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FOREWORD 


In offering the present volume of papers on various aspects of the problems of 
public or private ownership and operation of public utilities and the status of their 
regulation by governmental bodies, the editor is fully aware of the lack of complete- 
ness of the discussion. Several reasons may*be ascribed for this lack of com- 
pleteness. First, there is grave doubt that it is possible to include in one volume, 
whether it bé large or small, all the manifold and complex problems of the form of 
public utility ownership, operation, and control best suited for all utilities in any 
given country at any given time. Second, there are aspects of the problem, particu- 
larly the interest of organized labor in public or private ownership, management, 
and control, that are treated in passing or not at all, because of the failure of the 
editor, after repeated and persistent efforts, to obtain papers from spokesmen in 
these groups. ‘Third, it was desired to present in this volume varied points of view 
of proponents of one or another means of finding a sound and equitable plan of 
ownership, operation, and regulation of the utilities in which they have specig] 
interest; and also the points of view of those who without special interest have 
studied the problems and arrived at conclusions, or are able to present the elements 
of the problems involved. 

Finally, although an attempt has been made to balance differences of opinion, 
this has not been done to the extent deemed desirable by the editor, because of the 
unfortunate human propensity to fail to observe publication dead lines. 

The outstanding problem here attacked from these various points of view is 
that of achieving honest, efficient, competent, and economical management of pub- 
lic utilities, whether by private or public ownership and operation, or by possible 
combinations of private and public ownership and operation, under comprehensive 
and constructive public regulation and control, in the public interest. 

G. Lioyp WILSON 
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egies of Public Control—An Appraisal 
of Methods * 


By Ropert M. Cooper 


ITHIN recent years the public - 


utility problem has assumed an 
increasingly significant place in the field 
of political as well as legal science. In 
certain respects the problem is universal 
in the sense that it is common to most 
systems of government. It will suffice 
merely to indicate that the governments 
of Great Britain, France, Germany, It- 
aly, Sweden, Norway, and Switzerland, 
as well as “the United States, have, 
through a variety of devices, recognized 
the fundamental problems created by 
business “affected with a public inter- 
est” whose services are characterized 
“by public convenience and necessity.” 
The basis of the public utility prob- 
lem, in its political aspect, is the desire 
to eliminate or control the enormous 
potential power which these enterprises 
possess by virtue of natural, social, or 
economic factors or their privileged po- 
sition as compared with other, purely 
private businesses. Since public utility 
enterprise frequently assumes monopo- 
listic form, either through natural eco- 
nomic circumstances or by direct gov- 
ernmental sanction, its operations lie 
beyond the reach of the automatic 
checks and restraints of the free com- 
petitive market. Similarly, many other 
economic principles, such as the law of 
supply and demand, are more or less 
inapplicable to public utility services, 
which are either indispensable or rea- 
sonably necessary to large portions of 
the public. To provide a substitute for 
these economic forces and competitive 
restraints, public authorities have been 


* The views expressed in this article are to 
be attributed to the author alone, and not to 
the Department of Justice, with which he is 
connected, 


compelled to establish artificial devices 
for the protection of the consumer, on the 
one hand, from inferior services and un- 
reasonable rates, and for the protection 
of the utility, on the other hand, from 
destructive and predatory practices. 


ADMINISTRATIVE COMMISSIONS 


During the past fifty years, both state 
and Federal governments have at- 
tempted to deal with the problem of 
the public utility enterprise through the 
increasingly familiar process of admin- 
istrative regulation. Following a period 
of legislative hesitation, Congress has 
finally subjected most public utilities to 
a more or less constant regulation or 
control by means of one or more ad- 
ministrative agencies established for that 
single purpose. It may be said“ with 
little exaggeration that the rise of the 
“administrative commission” has been 
the outstanding development in the 
American system of government during 
this period. For the purposes.of this 
discussion the general pattern of public 
utility regulation may be concisely 
stated. The general legislative policies 
and administrative standards are spe- 
cifically set forth in the legislation cre- 
ating the regulatory tribunal, whose 
duty it is to apply these standards and 
policies to concrete situations involving 
the operations of the utility sought to 
be regulated. Theoretically at least, the 
administration of these legislative stand- 
ards provides a ready substitute for the 
normal checks of ‘the competitive mar- 
ket and supplies a control device to 
offset the privileged position and po- 
tential power of such enterprises. 

Following this general pattern, Con- 
gress has authorized the Interstate Com- 
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merce Commission to exercise extensive 
control over the rail and motor carrier 
industries; the Secretary of Agriculture 
to regulate certain activities of meat 
packers and the operations of stockyard 
companies; the Federal Communica- 
tions Commission to regulate the opera- 
tions and practices of the telephone, 
telegraph, and radio industries; the 
Federal Power Commission to control 
navigation and regulate the develop- 
ment of water power, as well as the 
‘interstate transmission and sale of elec- 
tric ehergy and natural gas; the United 
States Maritime Commission to regulate 
the operations of water carriers engaged 
in interstate, foreign, and intercoastal 
commerce; and more recently, the Civil 
Aeronautics Authority to regulate the 
operations of air carriers engaged in 
interstate and foreign transportation. 

It would be misleading to imply that 
these tribunals are the only Federal 
agencies exercising a supérvisory control 
over_public utility operations, or that 
stich a description represents a complete 
survey of Federal control of such enter- 
prises. But such a survey, if intended 
to be inclusive, is necessarily fraught 
with difficulties. One difficulty arises 
from the fact that in addition to the 
agencies just enumerated, there are vari- 
ous other tribunals whose authority and 
power extend to public utility enter- 
prises as well as other private busi- 
nesses. In addition to the Department 
of Justice, such agencies are the Securi- 
ties and Exchange Commission, the Fed- 
eral Trade Commission, the National 
Labor Relations Board, the National 
Mediation Board, and the newly ap- 
pointed Wages and Hours Administra- 
tor. 

Another difficulty which tends to pre- 
vent a more accurate description of pub- 
lic utility regulation by either the state 
or Federal Government is the fact that 
the public utility concept is no longer a 
definite and fixed category into which 


- and condemned them in others. 





businesses may be classified’ with cer- 
tainty. From a legal viewpoint, the 
public utility concept has become little 
more than an attempted rationalization 
of judicial opinion which has permitted 
certain types of control in one industry 
With 
a few noteworthy exceptions, the ap- 
proach ‘to the public utility problem by 
local governments has been similar to 
that of the Federal Government. The 
vast majority of states have established 
regulatory tribunals patterned after the 
example of the more successful Federal 
tribunals, with more or less extensive 
authority over the local operations of 
such industries as electrie light; heat, 
and power companies; gas companies; 
street and interurban railways; motor 
vehicle carriers; telephone ‘and tele- 
graph companies; and water companies. 
Whatever difficulties may be encoun- 
tered in measuring the precise extent of 
national and local public utility control, 
it cannot be doubted that both govern- 
ments have in the main resorted to the 
device of administrative regulation in 
their attempt to meet the problem of the 
public utility enterprise. 


THE ADMINISTRATIVE PROCESS 


In view of the extensive use of the 
regulatory commission in this country, 
it is not surprising to find a growing 
public sentiment that the process of 
administrative control is an inevitable 
device for solving the public utility 
problem. As a nation, we are rapidly 
developing a political attitude which 
accepts the regulatory commission as a 
permanent institution within the struc- 
tural framework of our government. 
Unfortunately, however, this attitude 
frequently appears to be more the re- 
sult of habit and familiarity than of 
rational examination. Before the stamp 
of inevitableness is placed exclusively 
upon any particular solution to such a 
complex problem as that of the public 
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utility ènterprise, two lines of, inquiry 
should be carefully pursued. First, how 
effective is the regulatory commission 
and what’ are its outstanding defects? 
Second, are there any possible alterna- 
tives which would in whole or in part 
eliminate those defects? 

In the main, the defects of admin- 
istrative regulation fall into two classes 
—those which are minor since they may 
be corrected, and those which are in- 
herent in the process of regulation. The 
minor deficiencies need not detain us 
longer than to observe that such short- 
comings as the quality of personnel, the 
lack of sufficient appropriations, poorly 
drafted legislation, insufficient jurisdic- 
tional authority, lack of initiative and 
responsibility on the part of commis- 
sions, and!improperly conducted public 
relations are matters of a temporary na- 
ture which may be completely elimi- 
nated by intelligent foresight and ex- 
` perience. Of more vital concern to 
those interested in the broader aspects 
of the public utility problem are those 
fundamental defects which seem to be 
inherent in the administrative process 
because of its essential characteristics 
and objectives. The very existence of 
these inherent deficiencies represents a 
serious compromise with the basic phi- 
losophy and purposes of the entire 
scheme of public utility regulation. 


THE SPIRIT OF ANTAGONISM 


From beginning to end, the regulatory 
process operates in an atmosphere of 
more or less intense antagonism. In 
certain respects this is its outstanding 
defect as a permanent device for meet- 
ing the public utility problem. The 
idea that one group of officials may be 
set up to check, supervise, and control 
the commercial operations of another 
group of individuals without encourag- 
ing subterfuge, evasion, sharp practices, 
and animosity is inconceivable under a 
system of capitalistic economy. Al- 


e 


though this antagonistic attitude is fre- 
quently driven below the surface of 
observation, its presence is none the less 
real. On the one hand, the regulatory 
commission is charged with the primary 
duty of securing efficient, widespread, 
economical services for the consuming 
public. On the other hand, the manage- 
ment of the public utility enterprise is 
forced to concern itself chiefly with se- 
curing the highest possible return to the 
owners of the industry. This is not to 
say that the regulatory commission con-. 
demns the profit motive, or that public 
utility management ignores the public 
interest in providing efficient service at 
low rates. It is clear, however, that the 
essential purposes of the two groups are 
socially and economically incompatible 
if carried to their logical conclusion. 

Neithêr the commissions nor the pub- 
lic utilities have long succeeded in carry- 
ing their objectives to the stage of final 
accomplishment, with the result that the 
process of regulation has come to re- 
semble more a half-hearted compromise 
than an effective instrument of control. 
If the profit motive continues to domi- 
nate the desires of public utility man- 
agement—and there is every reason to 
believe that it will—antagonism and 
animosity are likely to grow until the 
entire scheme of regulation breaks down 
under their destructive force. While 
the law has definitely placed the public 
utility enterprise in the category of pub- 
lic interest for the purposes of public 
control, these judicially recognized pre- 
requisites of social and economic welfare 
have had but little effect upon motives 
of public utility management. 


JUDICIAL REVIEW 


Another more familiar defect of the 
regulatory process involves a considera- 
tion of the controversial subject of judi- 
cial control. Relying in part upon the 
Third Article of the Constitution and 
in part upon the due process clauses of 
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the Fifth and Fourteenth Amendments, 
the judiciary has established itself as the 
ultimate protector of the rights and 
property of economic enterprise. This 
essentially American doctrine of judi- 
cial superiority has had an incalculable 
effect upon the process of administrative 
regulation. There are many who be- 
lieve that the failure of the administra- 
tive process to function more success- 
fully is directly due to unwarranted 
interference by the judiciary. Through 
a great variety of technical distinctions 
and judicial niceties, the courts have 
subjected the decisions of regulatory 
commissions to a supervision which fre- 
quently destroys the far-reaching ad- 
vantages of administrative expertness 
and specialized knowledge presumably 
possessed by public officials. Judicial 
supervision has done much tg cripple 
the legitimate exercise of administrative 
discretion which is the very essence of 
the regulatory device. There are few 


practices more disastrous to the sound , 


fenctioning of the regulatory process 
than these frequent excursions by the 
judiciary into strange fields where their 
tools are antiquated and their knowl- 
edge only partially adequate. 

Within recent years the courts have 
become more and more interested in the 
procedural elements of the regulatory 
process. The decisions of the Supreme 
Court in the cases of Jones v. Securities 
and Exchange Commission and Morgan 
v. United States are viewed with some 
apprehension by administrative officials. 
While it may be true that the tech- 
niques of certain administrative proce- 
dures are in need of improvement, any 
wholesale attempt on the part of the 
judiciary to impose its traditional meth- 
ods upon the regulatory commission 
should be met with immediate opposi- 
tion. Today there is a serious danger 
that the regulatory commission may be- 
come too “judicially minded” to per- 
form its duties in accordance with the 


accepted standards of sound adrAinistra- 
tion. This danger increases with each 
attempt of the courts to impose their 
methods upon the regulatory agency. 


It should not be forgotten that the rise. 


of the administrative tribunal was in 
large measure due to the complete in- 
adaptability of traditional judicial pro- 
cedure to meet the exacting demands of 
the regulatory process. Although the 
Chief Justice of the United States was 
considering other problems of govern- 
ment at the time, his, observation that 
“our government is the most successful 
contrivance the world has ever known 
for preventing things from being done” 
has particular applicability to be growth 
of judicial supervision over. administra- 
tive action. 


THE RATE-MAKING PROBLEM 


A further inherent deficiency of the 
regulatory device, intimately related to 
that of judicial control, is the admin- 
istrative process of rate making. The 
problem of controlling rates—and hence 
indirectly the income—of a commercial 
enterprise frequently involving hun- 
dreds of millions of dollars is a delicate 
task at best. But here again .the courts 
have imposed such restrictions upon the 
exercise of the rate-making function 
that the task has become doubly bur- 
densome. Commencing with the Smyth 
v. Ames doctrine, limiting regulatory 
control to the establishment of those 
rates which will yield a “fair return” 
upon the “fair value” of the property 
dedicated to the public service, the 
courts have developed a bewildering 
collection of valuation formulae which 
have rendered intelligent administration 
of the rate-making authority practically 
impossible. Placing its chief emphasis 
upon the “hypothetical” concept of re- 
production cost as an essential element 
of present value, the Federal judiciary 
has grasped at first one formula and 
then another, with the result that the 
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e ° 
valuatioh problem has become the focal 
point of public utility litigation. The 
growth of valuation litigation, in addi- 
tion to catising serious delays in admin- 
„istration, has confused the regulatory 
tribunal to such an extent that there has 
been a positive reluctance to exercise its 
statutory authority over rates except in 
the most extreme cases. For this rea- 
son, administrative: rate making and 
control has tended to become more spo- 
radic than continuous, more uncertain 
than scientific. 

It makes little difference whether one 
considers this judicial supervision over 
the rate-making process as an unwar- 
ranted. usurpation by the courts or an 
essential Safeguard for the protection of 

the legal rights of private enterprise. 
The fact rémains that there exists today 
a fundamental conflict between admin- 
istrative rate’ control and judicial re- 
quirements .which has proved detri- 
mental to the sound functioning of the 
regulatory process. 


JURISDICTIONAL LIMITATIONS 


Another inherent defect in the proc- 
ess of administrative regulation arises 
from the American doctrine of federal- 
ism. The nation-wide conduct of public 
utility operations has little relation to 
the constitutional division of powers be- 
tween the Federal and state govern- 
ments. Since no state can be considered 
as an isolated unit, socially, economi- 
cally, or physically, situations are con- 
stantly developing which require the 
intervention of a central rather than a 
local control in order, to secure uni- 
formity of action. Frequently the 
Federal Government is without consti- 
tutional power to intervene in such 
matters. In other situations the consti- 
tutional power resides in the Federal 
Government, although the logical solu- 
tion to the problem would appear to 
be in the direction of a varying local 
control. 


The ultimate success of any regu- 
latory program is subject to the unyield- 
ing principle that ‘the area of admin- 
istrative control must coincide with the 
area of commercial operation of the 
enterprise sought to be regulated. Con- 
stitutional federalism is more often than 
not at odds with this principle. The 
problem of Federal and state jurisdic- 
tion goes much deeper than the mere 
need for liberal interpretation of the 
Constitution. There can be no doubt 
that the Constitution contemplates a- 
more or less well-defined division of 
autherity between the two political 
entities; but the theory of dual sov- 
ereignty is seldom adaptable to the ac- 
tual operations of the public utility 
enterprise, whose activities are dictated 
by economic circumstances rather than’ 
the exigencies of political federalism. 
A possible solution to this difficult prob- 
lem appears to be in the direction of 
co-operation between the two govern- 
ments. 

Within recent years numerous exper’ 
ments in Federal-state co-operation have 
been undertaken with rather encourag- 
ing results. A number of Congressional 
acts have authorized the establishment 
of joint boards, composed of state and 
Federal officers, to administer jointly 
the regulatory features of national Jaws ‘ 
dealing with matters of local concern. 
In other situations Congress has author- 
ized state commissioners to sit with the 
Federal agency during hearings on mat- 
ters in which the local authorities might 
be interested. In a few instances Con- 
gress has employed the principle of 
supplementary legislation, which per- 
mits each government to operate within 
its respective sphere of sovereignty but 
partially avoids the jurisdictional prob- 
lem by the formulation of similar legis- 
lative objectives. Another more recent 
method of co-operation is the system of 
Federal loans and grants-in-aid to local 
public authorities engaged in activities 
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which affect the general welfare: of the 


Nation. By this device the local agency. 


assumes the basic résponsibility of ad- 


ministering the legislative program, ard - 
_ grown up with the industry as‘a back- 


the Federal Government renders finan- 
cial assistance on condition that certain 
national policies be made a part of the 
local program. Despite the increasing 
. application of these co-operative efforts 
by the Federal Government to avoid the 
“gaps” of constitutional federalism, its 
practical restrictions still stand as a 
‘serious threat to the effectiveness of the 
regulatory. device. 
DIVISION OF RESPONSIBILITY ` 
One of the most persistent criticisms 
of the regulatory process is its ultimate 
tendency to divide or separate man- 
“agerial responsibility. The continuing 
success as well as the efficient operation 
of any commercial enterprise depends 
primarily upon its ability to centralize 
“responsibility and establish a unified 
“management. The regulatory process is 
at odds with this principle by seeking to 
divide the’ responsibilities of manage- 
ment between the administrative agency 
and the public utility official. It is a 
mistake to assume that the effectiveness 
of the regulatory device can be meas- 
ured solely by the extent of interference 
with the legitimate functions of manage- 
ment. Such administrative intervention, 
although necessary to effectuate many 
legislative policies, may act as a barrier 
to the normal accomplishments of pro- 


gressive management. When considera-. 


tions of public interest compel the regu- 
latory commission to share actively in 
managerial responsibility, there is a 
grave danger that initiative and elastic- 
ity of operation may be subordinated to 
other, less consequential factors. In 
many situations the rigidity and inflexi- 
bility of administrative rules, due in 
part to legislative pre-definition and 
in part to judicial control of discretion, 
tend to sap the vitality of the regulated 


enterprise. During the initial Sages of 


‘a regulatory program, administrative 


control is normally restricted to certain 
obvious abuses and evils which have 


wash of unsound competitive practices. 
These regulatory activities resemble a 
“house cleaning” of undesirable prac- 
tices, and seldom approach the realm of 
managerial responsibility. But as regu- 
lation increases in intensity and drives 
further into the sphere of management, 
there is a dangerous tendency toward a 
preservation of the status quo within the 


_industry. When administrative control 


supplants managerial initiative and re- 
sponsibility, regulatory standards. which 
were intended to be merely minimal in 
character and quality tend to become 
the accepted criteria of public service. 
Perhaps the process of regulation may 
be so modified that this tendency to di- 
vide responsibility can be. eliminated, 
but it should be recognized that the 
adoption of such adjustments in the 
regulatory device may involve a serious. 
compromise with the present philosophy 
of public control. 


One should be cautious in assuming 
that these deficiencies, fundamental as 
they are, represent a failure of admin- 
istrative regulation to solve the public 
utility problem. Such an assumption 
would oversimplify the elements in- 
volved in an evaluation of such an ex- 
tremely complex process. On the whole, 
however, the Federal regulation of pub- 
lic utilities appears to be more a success 
than a failure. In this respect the vi- 
tality of the administrative process has 
been demonstrated by its practical re- 
sults. Federal regulation has gone far 
toward accomplishing its objectives, de- 
spite its shortcomings and serious handi- 
caps. The effectiveness of local regula- 
tion is much more difficult to measure, 
because of the many varying factors 
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which accompany the administration of 
local policies and the lack of ‘reliable 
information as to their activities. But 
with respect to both Federal and local 
regulatory control, one may indulge in 
some interesting speculation as to how 
much more effectively the public utility 
problem could be met if devices not pos- 
sessing such defects were utilized. , 


ALTERNATIVE METHODS OF CONTROL 

As previously suggested, the regu- 
latory commission is a pre-eminently 
American method of meeting the public 
utility problem. Great Britain is rap- 
idly abandoning the administrative com- 
mission for what are considered to be 
more efficient instruments of public con- 
trol. Among European nations, the in- 
dependent: regulatory tribunal never 
achieved a position of lasting impor- 
tance. In view of the more recent Brit- 
ish experiments and the general satis- 
faction with other methods of public 
-control throughout the world, an exam- 
ination of these alternative devices 
against a background of American regu- 
latory experience would appear to -be 
most timely. The succeeding discussion 
of the operation of alternative methods 
is not intended to be a suggestion that 
they be utilized in this country in pref- 
erence to any other system of control. 
I have no desire to advocate or seek the 
substitution of any of these devices for 
the present system of regulation. This 
discussion is merely a survey of the 
various methods which have been more 
or less generally employed to solve the 
public utility problem; but even a 
cursory consideration of these new tech- 
niques of social control may shed new 
light on the entire field of government 
regulation as we are accustomed to deal 
with the problem in America. 


THE CO-OPERATIVE MOVEMENT 


The rise and growth of the co-opera- 
tive movement is one of the most sig- 


nificant developments in our social and 
economic history. From a functional 
aspect, the co-operative is not unlike 
many other economic organizations 
established to perform certain com- 
mercial or industrial services; but in 
other respects it is radically different. 
The co-operative is based upon two 
fundamental principles—production for 
use rather than profit, and substantial 
equality of ownership by the consumers. 
It is an economic organization which 


belongs to the people who use its serv-" 


ices, the control of which rests equally 
withe all the members, and the gains of 
which are distributed to the members in 
proportion to the use they make of its 
services. 

The outstanding success of the co- 
operative movement abroad, particu- 
larly in Sweden, has led to its limited 
but relatively rapid adoption in this 
country. Although the American co- 
operative has been utilized most fre- 
quently in connection with agricultural 
production and distribution, its increa$- 
ing use in such public utility services as 
electric power and light, water supply, 
and telephone is of more than passing 
significance. The nonprofit and demo- 
cratic aspects of the co-operative move- 
ment tend to avoid the economic mal- 
adjustments which inevitably flow from 
the concentration of corporate power 
and the separation of ownership from 
control under a capitalistic economy. 
In one of his famous dissenting opin- 
ions, Mr. Justice Brandeis characterized 
the co-operative as a device “which leads 
directly to the freedom and equality 
of opportunity which the Fourteenth 
Amendment aims to secure,” and fur- 
ther intimated that the rise of the move- 
ment represented an advance from 
“economic absolutism” of corporate 
domination to the ideal of an “indus- 
trial democracy.” 

As compared with the deficiencies of 
the regulatory devices, the co-operative 


r 
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enterprise presents some interesting con- 
trasts. ‘In the first place, the co-opera- 
tive movement eliminates the defects 
which have their origin in the constant 
conflict between the profit motive and 
the ultimate objectives of administrative 
regulation. The co-operative is operated 
entirely on a public service basis—with 
little or no emphasis on the profit ele- 
ment—since consumer and owner are 
one and the same. The objectives of 
management, consumer, and owner are 
‘identical. 

In the second place, the problem of 
judicial control as well as the cumber- 
some valuation-for-rate-making process 
is practically unknown to the co-opera- 
tive enterprise, since its operations are 
the result of voluntary agreement be- 


tween the management and fhe con- . 


sumer. In the third place, since the 
public utility co-operative serves only a 
limited number of consumers rather 
than the public at large, and is thus not 
- ordinarily subject to regulatory juris- 
diction, the management of the enter- 
prise is free to develop its own commer- 
cial policies. In this respect the co- 
operative is as free as private enterprise 
to develop the incentives and initiative 
of progressive management, with the as- 
surance that such operations will not be 
detrimental to the public interest. 

A final observation may be made with 
respect to the co-operative movement. 
From a psychological viewpoint, the co- 
operative acts as a stimulus to repre- 
sentative government by creating a 
sense of responsibility among the mem- 
bers and broadening their economic out- 
look. The tendency of the co-operative 
movement to arouse the public to their 
rights as well as their duties under a 
democratic government is a circum- 
stance which has as yet been neither 
fully realized nor appreciated in this 
country. Its potential application to 
the public utility problem is only grad- 
ually being recognized. 


t o 
e x 


) GOVERNMENT COMPETITION 
Another method frequently utilized 
as a public utility control device is the 
program of public competition. There 
con bẹ no doubt that it is an extremely 
effective method for creating and en- . 
forcing adequate public service stand- 
ards. The theory of government com- 
petition has the virtue of going right to 
the heart of the public utility problem— 
the absence of competitive checks and 
restraints. In this respect it is a pos- 
sible substitute for administrative regu- 
lation, just as regulation is a substitute 
for the forces of the competitive market. 
Unlike the regulatory device, govern- 
ment competition attacks the problem 
through the normal avenues of the capi- 
talistic economy. In both’ instances, 
government provides the instruments of 
control, which in one’ case operate by 
means of an artificial standard of politi- 
cal authority, and in the other through 
the familiar competitive channels of 
commercial enterprise. Under these 
circumstances it is difficult to rationalize 
much of the contemporary argument 
against the use of government competi- 
tion. It is quite obvious that a program 
of government competition could be ad- 
ministered with such intensity as to 
force rates down to the point-of con- 
fiscation, or with such extravagance as 
to require unnecessarily high standards 
of service. But these arguments are 
hardly valid criticisms of the method 
per se, Since they involve self-serving 
assumptions and may be applied with 
equal force to any method of social con- 
trol, including the regulatory device. 
Much of the resentment against com- 
petition by public authorities arises 
from the fact that it necessitates the 
entrance of government as a trader in 
the realm of commercial and industrial 
relationships. While this contention 
may have some merit with respect to 
purely private businesses, it seems 
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strangely irrelevant when applied to the 
public utility enterprise, whose services 
are' predominantly public in character. 
Certainly it must be conceded that gov- 
ernment is entitled to utilize and should 
use the most effective method at its dis- 
posal for safeguardifig and protecting 
the public interest. If public competi- 
tion is a more effective device than regu- 
latory control, misleading assumptions 
concerning the “sanctity of private 
enterprise” should not be permitted to 
halt its utilization in the public utility 
field. In any event, the choice between 
these methods of control is not aided 
by the characterization of public com- 
petition as “immoral,” “unethical,” or 
“unfair.” 

As in the case of the regulatory de- 
vice, the Federal Government is pre- 
sumably limited in its utilization of 
government competition by constitu- 
tional restrictions, although here the 
lines are not sharply drawn. Until 
rather recently, the commercial activi- 
ties of the Federal Government were 
so clearly related to government use 
and consumption or so closely confined 
to its territorial jurisdiction, that few 
questions of constitutional power arose 
in the courts. The activities of such 
Federal agencies as the Emergency 
Fleet Corporation, the United States 
Sugar Equalization Board, the War Fi- 
nance Corporation, the United States 
Housing Corporation, and the United 
States Spruce Corporation during the 
war period were hardly considered to 
be indicative of a permanent policy. 
But it should be noted that the creation 
of these agencies, even on a temporary 
basis, represented a conscious recogni- 
tion of the proper role of government 
during periods when the economic forces 
of production and distribution become 
unbalanced. The public utility problem 
today, as always, is no less real than the 
general commercial and industrial prob- 
lem during the war. 


Examples of government competition 


The two outstanding experiments of 
the Federal Government with the com- 
petitive device are those operations as- 
sociated with the Inland Waterways 
Corporation and the Tennessee Valley 
Authority. -The first of these agencies 
is not so well known, and was estab- 
lished to regulate water carriers and 
operate a barge line on the Mississippi 
River in competition with other ship- 
ping and railroad enterprises. Although ° 
its liquidation has been recommended 
on geveral occasions, the corporation 
still operdtes as a serious competitive 
check on the transportation rates not 
only in the Mississippi Valley but 
throughout the entire Nation on long 
distance , traffic. 

The Tennessee Valley Authority is a 
more familiar Federal agency, and a 
description of its functions need not de- 
tain us long here. Established for the 
primary purpose of erecting dams and 
hydroelectric plants along the navigablt 
waters of the Tennessee Valley, its op- 
erations have been constantly extended 
into the electric power and distribution 
fields until today its services and rates 
act as an exceedingly effective competi- 


‘tive yardstick in the power industry 


throughout the entire Tennessee Valley 
from Little Rock to Asheville and from 
Cincinnati to Birmingham. Although 
the Supreme Court has sustained the 
validity of certain of these competitive 
activities by the T.V.A., the extent to 
which the Federal Government would 
be permitted to go in utilizing the com- 
petitive device on a wide scale without 
violating constitutional limitations re- 
mains a very much mooted question. It 
should be noted, however, that many of 
these constitutional restrictions can be 
avoided by the method of Federal and 
state co-operation, previously referred 
to in connection with the regulatory de- 
vice. By the system of Federal loans 
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and grants-in-aid to local authorities for 
the construction and operation of public 
utilities enterprises, the government is 
in a position to assist in the establish- 
ment of the competitive device in areas 
where it cannot operate directly in the 
event that questions of constitutional 
power are raised. The Supreme Court 
has recently sustained the method of 
co-operative effort, and there is little 
doubt that it will be extensively used in 
` the future. 

But apart from these experiments in 
Federal-state co-operation, the competi- 
tive device has been most frequently 
utilized in the past by local govern- 
ments, Local public competition in the 
case of electric power, gas, and water 
‘supply has proved to be an exceedingly 
effective method of maintaining high 
. public service standards at low rates 
in many municipalities throughout the 
country. But since the line of demarca- 
tion between government competition 
and public ownership in the case of lo- 
fal authorities is at best uncertain, a 
further discussion of these matters will 
be. reserved until later. 


Appraisal of competitive method 


From an administrative, standpoint, 
the utilization of the competitive 
method as a control device avoids many 
of the outstanding deficiencies of the 
regulatory process. Although the spirit 
of antagonism between the public au- 
thority and the private utility enter- 
prise is probably more intense in the 
case of the competitive method, it does 
not materially alter the effectiveness of 
the device as it does of the regulatory 
process. Furthermore, the problem of 
judicial control is practically eliminated 
when the competitive method is em- 
ployed, since the judiciary does not 
ordinarily have any power over the 
operations of public corporations. Due 
to the fact that the competitive method 
operates directly through the normal 


t e 
channels of the capitalistic economy, 
the administrative tendency to inter- 
fere with the independence and ini- 
tiative of progressive management is 
completely avoided. i l 

From an economic viewpoint, how- 
ever, the competitive method presents 
several serious problems. The system- 
atic utilization of public competition 
results in a duplication of. plants and 
services, the additional cost of which 
must ultimately be borne by the con- 
suming public. The principle of nat- 
ural monopoly within limited areas is 
universally recognized in the case of 
certain utility enterprises such as the 
telephone industry. To pérmit a dupli- 
cation of services in such circumstances 
involves an unnecessary waste and de- 
struction of investment values which 
would ordinarily offset any advantages 
to be gained from such public control. 
However, the principle -of natural 
monopoly even in those circumstances 
should be conditioned by the constant 
possibility of government competition. 
The threat of potential competition in- 
volves none of the disadvantages pre- ` 
viously suggested, but its presence is 


‘frequently a decisive factor in the effort 


to obtain an adequate public service at ` 
reasonable cost. 


PUBLIC OWNERSHIP 


Despite the fact that we live in a 
country where public ownership is a 
common spectacle, this method of so- 
cial control is still considered by many 
to be the stepchild of socialism, com- 
munism, or fascism—depending upon 
the current political aversion of the 
writer or speaker. Social action is dic- 
tated and controlled by the practical 
demands of social necessity. Public 
ownership is one method of dealing with 
the public utility problem which is ` 
frank in its recognition of the true “pub- 
lic service” character of the functions to 
be performed. A recognition of the 


public service function entails no com: 
promise with the ideals of democratic 
government and no unwarranted inter- 
ference with the prerogatives of private 
enterprise. Although it is not the pur- 
pose of this paper to discuss the merits 
or demerits of the public ownership pro- 
gram, a brief consideration of the vari- 
ous factors which have caused its adop- 
tion in the public utility field may raise 
some interesting questions concerning 
its effectiveness as a control device. 


Elimination of profit motive 


The first and most significant reason 
for the utilization of the public owner- 
ship device is-the desire to eliminate the 
profit motive:from the management of 
the public service enterprise. Enough 
has already been said to indicate the na- 
ture of the conflict between the interests 
of owners and consumers, and that the 
desire to secure high returns on invested 
capital is frequently incompatible with 
the right of the public to obtain indis- 
pensable services at fair rates. The 
program of government ownership estab- 
lishes a public trusteeship in which the 
profit motive is subordinated to the pub- 
lic service motive among those respon- 
sible for the management of the enter- 
prise. In the past, private management 
has been conspicuous in its failure to 
recognize the dominant: public interest 
in the nature of the utility enterprise 
and the conduct of its affairs. Then, 
too, private utility operators have con- 
sistently ignored the fact that govern- 
ment has made substantial contributions 
to the industry in the nature of free use 
of natural resources and public lands, 
the right of eminent domain, protection 
from wasteful competition, and even pe- 
cunlary gifts and bounties. The move- 
ment toward government ownership has 
received its chief impetus from the con- 
stant failure of private management to 
assume volutarily this necessary sense 
of public trusteeship. 


` spread utility services. 
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Dissatisfaction with private enterprise 


A second and eqtially significant rea- 
son for the extension of public owner- 
ship is the growing public dissatisfaction 
with existing service policies and prac- 
tices of many utility enterprises. Many 
factors, including the persistent profit 
motive, have contributed to this failure 
to provide adequate as well as wide- 
Private man- 
agement is frequently reluctant to ex- 
tend the market for its services over: 
wider areas unless there is little risk 
invoWwed in the undertaking. The lack 
of a definite expansion program by 
many utility enterprises has virtually 
isolatéd large sections of the country 
from the benefits and conveniences of 
modern public service facilities. There 
are many who believe that this restric- 
tive market policy has had a tendency 
to retard the economic development and 
advancement of the entire Nation. The 
failure of the electric power industry to 
expand its operations into rural area’ 
was one of the chief reasons for the cre- 
ation of the T.V.A. and its subsequent 
program of rural electrification. In 
1936 only about 11 per cent of the 
farms of the Nation had access to an 
electric power system, as compared with 
90 per cent in Germany, 50 per cent 
in Scandinavia, 66 per cent in New 
Zealand, and almost 100 per cent in 
the Netherlands. Similarly, the rise 
of the co-operative telephone company 
in the West was symptomatic of the un- 
willingness of private management to 
expand its market into new areas. In- 
dependently of other causes which will 
be discussed later, it seems rather clear 
that the rapid growth of public owner- 
ship in Western Europe is largely ex- 
plained by the fact that the people had 
more ‘confidence in the ability of local 
government to provide efficient, ade- 
quate, and widespread service than they 


, had in private enterprises. 
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, Preservation of services 


The third reason for the employment 
of the public ownership device relates to 
the services performed by those enter- 
prises which have entered an era of de- 
clining profitability. In the case of 
those enterprises where profits are rap- 
idly approaching the vanishing point 
and new capital cannot be attracted to 
the industry, government is frequently 
forced to take over the whole industry 
‘or at least some of its weaker units. 
Today there is much talk of the Federal 
Government’s taking over the railsoads 
because of their present precarious finan- 
cial condition. Public authorities were 
faced with a similar situation when the 
turnpike superseded the canals, and 
even later, when the railroads destroyed 
the profitability of the toll-road ven- 
tures. In such situations government 
must first decide whether the service in- 
volved is worthy of continuation. If 
the services have been largely super- 
stded by more efficient or less costly 
substitutes, there is no particular rea- 
son why it should be perpetuated even 
under a system of subsidies. On the 
other hand, if the service is still neces- 
sary to-the economic or social well-being 
of the community, government should 
not hesitate to save the industry from 
complete or partial disintegration. With 
the exception of the railroad situation, 
this aspect of the public ownership pro- 
gram is relatively unimportant to our 
problem, since its‘utilization is generally 
considered to be an emergency device 
rather than a permanent plan of public 
control. 


Establishment of new services 


A final reason for resort to the public 
ownership program involves a consid- 
‘eration of the role of government as a 
pioneer in new and untried commercial 
fields. Frequently private enterprise is 
either unwilling or unable to take the 


‘initiative in supplying new services or 


facilities which appear to be necessary 
to the public interest. Under these cir- 
cumstances government assumes the 
burden of developing and performing 
the service in question. The construc- 
tion of highways, the provision of edu- 
cational facilities, the transmission of 
the mails, and the development of a 
merchant marine are all examples: of 
pioneering government ownership. Oc- 
casionally these enterprises are trans- 
ferred to private management when 
they become profitable, but more often 
they remain under public operation and 
gradually assume every aspect of a 
traditional governmental function. It 
is significant to note that when govern- 
ment assumes the role of pioneer or 
risk bearer, there is seldom any objec- 
tion on the part of private enterprise. 
Yet it must be recognized that the same 
fundamental principles of public control 
are involved whether the government 
operates a postal system or an electric 
power system; in both cases the public 
authority is supplying an indispensable 
service to the public, although for dif- 
ferent but equally cogent reasons, 


Appraisal of public ownership 


The preceding analysis of the causes 
and reasons for the rise of the move- 
ment toward public ownership would 
appear to indicate that as a method of 
control it avoids many of the defi- 
ciencies of the regulatory process. This 
is particularly true with respect to the 
subordination of the profit motive and 
the elimination of judicial, supervision, 
especially in the direction of rate mak- 
ing. Public ownership avoids many of 
the shortcomings of administrative regu- 
lation by bridging over the constant 
clash of conflicting interests—between 
consumer and investor, between the 
courts and administration, between 
managerial initiative and administra- 
tive restrictions, and, above all others, 
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between the public interest and indus- 
trial individualism. 

But from these observations it is not 
meant to imply that government owner- 
ship is by any means the perfect instru- 
ment of social control. As a universal 
method of solving the public utility 
problem, it carries its own more or less 
serious deficiencies. As in the case of 


the competitive device, future inter- 


pretations of the Fifth and Tenth 
Amendments to the Constitution may 
prevent the Federal Government from 
utilizing a program of public ownership 
as a general method of control, just as 
a more restricted construction of the 
Fourteenth Amendment may prohibit 
state and local governments from em- 
ploying the same method. Moreover, 
the transition from private enterprise to 
public ownership may involve the cre- 
ation of new problems which have their 
origin in the traditional shortcomings of 
government institutions, such as: the 
lack of commercial or industrial expe- 
rience; disunity of management due to 
an excess of democratic controls; ex- 
ternal financial supervision; question- 
able accounting practices; inflexibility 
of organization and procedure; inade- 
quately managed public relations; and 
the presence of political influences. 
Many of these problems, if they exist 
at all, are remediable and may be solved 
by the revamping of administrative or- 
ganizations under the guidance of an 
enlightened public opinion. Others are 
more deep-rooted and may involve a 
fundamental change in the science of 
government. With respect to these 
problems the British experiments in the 
public ownership of public utilities are 
of vital interest to those who search for 
new tools of social regulation. 


British program 
While the Federal Government and 


various lccal authorities in this country 
have been reshaping and improving the 


regulatory device, Great Britain has 
blazed new trails in the inauguration of 
a vast program of public ownership ex- 
periments in the public utility field. At 
the present time government ownership 
in England has been applied to approxi- 
mately 60 per cent of the electrical dis- 
tribution; 40 per cent of the gas supply; 
80 per cent of the local transport, in- 
cluding trams, railways, subways, and 
buses; 90 per cent of the water supply; 
and the entire radio broadcast system. 
The British program is built around’ 
three fundamental ideals or assump- 
tion: first, that responsible administra- 
tion is superior to regulation as a 
method of social control; second, that 
voting stockholders and speculative 
profits are undesirable elements in the 
public utility enterprise; and third, that 
the officials of the public utility are 
trustees of the public interest. Relying 
upon these basic principles, two some- 
what different but highly effective or- 
ganizations have been developed to meet 
these new demands—the public utility 
trust and the mixed undertaking. 


Public utility trust 


The significant features of the public 
utility trust are the following: ‘Its or- 
ganization is corporate in form and 
monopolistic in character. The stock is 
held by the investing public, although 
they possess no voting rights by virtue 
of such ownership. The earnings of 
the trust are fixed by statute, being lim- 
ited to from 3 to 5 per cent of the capi- 
talization, its stock thus assuming the 
characteristics of a bond with a fixed 
and guaranteed interest rate. Excess 
earnings beyond the statutory rate are 
utilized to effectuate rate reductions. 
Sinking fund requirements are fre- 
quently established whereby the stock 
may be retired at periods varying from 
twenty to sixty years. The flotation of 
additional securities is subject to’ the 
approval of the Treasury. 
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The directors of the publie utility 
trust are usually designated as “trus- 
tees” and are appointed by the govern- 
ment. The trustees are selected pri- 
marily on the basis of their ability and 
interest in public affairs, regardless of 
their political affiliations. It is ex- 
pected that the trustees will represent 
and protect the interests of the four 
groups primarily concerned with the 


enterprise—consumer, investor, labor, — 


and government. Selected by the trus- 

“tees, the managerial function is vested 
in a general manager, who has wide 
discretion in the organization and de- 
velopment of commercial policies. The 
salaries of the trustees and the manager 
are established by statute and are suff- 
ciently compensatory to attract men of 
considerable ability. The employees 
are subject to a merit system and only 
the more desirable features of the Civil 
Service law. 

The interrelation between the govern- 
ment and the corporation is one of the 
fhost significant aspects of the public 
utility trust. The British practice has 
followed the policy of relative inde- 
pendence by placing the trust in a posi- 
tion of semi-autonomy. The Minister 
whose ‘department activities are most 
closely related to the function of the 
trust is charged with an ex officio re- 
sponsibility in relation to its operations 
and activities. The Minister merely ex- 
ercises a general power of surveillance 
and a reserved authority to investigate; 
he has no power to interfere with the 
managerial policy of the trust. In these 
respects the Minister merely acts as an 
advisory connecting link between the 
legislative body and the trustees. The 
outstanding examples of the British 
public’ utility trust are the London 
Transport Board, the Central Elec- 
tricity Board, and the British Broad- 
casting Corporation—each of which va- 
ries only slightly from the pattern just 
described. 


The mixed undertaking 


Although the mixed undertaking has 
points in common with the trust, such 
as its corporate form and monopolistic 
position, the two organizations are strik- 
ingly different. ` , 

The mixed undertaking is essen- 
tially a joint adventure in which gov- 
ernment and private investors are 
joined to conduct a public service enter- 
prise. The ownership, the management, 
and the profits are divided between the ` 
government and private interests, in 
proportion to the amount of capital each 
has contributed to the undertaking. The 
government owns a portion of the stock 
representing its investment, elects and 
appoints some of the executives, de- 
pending upon the proportion of the in- 
vestment, and decides , controversies 
arising between government and private 
directors. In these respects it is a co- 
operative enterprise in which public 
and private interests are safeguarded 
through a series of managerial checks. 
The proportion of government partici- 
pation varies in those countries where 
the mixed undertaking is utilized; in 
France it is fixed by law at 40 per cent, 
in Germany it is usually above 50 per 
cent, and in Great Britain the percent- 
age is dependent upon the type of 
enterprise involved. But in each in- 
stance the government reserves the right 
to veto any action arising out of funda- 
mental disagreement between govern- 
ment and private representatives. Be- 
cause of the remarkable success of the 
public utility trust and the comparative 
newness of the mixed enterprise, only a 
few of the latter undertakings are to be 
found in Great Britain at the present 
time. 

The outstanding British examples of 
the mixed enterprise are the Manchester 
Ship Canal, the Southampton Harbor 
Board, and the Anglo-Persian Oil Com- 


pany. 
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Relative advantages 

A comparison of the relative advan- 
tages of these two methods of public 
ywnership gives rise to much uncer- 
tainty as to the problem of choice. On 
the one hand, the mixed undertaking 
permits government to participate in 
the operation and management of the 
utility enterprise with a minimum ex- 
penditure of public funds. This cir- 
cumstance is becoming an increasingly 
important consideration, particularly 
where the program is to be carried out 
m a broad scale. The extent of par- 
ticipation may be varied in accordance 
with the need’ of the enterprise and the 
public interest involved. As a solution 
to the American railroad problem, the 
mixed undertaking presents some inter- 
asting possibilities. Furthermore, the 
organization of the mixed enterprise 
allows the freedom and independence of 
managerial initiative which many gov- 
ernmental institutions are said to lack. 
However, the potential power of gov- 
ernmental veto with regard to matters 
of fundamental disagreement may serve 
as a serious check on developments in 
those directions. Finally, the mixed 
indertaking offers some unique advan- 
‘ages as an effective method of public 
control. The representatives of the 
zovernment are familiar with the details 
and operations of the enterprise, since 
they are a part of the organization. 
Because of this association, government 
is able to obtain any information it re- 
quires, and is placed in a position where 
it may readily control or supervise capi- 
talization, accounting practices, profits, 
and earnings, as well as service stand- 
ards. The potentialities of this method 
3f control will probably be fully appre- 
ciated only by the administrative official 
who has been literally bound, tied, and 
zagged in his attempt to obtain neces- 
sary information from private manage- 
nent. 
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On the other hand, the public utility 
trust possesses some significant advan- 
tages over both the*mixed undertaking 
and the American public corporation. 
In the first place, the trust is semi- 
autonomous; government interference 
with managerial initiative is reduced to 
the bare minimum once the organiza- 
tion has been established. In the sec- 
ond place, the elimination of the profit 
motive effectively removes another 
source of trouble which could still arise 
in connection with the mixed enterprise. ° 
Finally, it is the only method of public 
ownesship which makes no compromise 
with the fundamental postulate that the 
function of the public utility enterprise 
is predominantly public in character. 
The sense of public trusteeship is its 
outstandipg characteristic. 


CONCLUSION 


By way of conclusion, the following 
observations may be made regarding the 
choice of control devices. In America, 
administrative regulation as a metho@ 
of public utility control is on trial as 
it has never been before. Unless the 
antagonisms and conflicting interests 
can be eliminated from the regulatory 
process, the movement toward alterna- 
tive methods, including social owner- 
ship, is certain to be given greater impe- 
tus. Private utility management, if it 
is so inclined, is in a crucial position to 
make regulation work. The denial of 
the profit motive as a dominant factor 
in the operation of the enterprise, the 
development of a spirit of co-operative 
effort and understanding between man- 
agement and the administrative com- 
mission, and an enduring sense of public 
trusteeship—all of these represent the 
initial steps which must be taken to 
render the regulatory device an effective 
and desirable instrument of public con- 
trol. 

The principal lesson to be learned 
from the recent experiments in public 
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ownership—both here and abroad—is 
that the effectiveness of any program of 
social control must’ depend in the last 
analysis upon good administration. The 
public utility problem, in-whatever form 
it is found, is primarily a question of 
distributing controls. The locus of own- 
ership is merely an incidental aspect of 
the whole problem. Government is 
forced to resort to extreme measures 
only when its normal instruments of 
authority are dulled by constant impact 


with powerful resistance ae deep- 
rooted hostility. When the use of 
sharper and more effective tools of 
political authority becomes necessary, 
new problems of administration and 
protection are certain to follow. The 
reconciliation of these new concepts of 
public interest with the older political 
ideals of freedom and individual ini- 
tiative is surely one of the most urgent 
tasks that face democratic government 
today. 
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Sources and Costs of Capital Required to Finance 


Public Ownership 


By Warrous H. Irons ` 


HE controversy over the relative 

merits of private versus public own- 
ership of public utilities has centered 
around several well-known arguments. 
The advocates of public ownership offer 
the inducement of rate economies to 
the users of utility services; they criti- 
cize what they assert to be the loose 
financial practices of the private admin- 
istrators of utilities; they emphasize the 
alleged, helplessness of consumers in 
their efforts to. obtain just and equitable 
treatment from these giant private mo- 
nopolies; ahd in general, they support 
the somewhat socialistically hued claim 
that public utilities are of such basic 
significance to social welfare as to be 
deservedly a government function. 

Private ownership advocates have at- 
tempted to meet these claims by charg- 
ing that inevitable waste is involved in 
government operation; , that the rate- 
making calculations of governmentally 
operated utilities are basically unsound, 
unfair, and inaccurate, involving sub- 
sidization by the government in order 
to provide unprofitably low rates. They 
express a faith in the capitalistic system 
characterized by the profit motive, pri- 
vate ownership, and the absence of gov- 
ernment competition with private in- 
dustry. Furthermore, it is claimed that 
threats of government ownership im- 
peril the capital investment of thou- 
sands of small investors—the well- 
known widows and orphans—as well 
as the large financial institutional in- 
vestors. _ 

Undoubtedly the necessity of deter- 
mining the soundness of these conflict- 
ing claims is fundamental to the entire 
question. There is, however, a finan- 
cial aspect of the question of public 
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ownership that is rather generally neg- 
lected. Public authorities are con- 
fronted with the formidable’ task of 
raising capital with which to acquire 
the private systems. What are the 
sources of this fund of public capital? 
Are conditions propitious at the present . 
to an expansion of public debt for this 
purpgse? What is the relative cost of 
raising public capital as compared to 
private capital for utility ownership? 
It is to this type of financial question 
that this article will be confined, rather 
than an attempt to consider the relative 
merits of the two forms of ownership. 


FINANCIAL DEMANDS OF PUBLIC 
OWNERSHIP 


The demand for public funds to ef- 
fect public ownership of utilities will be 
controlled largely by the method used 
in acquiring the utility properties. Like- 
wise, the source and cost of public capi- 
tal will be influenced’ by the method 
followed in attaining the public owner- 
ship goal. Consequently, it is desirable 
to outline the alternative methods of 
acquisition open to the public authori- 
ties and to indicate the nature of the 
financial demands that might be ex- 
pected to arise under each plan. 

If minor modifications and the ob- 
viously impractical methods are disre- 
garded, there are probably two general 
approaches to the accomplishment of 
government ownership of utilities. One 
type of public ownership program might 
involve the purchase, by the public 
authority, of the existing utility prop- 
erties. Under this sort of program 
there are alternative means of payment. 
The purchase might take the form of a 
direct cash payment for the outstanding 
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securities of the private enterprises. A 
modification of the plan might involve 
a cash payment for*the equity, with the 
property being taken over subject to the 
outstanding bond indebtedness. An al- 
ternative medium of payment might be 
the exchange, at an agreed price, of se- 
curities of the government agency for 
the outstanding private securities. 

. The second general approach to pub- 
lic ownership of utilities might involve 
the construction, by the public author- 
- ity, of parallel competing utility sys- 
tems, presumably operated in such a 
manner as to force the privately awned 
utilities into submission by undermining 
the rate structure of the private 
systems. 

If the public ownership program in- 
volves the cash purchase of existing 
public utility systems, some government 
unit—either Federal, state, or municipal 
—will be confronted with the problem 
of raising this necessary amount of pub- 
lic capital. If new public power proj- 
tcts are undertaken in competition with 
private systems, the demand for public 
capital is just as real, and may be fur- 
ther increased as a result of the subse- 
quent purchase of the private enter- 
prises that are unable to withstand the 
competitive practices of the publicly 
owned systems. The possibility of an 
exchange of public securities for the 
outstanding private securities naturally 
would obviate the demand for cash, but, 
if bonds were used, would involve an 
expansion of the public debt either of 
the Federal Government or of some lo- 
cal governmental unit. If the public 
securities offered in exchange took the 
form of stock issues of a utility com- 
mission or board not guaranteed by the 
government unit, there would not be an 
increase in government debt. It is 
likely, however, that there would be a 
substantial increase in the cost of the 
capital, for, lacking the government 
guarantee and the support of its taxing 


privilege, there is no reason i believe 
that such securities would be acceptable - 
at as low a yield as direct obligations of 
the government unit. 

Public ownership plans that are based 
entirely or largely on the exchange of 
securities probably offer very little in 
the way of a practical method, being 
more in the nature of a theoretical ap- 
proach. Such plans may seem attrac- 
tive, since they would obviate the 
enormous demand for cash involved in 
public ownership. However, it is only 
logical to assume that there would be 
many private security holders who would 
insist upon a cash payment. To draft 
and submit plans that simply involve 
the exchange of securities may be com- 
paratively simple compared to their ac- 
ceptance and practical culmination. 
The very magnitude of the value of 
public utility properties and the many 
thousands of security holders who would 
have to be reconciled to such a plan in- 
dicate the improbability of a “cashless” 
exchange. To assume that no or little 
cash would be required is to view the 
situation far too optimistically. 


Phases of Federal power program 


The trend of public ownership de- 
velopments of the past few years indi- 
cates resort to a combination of the 
methods of acquisition outlined above. 
Under this program, both the Federal 
Government and local government units 
are being confronted with a demand for 
funds to further the public ownership 
drive. There are two aspects of the 
Federal power program. ‘The first in- 
volves the construction of huge power 
generating plants owned and operated 
by the Federal Governthent. Although 
only in a partially completed stage, 
these projects, constructed and financed 
by the Federal Government, have con- 
stituted a substantial drain upon Fed- 
eral funds. The estimated cost of 
power projects sponsored by the Federal 
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Government is placed at approximately 
$1,500,000,000. This figure does not 
include those sponsored projects not yet 
actually undertaken or for which funds 
have not been allocated.* 

The construction of these potentially 
powerful generating systems logically 
leads to the second phase of the power 
program, namely, the utilization and 
distribution of the power capable of 
being generated. At this stage, local 
government units are urged to acquire 
distribution systems for the utilization 
of the low-cost power generated by the 
Federal power generating systems. The 
local unit is advised to negotiate for 
the purchase of existing private systems. 
Failing to redch an agreement with the 
“private interest in respect to the pur- 
chase price, the local unit is urged to 
construct its ọwn utility system to com- 
pete, side by side, with the recalcitrant 
privately owned utilities. 

On the surface it would appear that 
the burden of financing this second 
phase of the power program would fall 
directly on the local government unit, 
but in reality the initial impact is being 
transferred to the Federal Government. 
A combination of forces has brought 
about a situation whereby, even though 
the utility systems are purchased and 
operated under the authority of the lo- 
cal government unit, a very substantial 
part of the capital requirement is being 
drawn from the Federal Government. 
Many local units have already extended 
their indebtedness to such a point as to 
encroach upon the limits of their bor- 
rowing capacity. In many communities 
the tax burden is so heavy, and tax de- 
linquencies so common, that a further 
increase in tax rates to provide revenue 
for public ownership of utilities would 
certainly not be politically expedient. 
Finally, the paternalistic attitude cre- 
ated and fostered by the Federal Gov- 


1 Moody’s Manual of Investments, “Public 
Utility Securities,” 1938, pp. a34, a35. 


ernment in recent years in respect to the 
disbursement of Federal funds has been 
an important factor in stimulating a 
stampede of local government officials 
to the trough of Federal largess. 


Sources or Pusric CAPITAL 


Assuming that a government unit 
confines its capital-raising efforts to 
orthodox procedures, it has two sources 
of capital. The first, taxation of the 
public, is generally the source of funds 
to meet the current expenditures of the’. 
government unit, although in the past, 
tax revenue has been used for the pur- 
pose of capital outlay and to retire gov- 
ernment indebtedness. ` 

The second source of public capital 
is through the medium of borrowing, in- 
volving gither a draft upon the accumu- 
lated savings of individuals and institu- 
tions or resort to the credit mechanism 
of the banking system of the country. 
Governments frequently depend upon 
this borrowing power to obtain funds 
for certain types of capital expenditure’. 
This is particularly true when the capi- 
tal asset that is an outgrowth of the 
expenditure is of such nature as to pos- 
sess earning power that may contribute 
to the retirement `of the indebtedness 
outstanding against it. The public 
ownership of utilities falls within this 


` classification, for it is assumed that pub- 


lic operation of the utility systems 
would provide funds for the retirement 
of the indebtedness incurred in the proc- 
ess of acquisition. Whether or not such 
a result would be accomplished may be 
a moot question, but its accomplishment 
is generally assumed by the municipal 
authorities. 

The credit instrument, or evidence of 
indebtedness, may take any one of sev- 
eral forms. , 

1. Bonds may be issued against the 
general credit of the borrowing political 
unit. 

2. Bonds may be issued against the 
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utility property and its revenues, the 
bonds bearing a security franchise per- 
mitting the bondholders to take over 
operation of the property in case of 
default. 

3. Bonds may be secured by some 
specific tax in order to provide the in- 
terest and amortization of principal. 

4, Certificates of indebtedness may 
be secured by the revenues of the utili- 
ties. These certificates may or may not 
carry clauses protecting the interests of 

` the certificate holders in case of default. 

Any of numerous factors may deter- 
mine the type of security issued. Among 
the more important factors will be the 
financial position and credit standing of 
the borrowing unit, the amount of its 
outstanding indebtedness in respect to 
its constitutional debt limits, oher legal 
factors, and the tax situation in the lo- 
cal community. 

Examples of the use of each of these 
classes of securities may be found in the 
borrowing practices of local government 
{nits in their quest for funds to finance 
public ownership of utilities. In recent 
years, however, revenue bonds have held 
an increasingly important position in 
local borrowing, probably because the 
constitutional debt limit against the 
general credit of the political unit has 
been approached or reached. Borrow- 
ing practices of the Federal Government 
in connection with its financing of pub- 
lic power projects have involved the is- 
sue of securities against the general 
credit of the country, the securities be- 
ing direct obligations of the Federal 
Government. 

The extent to which these two sources 
of funds can be drawn upon to cover 
government expenditures is subject to 
rather wide limits. In some cases the 
limit is very soon reached, in others it 
may appear to be extremely elastic. 
Where funds are raised by taxation the 
limit may be very quickly reached, for 
increasing taxes soon stimulate public 


resistance to any but essential expendi- 
tures. On the other hand, the Federal 
Government, by forcing the banking 
system to absorb its indebtedness, may 
extend the limit of its borrowing power 
to potentially dangerous lengths. 


Taxation versus borrowing 


The choice between the power to tax ` 
and the power to borrow, as a means of 
raising public capital, will depend 
largely upon the purpose for which the 
funds are being raised, and the financial 
situation at the time. Consideration of 
these factors clearly indicates that re- 
sort to the taxing power to obtain funds 
to finance public ownership of utilities 
would be most improbable. The cash 
requirement in most cases would be so 
large that available tax revenues would 
be inadequate to meet the financial de- 
mands. Furthermore, the rapid in- 
crease in the number of: government 
bureaus and employees, and the mount- 
ing demand for government funds to 
provide for the numerous social and 
welfare services that have come to be 
considered as a function of government, 
have contributed to soaring governmen- 
tal costs, the burden of which has fallen 
heavily on the American taxpayer. 

The nature of the expenditure also 
militates against the use of tax revenues. 
Public ownership of utilities assumes 
the acquisition of an earning asset. 
The operation of the utility system is 
expected to yield a profit, thus provid- 
ing the means of amortizing the in- 
debtedness incurred in financing its ac- 
quisition. Finally, whatever advantages 
are inherent in public ownership would 
presumably be extended over future 
years, and consequently, it is believed, 
the financing costs should be projected 
into the future. 

With the taxing power eliminated as 
a source of capital, advocates of public 
ownership must turn to the borrowing 
power of government units to secure the 
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capital needed to purchase or construct 
utility systems. The fact, however, that 
this source of capital is available to gov- 
ernment units is not proof that borrow- 
ing should be undertaken. Undoubt- 
edly there are times when an extension 
of government borrowing is socially and 
economically desirable, but there are 
also times when a cessation of govern- 
ment borrowing is financially necessary, 
regardless of the social merits of the 
case. The significant question is not 
Can the government unit secure capital 
for public ownership by borrowing? but 
Should the government unit, in view of 
> the existing financial situation, utilize 
its borrowirlg power to secure public 
ownership capital? 


THE SITUATION IN RESPECT TO 
_ BORROWING 


To carry out a general program of 
public ownership of utilities would re- 
quire a treriendous investment in the 
utility properties. If we consider only 
the electric utility industry, the invest- 
ment would approximate thirteen bil- 
lion dollars. While it may be true that 
only a part of this sum would be re- 
quired in the form of cash, the cash re- 
quirement would represent the largest 
proportion. 

The country is heavily burdened with 
debt, and, what is worse, the trend in 
public borrowing continues to point 
steadily upward. This is true of Fed- 
eral and local government indebtedness, 
although it is less accurate to generalize 
in respect to local indebtedness, for each 
government unit should be considered a 
case in itself. Many local communities 
are, it is true, overburdened with debt 
and taxation, but there are other com- 
munities whose financial position, is 
basically sound. In order, therefore, to 
determine whether a given community 
should undertake to borrow funds to 
finance public ownership it would be 
necessary to make a thorough examina- 
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tion of the debt burden of that com- 
munity, to study its credit position, its 
tax burden, and numerous other finan- 
cial factors. Consequently one cannot 
conclude that no community at the pres- 
ent time is in a position to increase its 
indebtedness in order to effect public 
ownership. Firthermore, local commu- 
nities may resort to the use of revenue 
bonds, referred to above, without plac- 
ing additional claims upon the general 
credit of the local government unit. 
Such financing may be more expensive 
than bond issues that are supported by 
the® general credit of the government 
unit and the utility property and its 
earnings, but. if there are substantial 
economies inherent in government op- 
eration, this form of financing may bear 
little criticism. 

The present movement toward public 
ownership, however, imposes the greater 
financial demands upon the Federal 
Government as a consequence of the 
construction of Government sponsorgd 
power projects, and the outright grants 
and long-term loans offered to local 
communities to further public owner- 
ship of utilities. Specific consideration 
can be given to the desirability of a 
further extension of Federal indebted- 
ness for these purposes. 


The national debt 


Unfortunately, the profligacy of the 
Federal Government in connection with 
its spending and lending policies of the 
past few years, coupled with the ease 
by which it has been able to obtain 
funds, seems to have created an impres- 
sion that sources of Government funds 
are practically inexhaustible. This atti- 
tude in respect to the volume of Govern- 
ment debt is inherently dangerous, for 
an apathetic public reaction to ques- 
tionable government fiscal policy may 
permit the perpetuation of the unsound 
practices beyond bearable limits. Fur- 
thermore, in some high quarters as well 
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as in a large segment of the public mind, 
the prevalent opinion seems to be that 
as long as there is an asset of some sort, 
be it highway, post office, public utility, 
or dam, to offset the public debt liabil- 
ity, the situation is inherently sound. 
To this “credit-radical” viewpoint the 
writer cannot conform. It cannot be 
too strongly emphasized that public 
credit is not unlimited in nature. 

Public credit, like other forms of 
credit, will be sound as long as the pub- 
lic authority is able to meet the require- 
ments of its contractual obligations. 
Each additional resort to the borrowing 
process by a government unit tends -to 
bring the limit of its credit power that 
much closer. Because the Federal Gov- 
ernment may be able to borrow one bil- 
lion dollars at a low rate of inteyest and 
with little difficulty, it does not neces- 
sarily follow that it could borrow sev- 
eral additional billions of dollars at the 
same rate of interest or with the same 
ease, or without seriously impairing its 
credit standing. On a smaller scale, 
this is equally true for the local govern- 
mental unit. 
` Including direct Government obliga- 
tions plus the obligations of Govern- 
ment agencies fully guaranteed by the 
Government, the national debt is in 
excess of $42,000,000,000.2 The many 
intangible and unpredictable factors 
that impinge upon Government credit 
make it useless to attempt to estimate 
a limit beyond which the national debt 
cannot be extended without engender- 
ing a collapse of public credit. Opinion 
of experts is divided on the manageable 
limit of the national debt, some claiming 
that it has already reached a point 
where national solvency is threatened, 
others insisting that a substantially 
higher limit must be reached before the 
public credit structure is endangered. 

One authority on public ownership 


2C. J. Devine & Co., United States Gov- 
ernment Securities, 1938 edition, pp. 14, 28. 
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has called attention to the fact that 


perhaps the strongest objection to public 
ownership and operation [of railroads] 
may be found in the present [1936] eco- 
nomic condition of the Nation. It is 
heavily burdened with debt, and the bur- 
den is increasing. What strain might be 
imposed upon national finances by the ac- 
quisition of the railroad properties cannot 
be foreseen. It is probable that the acqui- 
sition could be made without the use of 
cash through an exchange of securities. It 
is also probable, however, that the securi- 
ties given in exchange would have to be 
interest-bearing obligations, and the sum 
total of fixed charges might be increased 
by the exchange.’ 


If the state of national finånce in 1935 
was such as to engender doybt of the 
wisdom of further public indebtedness 
to extend public ownership, does not the 
same line of thought apply even more 
forcefully at present, when the national 
debt is several billion dollars greater? 


Factors favoring Government securities 


A series of abnormal factors has sub- 
stantially reduced the scarcity value of 
money in this country in recent years, 
thus contributing to the ease with which 
the Government has been able to dis- 
pose of its securities on a low yield 
basis. As a result of preventive legis- 
lation and the, existing economic and 
political forces, the effective foreign de- 
mand for American funds is at a low 
ebb. On the domestic side, through fear 
of the ultimate consequences of the 
mounting national debt, uncertainty as 
to the next move toward business by 
Washington planners, and lack of faith 
in our scheme of managed money, and 
confronted with the actuality and threat 
of legislation considered oppressive—or 
at least restrictive—by many business 
enterprisers, we have witnessed the ef- 


3 Joseph B. Eastman, “Public Ownership 
and Operation of Railroads in the United 
States,” THE Anwnats, Sept. 1936, p. 113. 
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fective domestic business demand for 
long- and short-term capital continuing 
at or near record lows. Concurrent with 
the decline in the demand for money by 
private borrowers, there has been un un- 
precedented increase in the supply of 
funds. 

That this combination of forces has 
been extremely favorable to the flota- 
tion of Government securities through 
the banking system is not to be denied. 
Neither should it be denied that the 
ability to issue Government securities 
on a low yield basis does not justify the 
practice. When the Government bor- 
rows, it is in reality discounting the fu- 
ture by anticipating taxes of a later 
period. To allow the national debt to 
outrun the limits of financial prudence, 
even though there may be an abundance 
of available funds at the time, may sad- 
dle unbearable taxation on the public 
in later years and may result in the in- 
ability of the Government to redeem its 
obligations, and end in the breakdown 
of Government credit. 


Banks as source of funds 


If the Federal Government should re- 
sort to its borrowing power to obtain 
funds for the financing of public owner- 
ship, what source of funds would it 
probably draw upon? It is entirely pos- 
sible that the savings of individuals or 
institutions could absorb additional 
amounts of Government securities, but 
this does not seem to be the trend. For 
the past few years it has been the bank- 
ing system, rather than individuals or 
institutional investors, that has been ab- 
sorbing the largest part of the Govern- 
ment debt. Present indications are that 
it would still be the banking system that 
would absorb the majority of additional 
Government issues if this method of ob- 
taining funds were used. 

It is estimated that the investment of 
“all banks” in United States Govern- 
ment securities was $16,522,637,000 at 


the end of 1937.4 In addition to this 
sum there is the $2,500,000,000 of Gov- 
ernment securities held by the twelve 
Federal reserve banks. In other words, 
$19,000,000,000 of the $42,000,000,000, 
or 45 per cent of the outstanding Gov- 
ernment debt, has been absorbed by the 
banking system. Even more significant, 
perhaps, than the total holdings is the 
proportion that this class of investment 
bears to the total loan and investment 
portfolio. For “all banks” the invest- _ 
ment in Government securities repre- 
sented 34 per cent of the loan and in- 
vestnient portfolio; for “national banks” 
the proportion was 39 per cent; for 
“member banks,” 39 per cent; and for 
“state supervised banks,” 30 per cent. 
These percentages represent an increase 
of approximately 100 per cent over 
1931 figures. 

A result of this situation has been to 
restrict the freedom of the investment 
policy of the banking system. If Gov- 
ernment credit is to be sustained—and, 
it must be if serious consequences to the 
banking system are to be avoided—ad- 
ditional Government issues must be 
readily absorbed by the banking system. 
A consequence of this may be to create 
an impression of soundness of Govern- 
ment credit and ability to raise almost 
unlimited funds, but in reality it proves 
nothing of the sort. Actually, the banks 
are virtually forced to absorb additional 
issues in order to preserve the value of 
the Government securities held in their 
investment portfolios, a large propor- 
tion of which were purchased at com- 
paratively high prices. 

The financial system is now ap- 
proaching a situation somewhat similar 
to that of 1929 in respect to debt struc- 

4 Research Council American Bankers Asso- 
ciation, Condition and Operation of State 
Banks, 1937 (New York, 1938), p. 17. 

5 Ibid., pp. 13, 15, 17. Member bank per- 
centage computed from figures in Monthly 


Bulletin of the Board of Governors, Federal 
Reserve System, Sept. 1938, p. 782. To obtain 


24 Tue ANNALS OF THE AMERICAN ACADEMY 


ture. By‘the latter part of 1928 and 
early 1929, financjal institutions were 
confronted with the problem of support- 
. ing a tremendous volume of private in- 
debtedness of industrial and financial 
borrowers. At present, our banking in- 
stitutions and financial authorities are 
once more faced with the necessity of 
sustaining a very large and steadily in- 
creasing volume of indebtedness—in 
this case, indebtedness of the Federal 
_ Government. This public debt struc- 
ture should not be subjected to further 
strain, for it must not be permitted to 
break down or, in fact, even weaken. 
A breakdown of public credit would 
probably be even more disastrous in its 
effect upon the economic and political 
organization than the collapse of in- 
dustrial and financial credit in the last 
quarter of 1929. 

Even if we could entirely accept the 
claims of the advocates of public owner- 
ship and grant the merit in their pro- 
posal, it would not alter the fact that a 
further expansion of the national debt 
as a means of obtaining the funds to 
advance public ownership of the utility 
systems would be.cause for grave mis- 
givings. 


4 


.TuHeE Cost oF PUBLIC CAPITAL 


Several items of expense enter into 
the flotation of an issue of securities. 
The more important include the com- 
mission of the bankers handling the is- 
sue, the legal expenses incidental. to the 
issue, the expenses of engraving and 
printing, certain investigational ex- 
penses, and other minor miscellaneous 
items. When these various items are 
deducted from the amount received 
from the ultimate sale of the securities, 


the balance represents the net amount - 


of capital obtained by the borrowing 





comparable figures, computations are made as 

of Dec. 31, 1937. The changes in propor- 

tionate holdings since that date are believed 
~ to be insignificant. 


i 
i 


: te 
units available for expenditure on plant 
expansion and operation. The cost of 
capital, therefore, is not expressed by 
the coupon rate on the security, but by 
the interest rate computed on a bond- 
yield basis in terms of the amount of 
borrowed capital actually received by 
the borrowing unit® 

Public securities are commonly pur- 
chased on a bid basis, either to be held 
as an investment by financial and insti- 
tutional investors or to be offered to the 
public and investing institutions by the 
successful bidding syndicate at a slightly 
lower yield.” The yield basis on which 
the securities are sold to the successful 
bidding syndicate represents approxi- 
mately the cost of capital to the borrow- 
ing municipality. It is not the true 
cost, however, for there are certain items 
of expense incurred in connection with 
the issue that should be charged against 
the specific issue as a part’ of the actual 
cost of borrowing. The fact that these 
expenses may be absorbed by bureaus 
of the government does not vitiate the 
fact that they ‘are a part of the cost of 
raising the borrowed capital. A similar 
situation exists in connection with the 
marketing of the securities of the Fed- 
eral Government. The offering yield of 


_ the United States Treasury only ap- 


proximates the cost of the capital to the 
Government, for there are items of ex- . 
pense that are absorbed by the Treasury 
Department and the Federal reserve 
banks. 

To determine, therefore, the true cost 
of public capital, it would be necessary 


8 The cost of capital to private borrowers 
for public utility purposes is given in the 
quarterly issues of The Journal of Land and 
Public Utility Economics. Similar informa- 
tion is also available from the Reports of the 
Securities Exchange Commission. 

7The Commercial and Financial Chronicle 
publishes periodically the municipal issues of 
the preceding month and the rate at which the 
issues were sold to the successful bidding syn- 


~ dicate. 


$ 
to study each case of borrowing to ob- 
tain the exact figures for all expenses 
incidental to the security issue. In view 
of the difficulties involved in such a 
task, the estimate of the cost of public 
«capital, and its comparative level rela- 
tive to private capital, will be based 
upon two sets of figures. First, the cur- 
` rent yields on representative security 
issues will be examined. Second, the 
bid basis at’ time of issue of certain 
selected public securities will be com- 
pared with the cost of capital to certain 
selected private borrowers. 
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and government credit are backed by 
the inherent right of government units 
to resort to their taxing power. Finally, 
it has been the practice to favor these 
securities with tax-exemption privileges. 
These features have all combined to in- 
crease the attractiveness of government - 
securities as compared to the issues of 
private borrowers. 

This generalization is rather clearly 
supported by the relative yield of the 
bonds of governmental borrowers and 
of corporate utility borrowers. 
cent years the yield of United States 

e 


In re- 


TABLE 1—YIELD or UNITED STATES GOVERNMENT Bonps AND Municipal Bonps 
EXPRESSED AS A PERCENTAGE OF THE YIELD oF Utitiry Bonps® 














1934 1935 1936 1937 


e 
U.S. | Mu- | U.S. | Mu- | U.S. | Mu- | U.S. | Mu- | U.S. | Mu- | U.S. | Mu- 
Gov. Inicipal| Gov. [nicipal] Gov. |nicipal] Gov. |nicipal| Gov. |nicipal] Gov. nicipal 
Bonds|Bonds| Bonds| Bonds| Bonds} Bonds} Bonds} Bonds| Bonds] Bonds} Bonds! Bonds 





| bene 53 82 58 83 58 73 64 76 64 81i 61 79 
List csned 54 85 55 76 60 76 64 76 66 77 59 77 
TI... 51 78 59 77 65 82 63 75 67 77 — — >’ 
IV...... 52 80 58 74 66 79 62 71 63 78 — — 
Average.| 53 8i 58 78 62 78 63 77 65 78 60 78 
60-month i 
, average| ~y — — — — — — — — — 60 78 








8 U. S. Dept. of Commerce, Annual Supplement of Survey of Current Business, 1936, p. 62. 
Also ġbid., Monthly Survey of Current Business, various issues. The percentages in the table 
were computed from bond yields listed in these publications, U.S. Govt, Bonds include all 
issues of over 8 years’ maturity; municipal bond yields are those of the Bond Buyer’s Index of 
20 municipal bonds; public utility yields are those of Moody’s Index of 40 representative 


public utility bonds. 


The generalization is frequently made 
that government units are able to obtain 
capital at a substaritially lower cost 
than private borrowers. As a gen- 
eralization this assumption is undoubt- 
edly true, for the government unit pos- 
sesses certain peculiar advantages over 
the private corporate borrower. Public 
securities are usually, although not nec- 
essarily, supported by the credit of the 
government unit, which is normally 
stronger than the credit of private cor- 
porations. In addition, public securities 


Government bonds and of municipal, 
bonds, considered as a percentage of the 
yield of bonds of privately owned utili- 
ties, has fluctuated within rather narrow 
limits on a substantially lower level, as 
shown in Table 1. 
Money market. factors have undoubt- 
. edly influenced the level of these yields, 
but there is little reason to believe that 
such factors would consistently bias any 
one class of bonds. In each case, bond 
yields have decreased substantially re- 
flecting the abnormally easy money 
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market conditions of the period. The 
yield on United , States Government 
bonds decreased from 3.44 per cent in 
March 1933 to 2.31 per cent in June 
1938; that on 20 representative munici- 
pal issues, from 5.24 per cent to 3.00 
per cent; that on 40 representative utili- 
ties, from 6.41 per cent to 3.90 per cent. 
This movement indicates a decrease in 
the cost of capital to each class of bor- 
rowers, for the cost of capital will tend 
_ to bear a reasonable degree of correla- 
tion to the bond yields. 

Fluctuations from the general trend 
are more ‘accurately accounted for by 
factors that have exerted their influence 
on the risk element, or credit strength, 
of the class of borrower. In 1933 the 
yield on municipal issues was at its 

e 


z 
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highest level, largely reflecting the weak 
crédit position of this class of borrower 
as evidenced by the wave of defaults 
that had occurred. As government 
units improved their financial position 
the spread between municipal yields and 
public utility yields. widened, then re- 
mained relatively constant. The pecu- 
liar financial conditions discussed earlier 
in this article have favored the issues of 
the Federal Government, especially dur- 
ing recent years. During most of the 
period covered in Table 1 the financial 
strength, and consequently the credit 
power, of privately owned public utili- 
ties has been threatened by government 
competition and Federal criticism and 
investigation. Consequently, it may be 
that public utility security: yields have 


- TABLE 2—COMPARATIVE Costs or CAPITAL, MUNICIPAL AND CORPORATE ° 
Group I: Credit Rating “Aa” | 


Municipality 


Schenectady, N. Y......-.-. 020s eee ee 
Richmond, Va..... 0.0 cece cess eee 
Denver, Colo... . 0... cece cece eee 
Minneapolis, Minn.................. 
Minneapolis, Minn................0- 
Union County, N. J... eee ee eee 
San Francisco, Calif... 0... 0.000.000. 
Boston Metropolitan District. ........ 





Range, 2.08-2.91; Weighted average, 2.62. 





Utility Corporation 


° 











Westchester Lighting Co............. 
Consolidated Edison Co, of N. Y...... 
Consumers Power Co.........-..+005 
Consolidated Edison Co. of N. Y...:.. 


Coupon | Bankers’ 
Amount Due Rate Bid Basis 
627,000 1947 2.10 2.08 
1,500,000 1957 3.00 2.20 
750,000 1956 2.25 2.22 
1,175,000 1947 2.30 2.27 
875,000 1967 2.50 2.48 
1,245,000 1965 2.80 2.78 
1,357,000 1963 4.00 2.82 
4,800,000 1962 2.75 2.91 
Coupon Cost of 
Amount Due Rate Capital 
25,000,000 1967 3.50 3.53 
60,000,000 1948 3.50 3.54 
9,000,000 1967 3.50 3.55 
30,000,000 1958 3.50 3.56 
3,000,000 1967 3,75 3.77 
13,000,000 1947 3.50 3.82 








Range, 3.53-3.82; Weighted average, 3.57. 


3 Sources: Commercial and Financial Chronicle, various issues; Journal of Land & Public 
Utility Economics, XIII (1937), 424; XIV (1938), 73, 222, 350. 
The cost of capital for private borrowers is computed on a yield basis on the net proceeds 


of the issue. 


The net proceeds to the borrower is found by deducting bankers’ commissions 


and miscellaneous expenses from the sale price of the securities, 
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Group II: Credit Rating “A” 








Municipality 


Boston, Mass........ 0.0.0.0 cee eeeee 
Augusta, Ga... cece eee ce eee eee 
Chicagoy Mh. cremes ri awdemaedeaeed 
Charlotte, N.C... 0.0... cece eee 
Buffalo, N.Y... 0.0... cece eee eee 
Buffalo; N. Yoeri wees e renr esenee 
Philadelphia, Pa............220 000005 
Eureka, Calif... 0... 0... cee eee 
Memphis, Tenn................. sae 
Los Angeles, Calif................. 
Los Angeles, Calif................... 














Range, 2.45-3.67; Weighted average, 3.31. 





Utility Corporation 





Idaho Power Co... 1.2... 0 eee eee eee 
Central New York Power Corp........ 
Ohio Public Service Corp............. 
Ohio Edison Co... n. nesenas 
San Antonio Public Service Corp...... 





Coupon | Bankers’ 
Amount: || Dü Rate | Bid Basis 
2,307,000 1947 2.50- 2.45 
930,000 1967 3.00 2.60 
400,000 1952 3.50 2.98 
1,400,000 1977 13.00-3.25 3.06 
4,700,000 1957 3.10 3.09 
1,810,000 1957 3.20 3.19 
5,000,000 | 20-50 yrs. 3.75 3.24 
625,000 1967 4.00 3.37 
3,000,000 1966 3.75 3.67 
1,200,000 1949 | 2.00-3.00 3.67 
900,000 1947 2.75-3.75 3.67 
+ 
Coupon Cost of 
Amount Due Rate Capital 
18,000,000 1947 3.75 3.99 
48,364,000 1962 3.75 4.00 
28,900,000 1962 4.00 4.00 
8,500,000 1967 4,00 4,13 
16,500,000 1956 4.00 4,27 
57,000,000 1963 4.00 ` 4.28 


Appalachian Elec. Power Co.......... 
Range, 3.99-4.28; Weighted average, 4.12. 


been on a higher level than would other- 
wise have been the case. It is not, how- 
ever, possible to prove this statement. 

A somewhat more exact estimate of 
the cost of public capital and its rela- 
tive position in respect to private capi- 
tal for utilities is obtained by comparing 
the bidding syndicates’ buying yield 
basis for selected municipal issues with 
the cost of capital to selected private 
borrowers. As a basis of this summary 
comparison, the larger municipal issues 
marketed during the last six months of 
1937 were selected, while the private is- 
sues chosen include the larger issues of- 
fered during the last two quarters of 
1937 and the first two quarters of 1938. 
In order to provide a reasonable degree 
of comparability, the securities are 
grouped into two classes based on 
Moody’s “Aa” and “A” bond ratings, 
as shown in Table 2. 


From these figures it is apparent that 
within the same bond classification, the 
cost of raising capital for municipal bor- 
rowers is somewhat lower than for 
private borrowers. Considering the 
weighted averages for Class Aa issues, 
the bid basis, representing the cost of 
capital to municipalities, is 73 per cent 
of the cost of capital to private utility 
corporations, while for the Class A is- 
sues it is 80 per cent. It should be 
remembered, however, that the use of 
the bid basis slightly underestimates the 
cost of municipal issues, for several mis- 
cellaneous expenses, not readily obtain- 
able, are excluded from our considera- 
tion. 

The tax-exemption privilege extended 
to government issues is one important 
factor contributing to the lower cost of 
capital to the municipal borrowers. The 
elimination of this feature, a possibility 
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that is being considered, would tend-to 
narrow the spread between government 
and private capital “costs. Municipali- 


ties of the highest credit standing that 


are required to pay close to 3 per cent 
for long-term capital would probably 
find their borrowing costs approaching 
those of the highest-grade corporate 
borrowers, while the borrowing power 
of communities of lower credit standing 
would be seriously. affected.*° 

This comparison of capital costs has 
‘considered only long-term creditor capi- 
tal. Owner capital, characterized by the 
stock issues of private utility corfora- 
tions, has not been included. That this 
form. of capital is an important element 
in the total capital cost is seen from the 
figures for new capital issues of pri- 
vately owned utilities in 1937, Sixty- 
one per cent of the new capital took the 
form of bond issues, while 39 per cent 
was in the form of stock offerings. 
Municipal capital, being in the form of 
: creditor capital, has a cost advantage 
over the owner capital of private corpo- 
rations, for this latter form of capital is 
more expensive than the former. 

Such a comparative advantage, how- 
ever, would tend to be offset under cer- 
tain cifcumstances. If the acquisition 
of public utilities should be brought 
about through the issuance of stock in a 
municipal utility agency, the cost of this 
form of public capital would increase, 
and might even surpass the capital costs 
of the better-managed private corpora- 
tions. The cost of public capital will 
also tend to approach the cost of pri- 
vate capital if the utility plant is the 
sole security for the public bonds. The 
issuance of municipal utility revenue 
bonds, the amortization and service 
charges of which are derived solely from 


10 State and Municipal Compendium, Part I 


(June 30, 1938), p. 9. 

11H. G. Moulton, Financial Organization 
and the Economic System (New York: Mc- 
Graw-Hill, 1938), p. 148. 


. ; to 

the earnings of the public utility prop- 
erty, will tend toward higher public cap- 
ital costs. It is possible, also, that the 
increased risk resulting from municipal 
ownership of utilities may create a tend- 
ency toward a higher interest rate on 
the bonds of the municipality, particu- 
larly if the utilities are not self-sustain- 
ing. 

Although the figures presented above 
support the claim that public capital is 
less costly than private capital, it should 
be emphasized that when a municipality 
undertakes to raise capital for public 
ownership it is a specific case and may 
not conform to the general tendency. 
Only if it can be shown that the credit 
standing of the borrowing municipality 
is of the highest caliber will it follow 
that the cost of the specific capital will 
be lower than could be obtained by pri- 
vate corporate borrowers. Several ,of 
the outstanding private utility corpora- 
tions, whose excellent credit rating re- 
flects the soundness of their financial 
management, are able to obtain capital 
at a lower cost than many municipal 
borrowers. Sound financial manage- 
ment is just as essential to.a govern- 


. ment unit as it is to a business enter- 


prise, and the credit standing of the 
government unit, either municipal or 
Federal, will reflect its fiscal policies. 
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CONCLUSIONS 


Our analysis indicates that the man- 
ner of raising public capital to accom- 
plish ownership of utilities will be 
through the borrowing power of gov- 
ernment units. Probably the most im- 
portant source of such capital will be 
the loanable funds of the banking sys- 
tem, supplemented by accumulated sav- 
ings of individuals and institutions. 
Whether a government unit should uti- 
lize its borrowing power seems, first, to 
be a question of the soundness of its 
credit standing, the amount of its out- 
standing indebtedness, and the effect 


. @ 
upon the economic system of a further 
extension of government debt; and sec- 
ond, a question of whether public own- 
ership of utilities is desirable. This 
means that each case must be consid- 
ered separately, and poses two ques- 
tions. Should the Federal Government 
extend its indebtedness further? Should 
any given municipality extend its in- 
debtedness further? After determining 
the soundness or unsoundness of in- 
creasing the indebtedness of the particu- 
lar government unit, it is then a ques- 
tion of the relative merit of public 
versus private ownership of public uiil- 
ities. 

There is an-element of cost involved 
in public ownership of utilities that 
must ultimately be borne either by the 
taxpayers of the community or by the 


consumers of the utility services. The 
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manner of operation of the utility may 
determine the way this cost is shifted, 
but it is an inescapable charge. Fur- 
thermore, there is a wide variance in the 
cost of public capital, the cost depend- 
ing upon the credit standing of the bor- 
rowing municipality. Within a given 
credit class, public borrowing is less 
expensive than private borrowing; but 
it is also true that only the municipali- 
ties of the highest credit standing can 
borrow more cheaply than the best of 
the private utility corporations. There- ` 
fore, in respect to cost of capital, the 
problem must be related to specific in- 
stances, Is the credit standing of a 
given municipality contemplating public 
ownership strong enough to enable it to 
obtain capital at a lower cost than is 
possible fgr the private utility corpora- 
tion operating in that area? 


Watrous H. Irons, Ph.D., is assistant professor of 
business administration at The University of Texas, 
Austin. He is author of “A Study of the Causes 


Underlying the International Gold Crisis” (1938). 
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Rates in the Electric Industry Under Municipal 


Ownership 


By Hersert B. DoRAU 


HERE are very few general con- 

clusions about municipal ownership 
in the electric industry which are valid. 
There is much more general opinion 
than there is concise information on the 
subject. The wide acceptance which 
‘many of these generalizations have re- 
ceived has not established them as valid. 
In fact, a large part of the literature of 
the subject consists of little more than 
arguments for or arguments against. 
Neither is the opinionation disseminated 
by the propagandists for municipal own- 
ership on any higher level than that of- 
fered in opposition. One side points to 
the outstanding successes and the other 
to the outstanding failures of municipal 
operation. 

However, the way in which proposals 
for local ownership of electric service in 
recent years have been scrutinized by 
the electorate as to merit, even when 
offered on an attractive subsidy and 
loan basis, affords some reason for be- 
lieving that the absolutism based on 
generalized arguments for and against 
is losing ground, and that a degree of 
realism is beginning to prevail locally 
even if not nationally. The Fortune 
poll? of public opinion, although re- 
cording a substantial support for public 
ownership of electric service, neverthe- 
less countered sharply by holding it to 
be a local issue. This is interesting in 
the face of the fact that public owner- 
ship has been appropriated as a national 
issue. Over the history of the electric 
industry there have been at one time or 
another close to four thousand instances 


of municipal ownership; fewer than two. 


1“Fortune Quarterly Survey: V. Public 
Utilities,” Fortune, Vol. 14 (July 1936), pp. 
154-56. 
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thousand of them remain. Extended 
study of the historic reasons for the 
adoption of municipal ownership by the 
communities involved affords no reason 
to conclude that, in general, there was 
a conviction that it was a step to the 
social millennium. In comparatively 
few communities was either the birth or 
the demise of this form of ownership 
supported with that fervor for a cause 
exhibited by relatively few active na- 
tional propagandists. 

It is probably apparent that the ana- 
lyst not burdened with the support of 
a “cause” can adopt a different ap- 
proach and must do so if any refinement 
of understanding of municipal owner- 
ship is to be achieved. Municipal own- 
ership must be studied in the mass as 
a socio-political phenomenon of eco- 
nomic importance without regard for 
the possible implications of the findings 
as favorable or unfavorable. In fact, a 
measure of disdain or positive dis- 
interest in the application or applica- 
bility of the truth as discovered consti- 
tutes an almost indispensable safeguard 
in dealing with a subject so contro- 
versial. 


MEANINGLESS CoMPARISONS 


It appears difficult to ascertain what 
is representative about municipal own- 
ership in the electric industry. No 
reliance should be placed on results in 
particular instances; neither should 
much consideration be given the over-all 
averages of results, for they may be no 
more representative. The achievements 
of the Los Angeles Bureau of Power and 
Light are of obvious significance for 
that community ‘and for others which 
are demonstrably comparable, but have 
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little significance for municipal owner- 
ship in the electric industry as a whole. 
On the other-hand, the national average 
of all the prices asked by municipally 
owned electric establishments for 25 
kilowatt-hours also means nothing. 
Comparison with the average of the 
prices asked by all private establish- 
ments does not make it any more 
-meaningful. 

To illustrate the point, the simple 
average of prices for 25, 100, and 250 
kilowatt-hours charged in communities 
served by municipal and by private 
establishments may be compared. The 
comparison in Table 1 is derived trom 
the typical bills reported by the Feceral 
Power Comntission’s Electric Rate Sur- 
vey, Rate Series No. 2. 


TABLE 1—-SIMPLE AVERAGE NET 
MontTuiy BILLS *—RESIDENTIAL 





Kilowatt-hours 





Per Month 
Class 
25 100 250 
Municipal.......... $2.17 | $5.76 | $11.11 
Private... .......... 2.25] 5.48 3.34 


a These summary simple averages mar dif- 
fer from other simple average computazions 
because of methods of calculation. Com- 
parison with such averages shows less than 
1 per cent variation. 


If one had confidence in the compara- 
bility of the two series, it might be zon- 
cluded that average municipal rates 
were eight cents lower for 25 kilowatt- 
hours, but higher for 100 and 250 
kilowatt-hours. Average typical ills 
for customers ,of municipal estab-ish- 
ments are slightly lower for taiose 
amounts of electricity which the typical 
consumer buys per month. However, 
the typical bills are substantially lower 
for those customers of private estab- 
lishments who buy sufficient electricity 
to qualify as meeting the minimum 


standards of “living electrically.” ‘Thus 
for a larger number of customers the 
municipal average is slightly lower for 
25 kilowatt-hours, substantially the 
same for 40 kilowatt-hours, while for 
a smaller number of customers there is 
a much larger advantage beyond the 
40 kilowatt-hour point. Where the net 
over-all advantage would be found is 
not indicated by any such comparison. 

The comparative facts as set forth 
above were apparently embarrassing to 
the proponents of municipal ownership.” 
On October 21, 1935, the proposal for 
the “establishment of a municipal yard- 
stick plant in New York was discussed 
in public meeting. It was attacked in 
an address by former Justice Joseph M. 
Proskauer and defended by Mayor 
FiorelloeLa Guardia. In the course of 
the argument Mr. Proskauer presented 
such a comparison of private and mu- 
nicipal rates. Proponents of municipal 
ownership, not liking the results, ob- 
jected to the use of simple averages of 
typical bills for all municipal establish- 
ments for comparisons with similar sim- 
ple averages for all private establish- 
ments. In response to a letter of 
inquiry on the validity of such compari- 
sons from Mayor La Guardia, Vice- 
Chairman Manly of the Federal Power 
Commission wrote that unweighted av- 
erages may be “completely misleading,” 
and that the statements of Judge Pros- 
kauer did not present a fair and accu- 
rate picture of the average rates charged 
by municipal plants.* Mr. Manly went 
further to indicate what he believed to 
be the proper method of making such a 
comparison, stating: 


What should be done to present a fair 
and accurate picture of average rates 
charged either by private companies or 


2 W. M. Carpenter, “Comparison of Munici- 
pal and Company Rates,” Tenth Annual De- 
bate Handbook, Vol. 1, p. 180. 

3 Letter of Vice-Chairman Manly to Mayor 
La Guardia, New York Times, Oct. 31, 1935, 
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municipal plants is to weight the averages 
according to either the size of the commu- 
nity or the number ôf customers served. 
Such weighted averages for both the pri- 
vate companies and municipal plants are 
now in course of computation by the staff 
of the Federal Power Commission and will 
be made public within the near future. 


The objections entered to the use of 
the simple average of typical bills imply 
that. municipally served communities are 
* typically small towns and that the fig- 
ures needed are average typical bills per 
customer. It should be obvious that 
these are two entirely different nfeas- 
ures. Each is appropriate for the par- 
ticular purpose for which it is suitable. 
To answer the question as to how the 
average typical bills per customer (ap- 
proximated on a population basjs) com- 
pare with the average typical bills per 
community involves the laborious multi- 
plication of each typical bill by the 
population of that community and the 
division of the total bills (for each 
selected kilowatt-hour volume of con- 
sumption) by the sum of the weights 
applied. The results are different, as 
would be expected. They may be set 
forth in summary form as shown in 
Table 2: 


‘TABLE 2-—WEIGHTED NET MONTHLY 
BILLS—RESIDENTIAL 


Kilowatt-hours 





Per Month 
Class 
25 100 | 250 
Municipal.......... $1.67 | $4.51 | $8.41 


Private..........--. 1.79} 4.80] 9.04 





The results of this laborious calcula- 
tion materially changes the /evel of the 
representative rates for both municipal 
and private plants. The effect on repre- 
sentative levels is indicated by a com- 
parison of average typical bills for all 
communities served by municipal estab- 


$ . 
lishments (simple average of instances) 
and the weighted average of bills for the 
same municipally served communities. 
Table 3 summarizes the comparison. | 


TABLE 3—AveraGe Net Montaty RESI- 
DENTIAL BILLS IN MUNICIPALLY ‘ 
SERVED COMMUNITIES 


Kilowatt-hours 








Per Month 
25 100 250 
Simple Average.,..... chee $5.76 | $11.11 
Weighted Average.. 1.67] 4.51 8.41 


The change in relationship between 
the average of typical municipal bills 
and the average of typical private bills 
is not, however, nearly so marked as 
the change in the level as a whole. 
Thus, while the difference between the 
simple averages for 25 kilowatt-hours 
is 8 cents, the difference between the 
weighted averages is 12 cents. More 
significant changes are noted, however, 
with respect to the relative positions of 
municipal and private averages for the 
weighted average of typical bills for 
100 and 250 kilowatt-hours. On the 
weighted basis the average bill for pri- 
vate establishments for 100 kilowatt- 
hours is now 29 cents higher than the 
weighted average bill for municipal es- 
tablishments, whereas on’ the simple 
average basis it was 28 cents lower. 
Similarly, for 250 kilowatt-hours an 
advantage of $1.77 for private establish- 
ments becomes a disadvantage of 63 
cents. 
The true effect and consequence of 
weighting the typical bill by the popu- 
lation (or number of customers) of the 
communities for which such an average 
is being constructed needs to be clari- 
fied. Thus it has been pointed out that 
the weighted average rate “does not 
merely reflect rates but density of popu- 
lation as well and the average rates in 


e è 
one hundred small towns are obscured 
by the inclusion of one or two large 
cities whose population ‘may exceed 
their total sum.”* This is a conserva- 
tive statement. Actually, the weighting 
of the typical bills for communities hav- 
ing a population of 250,000 and over by 
their population (or the proportion of 
the population served by the municipal 
plant) gives those few communities a 
weight of 14.4 per cent in the average 
for the country—a significance equal to 
that of more than 1,100 small munici- 
pal establishments, or over 60 per cent 
of the total number of instances.® 

If the typical prices for electricity in 
one community such as Los Angeles 
were comparable to the averages for 
other municipally served communities, 
giving a weight to One community equal 
to more than 1,100 other communities 
would not give such distorting results. 
But we may note that the typical bills 
for Los Angeles are not even remotely 
comparable with the averages for all 
municipals, and would be even less com- 
parable with the averages for the more 
than 1,100 communities which in total 
have only the weight of Los Angeles. 
The contrast between the average typi- 
cal bills for Los Angeles and those for 
all communities municipally served may 
be noted in Table 4. 

If the purpose of weighting is to es- 
tablish more representative averages, 
the use of population weights when 
components’ are as dissimilar as Los 
Angeles and the more than 1,100 mu- 
nicipals having an equal total popula- 
tion would be of doubtful validity and 
value. It is no better average, for it 
is not representative of instances of mu- 
nicipal ownership. It is, in fact, less 


4W. M. Carpenter, op. cit. 

5 On the basis of communities and popula- 
tions reported in Rate Series No. 2, with pop- 
ulations apportioned according to proportion 
of domestic customers served in communities 
having both public and private establishments. 
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TABLE 4—AVERAGE TyprcaL BILts, 
WEIGHTED BY POPULATION 
OF CoMMUNITY SERVED ê 





Kilowatt-hours 








Per Month 
Class 
25 100 250 
Los Angeles......... $1.20 | $3.31 | $6.31 
All Municipals.......) 1.67) 4.51] 8.41 


-representative and must be recognized 


as entirely different—an average per 
customer and not an average per com- 
munity instance. 

The answer to this dilemma is that 
the propriety of the method definitely 
depends upon the objective and upon 
the wayein which the resulting average 
is labeled. The simple average, deter- 
mined by giving equal importance to 
each instance of service at a given price, 
is proper if the objective is comparison 
of rate levels by communities. If the 
objective is to determine the average 
price quoted to consumers irrespective 
of the number of communities, -the 
weighted average must be used. Either 
average is proper when correctly used. 
It would be improper, however, upon 
the basis of a simple average, to state 
that the average consumer served by 
private utilities is offered service at a 
lower price than the average consumer 
served by municipal utilities. Neither 
should it be said that, upon the basis 
of a weighted average, prices charged 
in the municipally served communities 
are lower on the average than the prices 
charged in communities served by pri- 
vate enterprise. Substituting the av- 
erage per consumer for the average 
per community contributes nothing to 
the representativeness or significance 
of the average as such. Regardless of 
the merits of simple or weighted aver- 


6 Based on typical bills reported in Rate 
Series No. 2, as of Jan. 1, 1935. 
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ages for a given purpose, it is necessary 
to exercise care in averaging typical bills 
for large and small communities. The 
defect which arises from averaging bills 
for extremely unlike communities is 
common to both averages. This, obvi- < 
ously, is the basis of the controversy 
over the use of simple and weighted 
averages. The, invalidating effect of 
unequal and noncomparable distribu- 
tion of the components is not solved by 
` recourse to another average. The 
weighted average is a different average, 
not a better one; for the fact is that 
municipal ownership is in the ma% so 
nonhomogeneous as to preclude the use 
of comprehensive averages. 


VARIATIONS AMONG MUNICIPAL 
ESTABLISHMENTS 


Municipally owned electric establish- 
ments are of many varieties, forms, and 
sizes. The range in type and size re- 
flects extremely unlike situations. The 
djfferences between the small crossroads 
distributing system, serving a popula- 
tion of 250 or less, and the great under- 
takings serving communities of large 
size, with diversified markets, operating 
on a. self-sufficient basis, should, it 
would seem, forbid their treatment in 
the same category. There is practi- 
cally nothing significant that can be 
stated about municipal ownership as a 
whole. Relatively valid and pertinent 
observations must be limited to classes 
or groups far more homogeneous than 
the undifferentiated total. The only 
characteristic which such widely differ- 
ent situations as Darwin, Minnesota 
(reported population 170) and Los An- 
geles have in‘ common is the fact of 
public ownership. The only important 
characteristic which commonly differen- 
tiates municipal establishments from 
private establishments is their inability 
to benefit to the same degree from the 
advantages of interconnection and the 
economies of large-scale management as 
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afforded by the-large integrated operat- 
ing company or the holding company. 
Is the fact of a common form of owner- 
ship of such far-reaching and funda- 
mental significance that other differ- 
ences of possibly much greater bearing 
on results in general and rates in par- 
ticular should be buried in averages? 

Abstractly, homage is generally paid 
to classification as the first step in the 
scientific approach. The study of munici- 
pal ownership in all its aspects cries for 
observance of this first principle. Clas- 
sification, however, involves more than 
grouping according to such an obvious 
similarity as the type of ownership. It 
involves also recognition of differences, 
and, in case of conflict, requires deci- 
sion as to whether items are to be 
grouped together because in one respect 
they are similar, or segregated because 
in another respect they are dissimilar. 
The relevance of the base of classifica- 
tion to the facts to be studied must be 
determined. Comparisons relying on a 
classification based on a characteristic 
which fails to qualify as giving maxi- 
mum similarity and minimum dissimi- 
larity cannot hope to disclose reasons 
or explanations. More concretely, if it 
can be shown that rates in small com- 
munities served under municipal own- 
ership are influenced far more by the 
small size of the community than by the 
fact of municipal ownership, then the 
fact of ownership becomes of more re- 
mote importance. 

There is no desire or intention to 
overdraw the case. The fact of munici- 
pal ownership does at times and in cer- 
tain respects have an identifiable influ- 
ence of its own. Thus, political pricing 
is admittedly influenced by considera- 
tions other than those which influence 
private enterprise, which is under con- 
stant notice to try to remain solvent. 
The rate curve for municipals is typi- 
cally “flatter” than for private com- 
panies, for, although it commonly be- 
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gins at a relatively lower price for the 
initial step, it fails to decline as much 
for larger amounts consumed. Munici- 
pal undertakings may be subsidized in 
one form or another, but how common 
or how significant this factor is has 
never been determined; or municipal 
electric service may be “endowed” as a 
result of amortization of investment by 
retirement of bonded debt so that rates 
and revenues now cover an apparently 
lower cost of the service. On the other 
hand, the privately owned establishment 
in small communities can be shown to 
have benefited from its location in a 
uniform rate area or by the results of 
centralized hodlding-company manage- 
ment in the matter of both rates and 
service. . 

If, after adequate study of the influ- 
ence of some .of these unusual factors, 
it appears that the more common and 
persistent factors explaining rate levels 
are not uniquely related to the type of 
ownership but, to the contrary, are the 
results of such conditions as the size of 
the community served, or the nearness 
to a major market whose advantages are 
to some extent socialized by uniform 
rate areas, or the fact that one class of 
municipal establishment purchases from 
a private transmission line, then a clas- 
sification according to ownership fails 
to afford a basis for the ascertainment 
of relationships which explain why rates 
are what they are. 

There are now close to two thousand 
municipally owned electric establish- 
ments.” As to character, size, nature 
of the market served, location, and cir- 
cumstances of origin, they are so dis- 
similar that their one common feature, 
that of municipal ownership, may for 
any particular comparison be of sec- 
ondary or remote significance. Recog- 
nition of these characteristics on the 


7 Rate Series No. 2 records 1,740 communi- 
ties municipally served as of Jan. 1, 1935. 
Rate Series B records 1,931 as of Jan. 1, 1937. 


basis of which municipal establishments 
may be more sharply and conclusively 
classified is the first step toward dis- 
covering features which may have an 
important bearing on results in general 
and rate levels in particular. It is pos- 
sible, within the limits of this discus- 
sion, to offer the results of only a few 
exploratory efforts aimed at discovering 
what characteristics of municipally 
owned establishments are more impor- 
tant for rate levels than the mere fact 
of municipal ownership. One of the” 
most obvious bases of classification is 
the stze of the community served. 


SIZE oF COMMUNITY 


It has frequently been observed that 
municipal ownership in the electric in- 
dustry is essentially a small-community 
phenomenon. If this is true, then eval- 
uations or comparisons of rate levels 
must be made in the light of the known 
unfavorable circumstances under which 
small-town service is rendered. The im- 
plications of the fact that rates are gen? 
erally and on the average higher for 
small-community service cannot be 
avoided. Those electric utility organ- 
izations which assume the handicaps of 
serving the most unattractive markets 
should not be expected to suffer com- 
parison with the rate levels achieved 
under more favorable conditions. Some 
evidence of the general relation of com- 
munity size to rate levels is offered in 
Table 5, from the Federal Power Com- 
mission’s Rate Series No. 3.8 

This tabulation clearly shows the in- 
fluence of the size of the community 
served, but it falls far short of showing 
how great the differences due to size 
actually are. Included in the average 
are communities of small size which are 
favored by inclusion in uniform rate 
areas or which have the benefit of near- 


8 Federal Power Commission, Electric Rate 
Survey, Rate Series No. 3, Washington, D. C., 
1935; p. 9. : 
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TABLE 5—Averace Typical BILL 


ALL COMMUNITIES SERVED BY PUBLICLY 
AND PRIVATELY OWNED ESTABLISHMENTS 





Kilowatt-hours 





© Per Month 
Size of Community 

25 | 100 | 250 
250,000 and over...... $1.55 | $4.40 | $9.09 
100,000-249,999....... 1.65] 4.66| 8.55 
50,000- 99,999....... 1.76; 4.56] 8.44 
25,000- 49,999....... 1.84; 4.90] 8.86 
10,000~ 24,999.......| 1.84] 4.84] 8.76 
5,000- 9,999....... 1.95) 5.10] 9.11 
2,500- 4,999....... 2.03] 5.18}, 9.12 
1,000- 2,499....... 2,15} 5.33] 9.27 
* 250-  999....... 2.31} 5.59] 9.56 
Under 250............ 2.33 | 5.54] 9.40 


ness to larger, more economical markets 
for electricity. It is these advantages 
which the small community may and 
generally does share under private own- 
ership of its electric service. 
Municipally owned establishments of 


$ e 
surrounding territory served by private 
enterprise, would their location in these 
respects influence municipal rates. The 
variation of rate levels with the size of 
the community served by municipal es- 
tablishments may therefore throw more 
light on the influence of the size factor 
as such.® From the schedules of typical 
bills as of January 1, 1935, reported in 
the Federal Power Commission’s Rate 
Survey No. 2, are derived the simple 
and weighted averages for municipally 
served communities by community size 
groups, shown in Table 6. 

This refinement clarifies the influence 
of size and other class characteristics. 
The typical bill on both the simple and 
population-weighted bases is, in each 
instance, more than twice as high for 
the smallest communities as for the 
largest, and rises substantially with 
every decrease in community size class 
except for those commuhities falling 
into the 50,000-99,999 and 100,000- 


TABLE 6—Averace Prices CHARGED BY MUNICIPALLY OWNED ELECTRIC ESTABLISHMENTS: 
TOTAL UNITED STATES 


25 Kilowatt-hours 








100 Kilowatt-hours 





Community 
Size Group 
Simple Weighted Simple Weighted 
0- 999 E E $2.61 $2.54 $7.16 $7.00 
500- 90D EEE E 2.31 2.27 6.20 6.11 
1,000- 2,499................ 2.15 2.12 5.51 5.44 
2,500- 4,999.. Lpa 1.95 1.92 5.07 5.04 
5,000- 9,999,............... 1.80 1.76 ° 4.90 4.82 
10,000— 24,999. ............... 1.67 1.65 4.52 4,45 
25,000~ 49,999. ............... 1.51 1.49 4.07 4.04 
§0,000~ 99,999. ............... 1.22 1.21 3.73 3.67 
100,000-249,999.. 0... 2... 1.27 1.28 3.74 3.85 
250,000 and Over............... 1.30 1.26 3.36 3.34 
small size do not derive the same bene- 249,999 population groups. Clearly 


fit from nearness to larger or more di- 
versified markets, or from location in 
the uniform rate area, as large privately 
owned systems. Only by becoming 
wholesale customers of private utility 
systems, or because of the pressure of 
comparisons made with the rates in the 


then, any comparisons of average typi- 


9 Study of all rate levels discloses the fact 
that dispersion of typical bills for municipally 
served communities is much greater than for 
privately served communities. See H. B. Do- 
rau, ‘Dispersion of Prices for Domestic Elec- 
tric Service,” Public Utilities Fortnightly, June 
9, 1938. 
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cal bills for all private establishments 
with those for all municipal establish- 
ments would be invalid if, and to the 
extent that, instances of both municipal 
and private service are not comparably 
distributed among the community size 
groups for which typical average bills 
vary so widely. 

Municipal ownership is a small-town 
phenomenon. ‘This can be clearly ob- 
served from the distribution by commu- 
nity size groups of the 1,740 communi- 
ties reported in Rate Series No. 2, as 
shown in Table 7. 


TABLE 7 





Number of | Per Cent 
Communities | of Total 


Community 
Size Group 


. 0- 499... 348 20.0 
500- 999... 320 18.4 
1,000- 2,499... 512 29.4 
2,500- 4,999... 276 15.9 
5,000- 9,999... 165 9.5 
10,000- 24,999... 90 5.2 
25,000- 49,999... 15 0.9 
50,000- 99,999... 8 0.4 
100,000-249,999... 4 0.2 
250,000 and Over . 2 0.1 
Total....... 1,740 100.0 


While the distribution of the popula- 
tion of municipally served communities 
has no bearing on whether municipal 
ownership is a small-town phenomenon 
or not, yet such an array does throw 
considerable light on the reasons why 
the weighted average differs so from the 
simple average. The result of such a 
distribution of the population served is 
indicated in Table 8. 

The large influence of only six in- 
stances in the two classes 100,000- 
249,999 and 250,000 and over, with a 
total population served of 1,505,977, 
constituting 21.1 per cent of the total, 
is in contrast with the small weight 
(4.8 per cent) of the 668 instances in 
the two smallest groups. This array 





TABLE 8 
Community Population ¢ Per Cent 
Size Group opulation * | of Total 
0- 499... 108,335 1.5 
500~ 999... 232,259 3.3 
1,000- 2,499... 843,615 11.8 
2,500- 4,999... 990,416 13.9 
5,000- 9,999... 1,118,097 15.6 
10,000- 24,999...| 1,317,056 18.4 
25,000— 49,999... 509,465 7A 
50,000- 99,999... 520,962 7.3 
100,000-249,999... 480,411 6.7 
250,000 and Over .| 1,025,566 14.4 
Total ss snag 7,146,182 100.0 


a The population of those communities 
served by both private and municipal estab- 
lishments has been apportioned. 


also points to the significance for mu- 
nicipal ownership of the communities of 
intermediate size falling in the 2,500- 
4,999, 5,000-9,999, and 10,000-24,999 


" size groups. 


Beforé concluding that typical aver- 
age bills for municipally owned estal- 
lishments are influenced by the pre- 
ponderance of small towns so as. to 
constitute a handicap in rate level com- 
parisons, it is necessary to examine the 
distribution of communities served by 
private utility enterprises in the same 
size groups. The distribution of all 
communities served by private under- 
takings for which typical bills were re- 
ported in Rate Series No. 2 is shown 
in Table 9. 

From this distribution it appears that. 
private electric service in terms of com- 
munities served is also a small-town 
phenomenon. In‘total, almost ten times 
as many communities are served by pri- 
vately owned establishments as by pub- 
licly owned undertakings. But for pur- 
poses of determining the comparability 
of average typical bills, it is the distri- 
bution of community instances by size 
groups which concerns us. To deter- 
mine whether public or private owner- 
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TABLE 9 | E 
Community Numbér of | Per Cae 
Size Group Communities | of Total - 
0- 499... 5,770 35.8 ~ 
500- 999... 4,213 26.1 
1,000- 2,499... 3,207 19.9 
2,500- 4,999... 1,261 7.8 
5,000— 9,999... 772 4.8% 
10,000- 24,999... 531 2839 
25,000— 49,999... 183 ict 
50,000- 99,999... 96 0.6 
100,000-249,999... 59 0.4 
‘250,000 and Over . 37 0.2 
Total........ 16,129 100.0 


ship operates under the less favorable 
distribution of communities by size 
groups, a comparison of the percentage 
distribution of municipally and pri- 
vately served communities must be 
made. Bringing together the percent- 
age distribution of each class, we find 
the differences as indicated in Table 10. 





° TABLE 10 
: Per Cent of | Per Cent 
‘Community Total of Total 
Size Group Municipal Private 
O- 499... 20.0 35.8 
500- 999... 18.4 26.1 
1,000~ 2,499... 29.4 19.9 
2,500- 4,999... 15.9 7.8 
5,000- 9,999... 9.5 4.8 
10,000- 24,999... 5.2 3.3 
25,000— 49,999... 0.9 1.1 
50,000- 99,999... 0.4 0.6 
100,000--249,999... 0.2 0.4 
250,000 and Over . 0.1 0.2 
Total........ 100.0 100,0 





Thus it appears that there are not 
only more small communities which are 
served under private ownership, but the 
small communities served by private 
enterprises represent a larger percent- 
tage of the total privately served com- 
munities. The difference for the 0-499 
size group is most marked. Only 20 


Ly e 
“per: reed al all municipally served com- 


> munities are in this group, whereas 35.8 


þer cent of the privately served commu- 
-nities are in this class. If serving this 
‘smallest class is a handicap when av- 


,. erage rates are compared, then it is 
_! private ownership that suffers by such 


comparisons, for its proportion is almost 
twice as large. ‘The disadvantage to 
private ownership holds for the 500-999 
group, which constitutes 26.1 per cent 
of all privately served communities and 
only 18.4 per cent of the municipally 
served communities. Thus for commu- 
nities served by private enterprise, 61.9 
per cent have a population of less than 
1,000, whereas only 38.4 per cent’ of all 
communities served by municipals are 
in this class which is found to be typi- 
cally served at highest rates. 

The turning point is reached in the 
1,000-2,499 group, which size group is 
the first to be relatively mofe important 
among the communities municipally 
served than among those privately 
served. Communities falling in the next 
three size groups—2,500-4,999, 5,000—- 
9,999, and 10,000-24,999—continue to 
be relatively more important in the mu- 
nicipal distribution than for communi- 
ties privately served. Thus, in terms 
of the significance of communities of 
various sizes, municipal ownership is 
characterized by the relative importance 
of communities falling in the 1,000~ 
25,000 population range rather than by 
the number in the smallest size groups. 

It may also be recalled that the av- 
erage typical bills for communities in 
the largest population class were higher 
than for the two immediately smaller 
classes. With some outstanding excep- 
tions, rates do tend to be higher in the 
very largest communities than in places 
of less than 250,000 population. Pri- 
vate ownership serves a greater number 
of these largest communities, and they 
constitute a larger proportion of the in- 
stances of communities privately served 


t ee 
than of those publicly served. Thus the . 
distributions. are not comparable: -Since 
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“munities, ‘The effect of the typical bill 
„for community size groups can be deter- 


neither class is consistently highér-or =. mined by substituting forthe actual 


lower, conclusive comparisons could, ‘it 
would seem, be’ made only among and 
between comparable population size 
groups.’° 

One additional step can, however, be 
taken in an effort to establish the com- 
parability of average typical bills of 
private and municipally served commu- 
nities. To establish comparability, it is 
not necessary that the distribution of 
communities by size should be identical 
for private and municipal plants. The 
advantages’ which municipals have .in 
the relative Significance of one size 
group may be offset by disadvantages in 
the proportion of communities served 
in another size group. Advantages may 
so offset disadvantages that the result- 
ing net effect may be the same for both 
the municipdl and the private enter- 
prises even though the relative impor- 
tance of each size group be different in 
the two distributions. 

In the face of these variables, is it 
possible to determine whether the dis- 
tribution of the communities which mu- 
nicipal ownership serves constitutes an 
advantage or a handicap in comparison 
with distribution of the communities 
served by private undertakings? 


STANDARD DISTRIBUTION 


The clear possibility that the size dis- 
tribution of municipally served commu- 
nities is not on net balance comparable 
with the size distribution of privately 
served communities suggests one more 
effort to establish comparability and 
determine whether average typical bills 
for privately served communities are 
higher than for municipally served com- 


1° This would involve an analysis beyond 
the intended scope and detail of this article. 
There are also other bases of classification 
which would need to be recognized to make 
such a size-group analysis entirely conclusive. 


~ distributions of communities served by 
municipal and private enterprises the 
distribution of all communities, how- 
eyer served. This distribution may be 
used. as the standard against which re- 
spective average typical bills are ap- 
plied: The variation in average typical 
bills that remain can then be said with 
assurance to be due to the difference in . 
rates and not to differences in size-group 
frequency. More concretely, since the 
averdge typical bill for municipally 
served communities in the 0-499 size 
class has a 20 per cent weight in the 
determination of the municipal average, 
while the same size group has a 35.8 per 
cent weight in the determination of the 
average bill in privately served commu- 
nities, a comparison uninfluenced by 
such noncomparable distributions can 
be made only by using the distribution 
of all communities for both series of 
average typical bills. The differences 
in distribution are conveniently sum- 
marized in Table 11. 

The results of a comparison of av- 
erage typical bills for municipally 
served communities determined by ap- 
plication of the actual distribution of 
communities served by size groups and 
the average typical bill for the same 
municipally served communities deter- 
mined by application of the standard 
distribution is summarized in Table 12. 

The effect of imposing the size condi- 
tions of the standard distribution on 
the average bill typical of community 
size groups municipally served is sub- 
stantial. The conclusion would seem 
warranted that on net balance the distri- 
bution of municipally served communi- 
ties is more favorable to a low over-all 
average than the standard distribution, 
and thus more favorable than that un- 
der which private enterprise serves. 

Applying the standard distribution to 
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TABLE 11—PERCENTAGE DISTRIBUTION BY Community SIZE GROUP 





O- L eee eee 
500- i 
1,000- 
2,500- 
5,000- 
10,000- 24,999... Lauan 
25,000- 49,999................0.0. 
50,000- 99,999, ..............000- 
100,000-249,999............ ATES 
250,000 and Over................. 





the average typical bills for size groups 
served by private enterprise leaves over- 
all average typical bills for the privately 
served communities practically un- 


(J 
TABLE 12—ALL MUNICIPALLY SERVED 
COMMUNITIES 


Average Typical Bill for 


Distribution 
« Basis 25 100 250 

, Kw-hrs | Kw-hrs | Kw-hrs 
Actual...'.. 2.17 5.76 11.11 
Standard...} 2.28 6.11 11.98 


changed. The results are summarized 
in Table 13. 


The full effect of applying typical . 


average bills for both municipal and pri- 


TABLE 13—ALL PRIVATELY SERVED 
COMMUNITIES , 


Average Typical Bill for 


Distribution 
Basis |> 95 100 250 
Kw-hrs | Kw-hrs | Kw-hrs 
Actual..... $2.25 $5.48 $9.34 
Standard... 2.24 5.46 9.33 


vate establishments against a standard 
distribution can be observed only when 
the results for each class are brought to- 





Standard Private Municipal 
34.2 35.8 20.0 
25.4 26.1 18.4 
20.8 19.9 29.4 

8.6 7.8 15.9 
5.2 4.8 9.5 
3.5 3.3 5.2 
1.1 1.1 0.9 
0.6 0.6 0.4 
0.4 0.4 0.2 
0.2 0.2 0.1 
100.0 100.0 100.0 





gether for ready comparison. Table 14 
makes the comparison. 

For 25 kilowatt-hours the difference 
is small, as an absolute amount, but it 


TABLE 14—AveracGe TyprrcaL BILLS 
ON THE 'STANDARD DISTRIBUTION 








i 25 100 250 

Class Kw-hrs | Kw-hrs | Kw-hrs 
Municipal ..| $2.28 $6.11 $11.98 
Private..... 2.24 5.46 9.33 





is to be noted that on the actual distri- 
bution the advantage is 8 cents in favor 
of municipals, while on the standard 
distribution the advantage turns to 4 
cents in favor of the privately served 
communities—a gross change of 12 
cents. For 100 kilowatt-hours the pri- 
vate advantage on the actual distribu- 
tion of 28 cents becomes a private ad- 
vantage of 64 cents—a larger propor- 
tionate change. Changes are in the 
same direction for 250 kilowatt-hours, 
changing from $1.77 on the actual basis 
to $2.65 on the standard basis. Thus it 
would appear that, given comparable 
distribution by size groups, over-all 
average bills are reasonably comparable 
for 25 kilowatt-hours but differ mark- 
edly in favor of communities privately 
served for both 100 and 250 kilowatt- 
hours. 
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The communities served by privately 
owned electric utility- enterprises have 
been treated as community instances. 
Actually they are not, in a large propor- 
tion of the cases, served as single com- 
munities. On the other hand, in a large 
proportion of the cases, communities 
served by municipal establishments are 
served as single communities. Inter- 
connection and unified management are 
unusual among municipal establish- 
ments. With rare exceptions, the only 
interconnection that exists is over the 
transmission lines of private utility 
systems. 


Economigs OF INTEGRATION 


Prior to the integration of the electric 
industry and the widespread develop- 
ment of transmission and interconnec- 
tion, practically all municipal estab- 
lishments were isolated, self-sufficient 
establishments generating their total 
output. So were private establishments, 
except in the oldest or most densely 
populated areas. Soon the economies of 
large central station production for di- 
versified markets made small-scale local 
production obsolete. As electricity from 
transmission lines became available, de- 
preciated plants were not replaced or 
not enlarged to meet a growing demand, 
and the self-sufficient municipal estab- 
lishment became a distributing agency 
only. For an interim period a mixed 
status (generating and purchasing) may 
have existed, but numerically this group 
never was important, serving primarily 
as a transition stage. Later in the his- 
tory of municipal ownership, municipal 
establishments more frequently origi- 
nated as a distributing agency. 

‘The greater legal and economic flexi- 
bility of the privately owned electric in- 
dustry gave it greater immediate access 
to the economies of integration and 
interconnection. Scattered as the mu- 
nicipal undertakings were, their only 
available access to these economies was 


through co-operation with private enter- 
prises. Many became wholesale cus- 
tomers of private establishments and 
many more capitulated completely to 
the impact of the industrial revolution 
in the electric industry and sold out to 
the private enterprises serving the area. 
This movement was slow, however, 
reaching substantial proportions only 
during the period following 1923, when 
the public utility capital necessary for 
acquisitions was abundant. 

As late as 1909, only 99 out of a total ` 
of 1,414 municipal establishments pur- 
chaseel their total output. By 1923, 
however, 1,220 out of 3,077 were pur- 
chasing their entire output. The trend 
continued so that by 1932 over half 
(944 out of 1,849).of the municipal 
establishments reported were distribut- 
ing agencies buying their entire output. 
The access which a large part of the 
municipally owned portion of the in- 
dustry now has to the economies result- 
ing from large central stations, diversi- 
fication, and interconnection may be 
presumed to be reflected, at least in 
part, in the rates charged or in the 
extent to which rates charged cover the 
actual cost to municipalities. Private 
enterprise may well claim some‘ credit 
for the reductions of rates in this class 
of municipal establishments,’ as well as 
for distinct improvements in quality and 
reliability. 

Although municipal establishments 
purchasing from private systems thus 
shared in the industrial economies of 
integration, they were in no position to 
share in the business economies of 
combination. This was the important 
contribution of the holding company 
which, as the advance agent of indus- 
trial integration, achieved business 
economies for service in small commu- 
nities before totál integration became 
feasible or economical. To these econ- 
omies municipal establishments obvi- 
ously have no access. They are, in large 


` 
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part, actually community instances in a 
sense in which the privately served com- 
munity is no longer. 

It may be said that no series of av- 
erage typical bills for privately and mu- 
nicipally served communities are com- 
parable. Municipal ownership on an 
isolated or ‘even semi-isolated basis is 
economically obsolete except for com- 
munities of such size as gives access to 
a large measure of the industrial and 
business economies. But has not the 
‘ analysis disclosed the real disadvantage 
of public ownership in the form of mu- 
nicipal ownership? Public ownership is 
uneconomically organized. Although 
this disadvantage may be buried in the 


be 
way in which investment and operating 
records are kept, it nevertheless exists 
and is reflected in the results of rate 
comparisons made on the basis of other- 
wise comparable circumstances, In- 
stead of leaving an invidious implica- 
tion, however, the results of comparisons 
such as we have attempted. should lead 
to an understanding of the inherent dis- 
advantages of local ownership and man- 
agement, be it municipal or private. 
Moreover, it should be apparent that 
the rates of neither municipal nor pri- 
vate establishments can fairly be ex- 
pected to compare favorably with the 
rates offered by a subsidized Tennessee 
Valley Authority. : 


Herbert B. Dorau, Ph.D., is professor of economics 
and chairman gf the Department oj Public Utilities 
and Transportation in the School 0; Commerce, Ac- 

` counts, and Finance of New York University, New 
York City. He has served as associate professor of - 
economics at Northwestern University and as research 
associate in the Institute for Economic Research. He 


is author and co-author of “The Changing Character 


and Extent of Municipal Ownership in the Electric 
Light and Power Industry” (1929), “Materials for 
the Study of Public Utility Economics” (1930), “Eco- 
` nomic Principles and Problems” (1935), and “Planned 
Society” (1937), and of numerous articles in the field 
of public utility regulation and management. - 
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Government Ownership and Operation of the 
Electric Industry . 


By R. H. MONTGOMERY 


HE companion article, on govern- 

ment ownership of railroads, chal- 
lenges the fundamental assumption un- 
derlying private operation of railroads, 
whether regulated or unregulated. This 
assumption is that railroad charges 
should be adequate to pay all costs and 
to provide a fair rate of return on a 
fair value of property. 

The writer submits two premises: 
(1) that railroad charges should cover 
only incremental costs; (2) that incre- 
mental costs should be kept well below 
average costs by continual expansion of 
facilities beyond the point of possible 
profit to private owners. The business 
losses of railroads, under such a system 
of rates, would be more than offset by 
vast gains to shippers and consumers. 

It is theoretically possible that this 
pricing policy could be effected under 
private ownership and operation, or 
under government ownership and pri- 
vate operation. Either would require 
huge government subsidies, and would 
not provide a reasonable probability 
that we would secure the possible bene- 
fits. Government ownership and opera- 
tion offers the only practicable solution. 

Those arguments are equally valid for 
the electric industry. Power plants usu- 
ally operate under more rapidly de- 
creasing average costs than do railroads. 
Demand for electricity, within the range 
of rates possible under the proposed 


pricing policy, is far more elastic than. 


is demand for railroad services. Conse- 
quently, gains to the community would 
be even greater. 
INTRODUCTION OF NEw TECHNIQUES 
Another common assumption, only 
second in importance to the one men- 


tioned above, that merits critical analy- 
sis, is that improvement in techniques 
will be introduced more rapidly under 
corporate than under government con- 
trol. This assumption does not enjoy 
the overwhelming sanction accorded the 
other, but it is conceded by an imposing: 
number of authorities. 

These authorities apparently have 
overlooked the vital question: When 
does it fay to introduce new tech- 
niques? Quite surprisingly, but for 
minor exceptions noted later, the answer 
is the same whether the problem be 
viewed ffom the standpoint of a profit- 
seeking enterpriser or from that of the 
public good. That answer can be stated 
in elementary accounting terms. 

In order to present the matter in sim- 
ple fashion, certain presumptions must 
be introduced. These are, first, those 
which the economists cover into the 
ubiquitous phrase “other things being 
equal”; and second, those which are 
necessary for the following abbreviated 
income account: 

1. Quality, unit price, and number 
of units of output remain the same 
throughout the demonstration ; 

2. Straight line, original cost, depre- 
ciation including obsolescence (depre- 
ciation funds used annually to retire, 
or offset, bonds on capital equipment); 


- annual rate on both old and new equip- 
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ment 10 per cent; 

3. Six per cent interest on bonds; 

4. Viewpoint that of private enter- 
priser seeking maximum profits; 

5. The same original cost for old and 
new equipment; 

1 Dr. Gardiner C. Means, Chief of the In- 


dustrial Section of the National Resources 
Committee, first suggested this analysis to me, 
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6. Old equipment seven-tenths depre- 
ciated; 

7. Operating incdme approximately 
35 per cent of capital value of plant 
(situation in electric industry). 




















TABLE 1 
New Old 
Original cost ........... $100,000 $100,000 
Accrued depreciation .... none 70,000 
z $ 30,000 - 
‘Operating income ....... $ 35,000 $ 35,000 
Operating costs ......... 3,000 20,000 
Gross profits ......... $ 32,000 $ 25,000 
Depreciation ........... 10,000 10,000 
Net profits ........... $ 22,000 $ 5,000 
‘Interest on outstanding $ 
bonds ....esesrress 6,000 1,800 








Stockholders’ surplus .. $ 16,000 $ 3,200 


Table 1 shows a saving in operating 
costs through installation of new ma- 
chinery of $17,000. Depreciation on 
the new equipment (or annual payment 
on purchase bonds) plus annual interest 
on the purchase bonds is $16,000. 
Therefore the company should install 
the new equipment. 

Increase in stockholders’ surplus will 
more than cover interest and principal 
payments on bonds outstanding against 
the old machinery (or annual deprecia- 
tion plus -interest). Note, however, 
that our calculations did not involve 
those interest and principal payments. 

The statement of the principle is this: 
When savings on operating costs are 
greater than additional capital costs 
(bond payments or annual depreciation, 
and interest charges) on new equip- 
ment, it will pay the company to install 
it. 

This is true in every case, regardless 
of whether the new equipment costs 
more than the old or less than the old, 
and regardless of the amount of accrued 
depreciation against the old. 
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The converse of this principle is also 
true? 

Substituting W for operating costs of 
the new equipment, O for the operating 
costs of the old, and C for the capital 
costs of the new, the principle may be 
stated algebraically: When O > N -+C 
it will pay the company to install the 
new. The gain to the company will be 
the amount by which O is greater than 
N +C. When O < N -+C the com- 
pany will lose; and the loss will be the 
amount by which O is less than N -+ C. 

Furthermore, if we disregard the so- 
cial cost of transferring operating labor 
to the capital goods industries or to 
other employment (i.e., cost of retrain- 
ing laborers), social advantage is identi- 
cal with corporate advantage, 

- The peculiar significance of this prin- 
ciple to the question at hand becomes 
obvious if we change the assumptions 
slightly. Table 2 is identical with Ta- 
ble 1 except that the relation of capital 
outlay to operating costs has been 
changed. Here the situation approxi- 
mates that of most industries other than 
utilities. 























TABLE 2 
New Old 

Original cost ........0.. $100,000 $100,000 
Accrued depreciation .... none 70,000 
$ 30,000 
Operating income ....... $300,000 $300,000 
Operating costs .....:... 268,000 285,000 
Gross profits ......... $ 32,000 $ 15,000 
Depreciation ........... 10,000 10,000 
Net profits ........... $ 22,000 $ 5,000 

Interest on outstanding 

bonds ........ eee 6,000 1,800 ' 

Stockholders’ surplus .. $ 16,000 $ 3,200 


The principle stated above is still 
true. Since O > N +C the company 


2 Lack of space prevents mathematical dem- 
onstration of this and the statements in the 
preceding paragraph. 


. the change profitable. 


‘the new technique. 


t 


‘ 


s é 

should install the new equipment; but 
in this instance a slight proportionate 
decrease in operating costs will make 
In the first case 
a decrease in operating costs of over 
80 per cent was necessary to induce 
introduction of the new; in this, a de- 
crease of less than 6 per cent is required. 

The proposition may be stated in 
general terms. The optimum rate of 
introduction of new techniques is a 
function of two independent factors: 
(1) the ratio of operating costs of the 
new to operating costs of the old, and 
(2) the ratio of operating costs of the 
new to capital costs of the new. If 
ratio (t) is small, inducement to intro- 
duce the new is proportionately great. 
If ratio (2), is small, the inducement is 
proportionately small. 

In algebraic, terms, the larger N IC 
becomes, the larger W/O- may be, ap- 


proaching unity as its limit. The ex- 
a N/C 
act formula is: When V/O < W/C1 


it will pay to introduce the new tech- 
nique; otherwise it will not. 
This confirms everyday experience. 


. In highly competitive, atomistic indus- 


tries (those in which operating costs 


are high as compared to capital costs), - 
the enterpriser will rapidly introduce — 


new equipment. In fact, he will often 
be compelled to do so before he should. 
If he does not, he will be forced to as- 
sume a capital loss himself or throw it 
upon his creditors or his stockholders.® 
This occurs because new enterprisers 
entering the industry, and those whose 
equipment has worn out, will introduce 
Through competi- 
tive price they will compel him to write 
off some or all of his capital costs.‘ 

3 David Cushman Coyle has said: “Capital 
loss is the price we pay for technological prog- 
ress... . We can stand as much of progress 
as we can stand of bankruptcy.” 

4 This assumes, as does all the above dis- 


‘cussion, that the new technique is available 


to all enterprisers on like terms. 
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Conversely, in those industries in 
which capital costs are very high as 
compared: to operating costs, enterpris- 


„ers will not find it so profitable to im- 


prove their techniques. There must be 
great savings in operating costs to in- 
duce them to do so. If they have no 
effective (price) competitors, the in- 
ducement will be even less. They will 
frequently find it more profitable to buy 
patents and place them in the morgue 
than to risk having troublesome com- . 
petitors enter the field. A dangerous 
rival might cause tremendous capital 
losses might even force introduction of 
new techniques which under other cir- 
cumstances would be unprofitable. Re- 
cent railroad history would seem to be 
a case in point. 

Furthermore, the  institutionalized 
theory that price in such industries 
should bear a close relationship to op- 
erating costs plus a fair charge for capi- 
tal used and useful tends to make it 
even more unprofitable for the monopo, 
list to introduce changes. If these same 
industries were operated on a basis of 
incremental cost, their operating costs 
would be relatively greater, and the ad- 
vantages of introducing new technigues 
correspondingly increased. 

These results cannot be had with pri- 
vate ownership and operation bound by 
traditional pricing policy. With gov- 
ernment ownership and the suggested 
scheme of rate making, they could be 
had. They probably would be, since it 
is improbable that a democratic govern- 


„ment would find it desirable or even 


possible to sabotage new techniques in 
order to realize monopoly profits. 


POLITICAL PREFERMENT IN PERSONNEL 
SELECTION 


If this argument and those in the 
transportation article are valid, they are 
conclusive. 

However, there are several monoto- 
nously reiterated arguments against 
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ownership and operation by government 
on which I should, like to submit data 
and express opinions, based on my 
study of the electric utilities of Texas. 
The first is that staff personnel will be 
selected on a basis of political allegiance, 
and will be changed with every change 
in administration. 

The superintendent of the Austin 
power plant has been here seventeen 
years. He has held his position not 
. only through many changes in political 
administration, but through two changes 
in the form of city government. Our 
nearest neighbor, Georgetown, has had 
the same superintendent for twenty- 
eight years. Of the thirty-seven mu- 
nicipal plants ë in Texas, eight have had 
the same superintendent for over fifteen 
years; four for over twenty years; eight 
still have their first one. Only four 
towns have changed management dur- 
ing the last two years. In each case the 
previous superintendent served eight 
years or more; and in at least three 
cases (one did not furnish this datum), 
he left to take a better job. 

In terms of averages, these Texas mu- 
nicipalities have owned their electric 
utilities for approximately twenty 
years; the superintendents have held 
their present positions eight years, and 
have been employed in some capacity 
in the plants for almost ten years. 

Except in three small villages where 
the mayor himself serves as utility man- 
ager, no superintendent is related to the 
mayor or to any member of the city 
council. A few years ago, a mayor and 
his village commissioners dismissed the 
superintendent and together assumed 
his job. This is the only case revealed 
by my studies in which partisan politics 
may have influenced a selection. 


5 There are thirty-seven municipally owned 
electric plants in Texas. Thirty-four supplied 
these data ‘in October 1938. The other three 
are small villages in which the mayor serves 
as utility manager. 


a. 

The argument apparently has little if 
any validity. Nor should it be forgot- 
ten that the selection of personnel in 
privately owned utilities is sometimes 
influenced by politics. It is my opinion 
that in Texas political allegiance is at 
least as important in privately owned 
utilities as in municipals. 


RELATIVE EFFICIENCY or MUNICIPAL 
PLANTS 


It is often argued that municipal elec- 
tric plants are much less ‘efficient and 
hence must charge higher rates than pri- 
vate companies; or, if their rates are 
lower, that it is because they do not pay 
taxes as do the private companies. 

There are eleven hundred and twelve 
cities and towns in Texas served by pri- 
vate companies. There are thirty-four 
municipal plants. Valid comparisons 
of rates, services, technical efficiencies, 
and over-all financial results are diffi- 
cult. 

First, all municipal plants in the 
State except one are in very small com- 
munities. Of the thirty-four plants, 
four are in towns having a population of 
10,000 and only one is in a town (Aus- 
tin) having a population of over 50,000. 
It is possible that these small plants are 
less efficient, particularly as to their 
generating units, than are the huge 
plants of the interdependent private 
companies. 

Second, it is difficult to judge fairly 
of the relative adequacy of mainte- 
nance, depreciation, and obsolescence 
reserves, since there is no uniformity in 
accounting procedure. However, all re- 


6 The figures in this section apply to 1933, 
since that is the only year in which com- 
parable data are provided by the Federal 
Trade Commission’s study—Utility Corpora- 
tions—the Federal Power Commission’s Rate 
Survey, and my own study, Electric Utilities 
of Texas. There have been changes in rates 
by both private companies and municipals 
since that date, but the relationships have not 
appreciably changed. 
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liable data indicate that the municipals 
are providing at least as adequate re- 
serves out of current income as are the 
private companies. The plant in Austin 
is providing over three times as much as 
the average of private companies in 
Texas. N 

Third, my computations have not 
taken into account any specific rate of 
return on capital invested in municipal 
plants. These plants are providing for 
their debt charges, interest, and retire- 
ment of principal, out of operating in- 
come,” This amounts to a rate of at 
least 7 per cent on the value of their 
plants. : 

The Federal Power Commission made 
an exhaustive check of typical monthly 
electric bills in each of these 1,146 com- 
munities, for quantities ranging from 25 
to 200,000 kilowatt-hours. The towns 
were divided into 6 population groups; 
the quantities, into 13 categories. Mu- 
nicipals were represented in only 46 of 
the possible 78 comparative categories. 

Tn these 46 specific cases, the munici-. 
pals charge a lower rate than the pri- 
vate companies in 35 cases, while the 
private companies have lower rates in 
11 cases. In these 11 cases the simple 
arithmetical differential in favor of the 
private companies is 8.02 per cent. In 
the other 35 cases the differential in fa- 
vor of the municipals is 18.09 per cent. 
Since the municipals have the advantage 
in every case involving more than 150 
kilowatt-hours per month—the 9 largest 
categories—as well as in 50 per cent of 
those involving the huge residential- 
lighting category, they have an over-all 


7 Texas has a most curious law: Municipals 
are required to provide out of operating in- 
come not only all debt charges, maintenance, 
and adequate depreciation reserves, but also 
all costs of improvements, extensions, and bet- 
terments. If this law were enforced, it would 
be difficult for municipals in rapidly growing 
towns to make adequate additions and im- 
provements. As a matter of fact, the law is 
habitually ignored. 

se 


average advantage of about 12 per cent. 


Do THE TAXPAYERS SUFFER? 


It is argued that municipals are able 
to grant lower rates by charging a part 
of their total cost to the taxpayers of 
the community, because they do not pay 
taxes, The study by the Federal Power 
Commission reverses this argument. It 
is true that the private companies paid 
an average of 9.5 per cent of their gross 
revenues in taxes (this includes all. 
forms of taxes whatsoever), and the 
‘municipals paid only 2.8 per cent. But 
that°shows only one very small segment 
of the picture. The municipals also 
made huge net cash contributions to 
their city governments. For the mu- 
nicipals of Texas this amounted to 24.8 
per cent of total operating revenues. 
This still does not show the entire pic- 
ture. They also rendered an appre- 
ciable amount of free service to their 
cities in the form of power for pumping 
water, lights for schools, parks, streets, 
and other public needs. If charged for 
at the average rate for such services in 
the State, this would have amounted to 
another 12.4 per cent of total operating 
revenues plus these free services, 

To summarize: The private utility 
companies paid 9.5 per cent of their 
total revenues as taxes, while the mu- 
nicipals paid in taxes, net contributions, 
and free services, exactly 40 per cent of 
their total revenue.® 


8 Figures for the Austin plant for 1937 
were: 


Per cent of 
Total Revenues . $1,242,004 total revenues 
TaxeS .......05 $ 87,396 7.04 
Cash  contribu- 
tions ........ $ 217,547 17.51 
Free services ... $ 253,625 20.42 
Total 44.97 
Depreciation re- 
Serve .....44. $ 234,987 
To Surplus .... $ 188,724 


The plant is valued at $2,350,000. It has 
no debt outstanding. It carries an annual 
depreciation of 10 per cent. 
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The private utilities sold $54,513,186 
worth of electritity. The municipals 
sold $2,132,213 worth. If private com- 


`- panies had sold electricity at the’ sched- 


ule of rates charged by municipals in 
communities of the same size, the con- 
sumers of Texas would have saved 
$6,541,582. 

The private companies paid a total 
tax bill of $4,989,243. If they had paid 
the same part of their operating income 
in taxes as the municipals paid in taxes, 
cash contributions, and free service, the 
amount would have been $21,805,274. 
If they had cut rates enough to equalize 
this difference, the saving to consumers 
would have been $16,816,031. 

The hypothetical savings of $23,357,- 
613 indicated above correspond closely 
to those obtainable by applying Ten- 
nessee Valley Authority rate schedules 
to the industry in Texas. They would 
be slightly greater under rates proposed 
by the New York Power Authority. 
‘hey would be still greater under rates 
now charged by the municipal plant of 
Tacoma, Washington, or the private 
company in Quebec. 

Over 99 per cent of the private elec- 
tric industry of Texas is owned by six 
large holding company groups. Two of 
these control 72 per cent of the total. 
They have had a free hand in develop- 
ing the business, as we have no state 
utility commission, and regulation by 
municipalities has been ineffectual. | 

We have had a full share of unsavory 
business practices. Our economic and 
political life has been profoundly af- 
fected. Development of municipal, and 
. more recently of state, power units has 
been quite difficult. 

Furthermore, many of the public 
‘plants in their inception were an at- 
tempt to seize monopoly profits of pri- 
vate companies for the benefit of city 


treasuries rather than for the consumers . 


of electricity. This is preferable to per- 
mitting those profits to be lost in the 


ee 
astounding corridors of a Middle West 
labyrinth. 


ADVANTAGES OF GOVERNMENT 
OWNERSHIP 


Ideologies change slowly. The tradi- 
tional business customs and attitudes 
carry over easily from private to public 
affairs. But when the advantages are 
real and tangible, we do change our ac- 
customed ways. Within a very few 
years we have invested more in public 
roads than the cost of all our railroads; 
more than twice the cost of our power - 
facilities. We are operating them quite 
outside the traditional price economy. 
Probably few would contend that ‘we are 
poorer thereby. 

Government ownership and aperation 
at incremental cost is more easily at- 
tainable in the case of electricity than 
of railroads. It manifestly would be 
impossible to tax the usef of railroad 
services to cover the loss to the govern- 
ment. To do so would raise rates to 
the shipper to the average cost figure, 
and so defeat our purpose. In the 
power industry, this can be done with-_ 
out seriously limiting the use of elec- 
tricity. A ready-to-serve charge can be 
made to cover approximately the indi- 
vidual user’s part of inflexible costs. 
This would undoubtedly prevent a few 
potential users from installing electric 
implements or machines; but the ex- 
periences of those communities which 
have employed the device indicate that 
the effect is negligible. Since current 
would be purchased at incremental-cost 
price, patently each user, once his me- 
ter was installed, would extend his con- 
sumption without reference to the ready- 
to-serve charge. 

Profits to the Nation would be real 
and tangible. If the average electric 
rates now charged by public plants in 
the state of Washington were nationally 
available, savings to consumers would 
approximate $1,000,000,000 annually. 
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Even so, most of the Washington rates 
are still well above incremental cost. 

Sixty or 70 per cent of American in- 
dustry still operates under some sem- 
blance of free business- enterprise, flex- 
ible competitive price, and the profit 
incentive. It is:carrying the burden of 


inefficient operation of the vast decreas- 
ing-cost, inflexible-price, monopolized 
industries. If that incubus were re- 
moved, American industry might once 
more reach a state of prosperity; and 
thereby increase the wealth of the Na- 
tion. 


R. H. Montgomery, Ph.D., is professor of economics 
at the University of Texas, Austin, and consultant to 
the National Resources Committee.. He has previ- 
ously served in the Depariments of Economics at the 
Universities of Kansas and Pittsburgh, as associate 
editor of The Southwestern Political and Social Science 
Quarterly, chief economist of the Federal Planning 
Division, and economic adviser to the Resettlement 
Administrator. He has recently completed a five-year 
study of electric utilities in Texas. He is author of 
“The Cooperative Pattern in Cotton” (1928). 


Public e OMEP of Public Utilities.in the 
Pa United States 


By JouHn BAUER 


O COVER this subject within the 

space limitation necessitates rather 
summary treatment, which will be pre- 
sented under the following subdivisions: 
(1) extent of public ownership; (2) the 
success of public ownership; (3) the 
“advantages of public ownership; (4) 
the pattern of desirable organization. 


e 
EXTENT oF PUBLIC OWNERSHIP 


How extensive is public ownership of 
public utilities in the United States? 
The answer depends upon one’s idea of 
a utility. Apart from railroads, the con- 
ventional use of the term includes elec- 
tricity, gas, telephones, transportation, 
and water supply. If it is thus re- 
stricted, the extent of public ownership 
is relatively small. If, however, it is 
applied also to other recognized public 
functions in modern community life, the 
. scope is very much greater. 

Within the commonly regarded public 
utilities, public ownership has its great- 
est prevalence in the field of water sup- 
ply. According to usual estimates, 
about 90 per cent of the total water 
supply furnished by established water 
_systems is provided through municipal 
‘ownership. Only about 10 per cent is 

furnished through privately owned com- 
panies. These are most common in the 
northeastern parts of the United States; 
they seldom appear in large metropoli- 
tan cities. , 

Gas is furnished almost altogether 
through private ownership. While there 
are several municipally owned sys- 
tems, in the aggregate they are rela- 
tively small and unimportant. In the 
case of Philadelphia the properties are 
municipally owned but have been leased 
for operation to a private company. 
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In the field of urban mass transporta- 
tion private ownership predominates, 
but there is á considerable number of 
municipal systems. Among the fore- 


-most is that of Detroit, which has 


distinctly led in transportation develop- 
ments during recent years. Other note- 
worthy systems are those of Seattle and 
San Francisco. New York City owns 
and operates the “Independent Subway 
System,” but owns also two other sys- 
tems which are leased for operation to 
private companies. Similarly, Philadel- 
phia and Boston own subways but lease 
them to private operators, 

Public ownership of telephones is 
practically nonexistent. Because of its 
technological and territorial factors, the 
telephone has become the most com- 
pletely unified utility in the country, 
and could be brought successfully under 
public ownership only through a coun- 
try-wide Federal agency. While mu- 
nicipal ownership of local exchange serv- 
ice would be practicable, toll operation 
would require organization of interstate 
and national scope. 

The utility which has been subjected 
to most discussion as to public owner- 
ship is electricity, though it is predomi- 
nantly owned and operated privately. 
Approximately 93 per cent of the total 
electricity sold to ultimate consumers 
is provided through private companies, 
and only about 7 per cent through 
publicly owned systems. This latter 
percentage, howevér, embraces an aggre- 
gate of about two thousand municipali- 
ties, including seventeen cities of fifty 
thousand population and over.* 


systems is somewhat indefinite, due (a) to 
the uncertainty as to what constitutes a 


It 


1 The exact number of municipally owned 
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inust be regarded, therefore, as a matter 
of extensive concern, especially from the 
standpoint of prospective extension of 
public ownership. 

During recent years there has been 
extensive interest in the advancement of 
public ownership in the electric field. 
This has been stimulated by the large 
hydroelectric projects under Federal 
ownership, by the widely publicized 
success of municipal ownership, by the 
high rates and other bad conditions in 
the private systems, and by the finan- 
cial assistance furnished through the 
Federal Government in extending mu- 
nicipal ownership.’ 

The-common idea as to the limited 
scope of public ownership in the utility 
field overlooks the fact that various 
other governmental enterprises do not 
differ in general character from those 
directly recognized as public utilities. 
Among such related municipal activities 
would be included sanitation systerns, 
refuse collection, street maintenance and 
traffic control, and indeed every service 
furnished by the municipality to its 
residents. There are also many similar 
state‘and Federal services. Under such 
larger and more adequate concept of 
public utilities, the extent of public 
ownership embraces much more gen- 
erally the recognized public functions 
incident to community and social life. 





municipality at the lower population figure, 
and (b) to obscurity as to what constitutes 
a recognized municipal system—whether this 
may include merely generation for water 
pumping or street lighting, or must include 
also general sale to private consumers. 

2 The right of municipalities to receive Fed- 
eral assistance from the Public Works Admin- 
istration for electric plant construction was 
sustained by the Supreme Court of the United 
States on January 3, 1938. Under the new 
administrative rules adopted since June 1938, 
before a municipality may obtain such as- 
sistance it must first have made a reasonable 
offer for the purchase of privately owned 
properties with which the new construction 
. would otherwise compete. For the P.W.A. 


Success or PUBLIC OWNERSHIP 


The success of public ownership has 
been discussed endlessly for many years, 
and will doubtless continue in dispute 
as long as there are private interests at 
stake. 

The debate has centered particularly 
in the electric field. As to water supply, 
where public ownership is predominant, 
criticism is seldom voiced that there has 
been inefficiency and lack of economy. , 
Success is almost generally assumed. 
In the electric field the situation is very 
differtnt. While the „scope of public 
ownership is relatively much less, its 
alleged inefficiency has been proclaimed 
up and down .the land through every 
available form of communication. This 
zeal appears to be due principally to the 
fact that mostly the inefficiency does 
not exist. It primarily represents fear 
that public ownership may be greatly 
extended, and that the present advan- 
tages of the private systems will be dis- 
turbed. It appeals to various forms of 
prejudice, and seldom deals objectively 
and open-mindedly with the financial 
and operating facts. 

While, of course, there has been in- 
efficiency among publicly owned électric 
systems, for the most part they have 
been quite successful on the basis of 
any practical measurement. This would 
seem reasonably to consist of rates 
charged for service, together with other 
financial accomplishments. The Fed- 
eral Power Commission has made avail- 
able comparative rates of publicly and 
privately owned electric systems, as of 
January 1, 1935. The Commission sub- 
divided the data variously, including in- 
dividual states, nine regional divisions, 
and the country at large. Table 1 is a 
summary compilation of average resi- 
dential bills for the country at large, for 





decision, see Alabama Power Co. v. Ickes, 302 
U. S. 464. 
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three southern divisions separately, and 
for the six other divisions, giving the 
average monthly bills for 25, 100, and 
250 kilowatt-hours.® 


è o 
From the standpoint of mere raté 
comparison, the reasonable conclusion is 
that the smaller municipal plants make 
in general a slightly better showing than 











TABLE 1 
Number | 25 kw-h per 100 kw-h per 250 kw-h per 
of month month month 
municipal 





systems | Municipal] Private |Municipal| Private |Municipal] Private 


* All divisions 


Under 50,000 1,758 $1.93 

50,000 and over 17 1.40 
Three southern divisions 

Under 50,000 423 2.17 

50,000 and over 2 1.89 
Six other divisions 

Under 50,000 1,335, 1.82 

50,000 and over 15 1.15 


The comparisons are made for mu- 
nicipalities under 50,000 population and 
gities of 50,000 and over. In the latter 
group there are only 17, compared with 
1,758 under 50,000. The municipal 
plants thus appear mostly in the smaller 
communities. For the country at large, 
the statement shows that for munici- 
palities under 50,000 population, the 
municipal bills average somewhat lower 
than the private for 25 kw-h and 100 
kw-h per month, but are higher for 
250 kw-h; they favor relatively the 
small consumers. For cities of 50,000 
population and over, the municipal bills 


are substantially lower in all three con- > 


sumption groups. “The larger plants 
thus make relatively a better showing 
than the smaller ones. For the three 
Southern divisions taken separately the 
comparison is less favorable for the 
municipal systems, while for the other 
six divisions it is more favorable. — 


8 Compiled from Federal Power Commis- 

` sion Electric Rate Survey, Comparative Rates 

of Publicly and Privately Owned Electric 
Utilities, Rate Series No. 5. 








$2.08 | $5.18 | $5.23 | $9.91 | $9.02 
1.69 4,33 4.68 7.30 8.43 
2.12 5.57 | 5.25 | 10.47 8.79 
1.97 6.18 5.34 7.92 8.92 
2.07 | 4.99 | 5.211 9.64 | 9.14 
1.54 3.41 4.35 7.00 8.19 


the private, while the larger ones make 
a much better one. The municipal 
rates, however, must be considered in 
the light of the general financial policy. 
To large extent the municipal .practice, 
especially in the smaller communities, 
has been to keep rates nearly on the 
same level as those in nearby communi- 
ties served by private companies, and 
then to make as large profits as possible 
for other municipal purposes. 

In general, the extent to which elec- 
tric plant profits are used for other mu- 
nicipal purposes, in lieu of taxation, is 
indicated by the Federal Power Com- 
mission in its special survey for 1933 
of 1,618 publicly owned plants, or the 
bulk of municipal operation.* As an` 
average, these plants contributed 15.1 
per cent of their gross operating reve- 
nues for other municipal purposes. In 
addition, however, they furnished free 
or underpriced street lighting, water 
pumping, and other municipal electric 
uses. The value of such free or under- 
priced service was estimated on the 

4 Rate Series No. 5. 


a 
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basis of corresponding rates charged by 
private companies for like service, and 
was found to average 7.4 per cent of 
the gross revenues. This percentage is 
in addition to the 15.1 per cent for di- 
rect contributions, making an aggregate 
of 22.5 per cent of gross revenue. This 
is nearly double the tax average of 11.6 
per cent paid by private utilities during 
the same year. ‘These figures com- 
pletely dispose of the common tax argu- 
ment made by private utility interests. 

Besides the lower rates and the 
greater contributions in lieu of taxes, 
consideration of relative success must 
take into account also other financial 
accomplishments of the municipal sys- 
tems. To very large extent, especially 
in the smaller communities, they include 
ordinary additions and improvements to 
operating expenses, without making any 
capital charges. Plant enlargements are 
thus financed directly out of gross 
operating revenues. This accounting 
practice results in overstating operat- 
ing expenses and understating plant 
profits. Usually, only large property 
units which require special bond issues 
are separately charged to capital ac- 
count, or not to operating expenses. In 
such instances, however, the bonds are 
amortized over a limited period, com- 
monly thirty years, and the investment 
is thus absorbed through gross operat- 
ing revenues. i 


Low debt burden 


The result of the common practice of 
absorbing capital additions in operating 
expenses is that the municipal systems 
have a very low relative debt burden 
compared with private companies, which 
maintain the accounting distinction be- 
tween proper capital and operating 
charges, and which do not amortize 
their property investments through gross 
earnings. The Federal Power Commis- 
sion survey did not include the financial 

‘setup and operating results of the mu- 


nicipal systems. Special state surveys 
made by various individuals indicate, 
however, that the extent of debt out- 
standing against municipal electric 
plants is very low compared with the 
“fair value” of corresponding properties 
furnished by private utilities. With 
their low debt burden, the municipal 
plants are in particularly favorable posi- 
tion to furnish low-cost service for the 
future, compared with the private sys- 
tems. y 

For the purpose of indicating the ex- 
tent of debt outstanding, the author has 
made*a special survey of the municipal 
plants in cities of 50,000 population and 
over. This study is based upon a. ques- 
tionnaire which covered the operating 
results and financial standing for the 
year 1934, It supplements the Com- 
mission’s rate comparisons for the larger 
municipal systems, and shows that they 
have rates considerably lower than the 
private. As an average for the year 
1936, the gross revenues exceeded all, 
operating expenses, municipal contribu- 
tions, interest, and amortization, by 28 
per cent. This measures the rate re- 
duction that could have been made on a 
financial self-sustaining basis. 

This special survey brought out fur- 
ther that for the larger systems the 
average book cost of all the properties 
—generation, transmission, and distri- 
bution—was $361 per customer. This 
compares with about $560 as computed 
for the 22 largest private electric sys- 
tems included in the Federal Power 
Commission’s “National Power Sur- 
vey.”> It indicates relative economy 
in’ capital expenditures, and is consid- 


5 Principal Electric Utility Systems in the 
United States, Power Series No. 2. The av- 
erage of $560 per customer is computed. for 
each large system on the basis of total book 
cost of plant and properties, allocated to 
electricity by the ratio of electric to total 
operating revenues; the’ amount thus allo- 
cated is divided by the number of electric 
consumers. 
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erably higher than normal because of 
the extensive hydroelectric facilities of 
three large cities—Los Angeles, Seattle, 
and Tacoma. 

What is particularly significant, how- 
ever, is the low debt outstanding against 
the gross plant investment. In two in- 
stances there was no debt. The average 
for all the systems was only $158 per 
customer, despite the three large hydro 
systems. This is the net figure upon 
which consumers would be required to 
' pay interest and amortization through 

future rates. This is less than one-third 
of the “fair value” commonly cl&imed 
by a private utility, on which a return 
of 6 per cent to 8 per cent would be 
expected. 

Upon comprehensive consideration of 
the facts, there can be no vajid charge 
that municipal electric ownership has 
not been successful. The principal criti- 
cism that may be properly directed 

. against the municipal systems pertains 
to accounting and the keeping of op- 
“erating records. A uniform and simple 
manual of accounting and records should 
be adopted, so that the financial and op- 
erating results would be more definitely 
and accurately shown. With regard to 
rates there is need for extensive re- 
adjustment, with the objective of stimu- 
lating maximum utilization for the vari- 
ous economic and social purposes of the 
. community, instead of profits for relief 
of general taxes. While the use of plant 
profits to meet general budgetary needs 
may be justified as a temporary expe- 
dient, it should not be adopted as the 
principal purpose of municipal owner- 
ship, for it maintains high rates and 
restricts use of electricity for desirable 
public purposes. 


ADVANTAGES OF PUBLIC OWNERSHIP 


The advantages of public ownership 
have been factually demonstrated by 
the comparisons with private systems 
as to rates, financial attainment, and 


as 
particularly position to furnish low-cost 
service for the future. While they have 
been specifically presented with respect 
to electric utilities, subject to extra- 
ordinary controversy, they may be 
broadly applied to ali utilities involving 
important future public functions. 

The great advantage of public owner- 
ship is the elimination of conflicting 
interests between owners and consum- 
ers. The fundamental difficulty in ordi- 
nary public utility organization is the 
inherent divergence between private and 
public interests. Ownership rests with 
private individuals represented by the 
company and the particular manage- 
ment. Their interests inevitably differ 
from those of the consumers, and from 
the general public objective of cheap 
utility services for the various economic 
and social advancement of the commu- 
nity. This divergence has particularly 
complicated the efforts of public regu- 
lation legally imposed upon the private 
utilities. While it has affected every 
important phase of regulation, it has 
interfered especially with rate control, 
principally in the determination and 
maintenance of the rate base upon 
which a fair return must be allowed. 

This is not the place for discussion 
of regulation, its difficulties, and the 
possibilities of desirable readjustment. 
While, doubtless, fundamental changes 
might be made to make regulation more 
effective, there would still be divergence 
between the private interests and public 
objectives. Inasmuch as a utility is 
recognized as performing an important 
public function, and since it inevitably 
involves monopoly organization, there 
would be long-run advantages in out- 
right public organization so as to elimi- 
nate the divergence between ownership 
and consumers. Government can own 
and operate more effectively than it can 
regulate after ownership and manage- 
ment have been placed in the hands of 
private business interests. 


Puse OwneErsHip or Pustec UTILITIES 55 


e er 

Apart from the fundamental consid- 
eration of avoiding conflicts of interest, 
public ownership has also other very 
distinct advantages which redound to 
the public benefit through low costs, 
low rates, and greater development in 
utilization. These advantages have 
been extensively realized in practice and 
may be briefly summarized: 

1. Both capital and operating ex- 
penditures are lower. There is no infla- 
tionary accounting, no by-profits to 
affiliated companies, and no extrava- 
gance due to elaborateness of organiza- 
tion. There is more direct accounta- 
bility to the consumers, who are also 
the voters. 

2. There is the special advantage of 
low interest rates or cost of obtaining 
capital. Community credit is normally 
better than that of any private concern, 
and there is no mark-up of actual cost, 
The available interest rate on new 
financing now varies from 2% per cent 
to 4 per cent, depending on special cir- 
cumstances. In contrast, private utili- 
ties commonly demand 8 per cent on 
the “fair value” of the properties, and 
6 per cent is the generally recognized 
minimum rate approved by the courts. 
The low interest rate required for public 
ownership is particularly significant in 
that fixed capital requirements are large 
for most utilities. It is, moreover, pred- 
icated upon relatively low capital out- 
lay, so that the financial advantages of 
public ownership are compounded. 

The common claim that public man- 
agement would bog down with political 
spoils and inefficiency has little factual 
support. While, of course, political ap- 
pointments are too common, for the 
most part management has been in com- 
petent hands, without significant inter- 
ference, Furthermore, managerial abil- 
ity is equally available for public as for 
private organization, though there is a 
tendency for municipal systems to 
maintain too low salary standards. 


PATTERNS OF PUBLIC ORGANIZATION 


If important public functions should 
be organized publicly so as to avoid con- 
flicts of interest and to attain the posi- 
tive advantages of public ownership, 
special consideration should be given to 
the desirable pattern and procedure in 
bringing about public ownership on a 
satisfactory basis. 

The first point of importance is to de- 
termine the real significance of public , 
organization. Merely because a par- 
ticular kind of property has come under 
the d&signation of public utility is no 
conclusive reason for organizing it pub- 
licly. In the case of street railways, for 
example, it would be the greatest of 
mistakes to establish municipal owner- 
ship; but ethe situation would be very 
different as to bus transportation. For 
electricity, which occupies increasingly 
an important place in practically all 
phases of economic and social develop- 
ment, there is the greatest reason to, 
consider the advantages of public own- 
ership. The real public importance of 
a utility should determine the desira- 
bility of bringing about public organiza- 
tion. 

The scope of public organization is 
an important consideration in establish- 
ing public ownership. It has been dis- 
cussed mostly from the municipal stand- 
point. This is properly applicable to 
utilities whose activities are entirely or 
predominantly restricted to a particular 
community, e.g., water supply, local 
mass transportation, and manufactured 
gas. It applies also to the distribution 
of electricity, but not to its generation 
and transmission. Likewise, it may be 
extended to local exchange telephone 
service, but not to toll operation which 
has an interstate and national rami- 
fication. 

The scope of public organization de- 
pends upon the character of the utility. 
Since its extension is likely to be con- 
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sidered principally with respect to elec- 
tricity, there is particular need to for- 
mulate a suitable program to fit the 
technological conditions. There should 
be, particularly, distinction between 
generation and transmission on the one 
hand and distribution on the other. 
The former are functions that extend 
normally beyond any one municipality 
, and involve considerable territory, if 
electric power is to be provided most 
. economically, at the lowest attainable 
cost. For this purpose, public owner- 
ship should be mostly on a state-wide 
basis, which would permit proper co- 
ordination of all power resources, par- 
ticularly the construction of large gen- 
erating plants, with maximum efficiency, 
at most strategic places, All the plants 
would be connected with suitable trans- 
mission lines to carry the electricity to 
the distribution centers. 
Final distribution, however, may be 
publicly organized on a municipal basis, 
e though it should include suburban areas 
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which form a homogeneous distribution . 


area. Under such local public owner- 
ship, electricity would be purchased 
wholesale from the state-owned generat- 
ing and transmission system. This co- 
ordination would furnish the most eco- 
nomical and best integrated form of 
public organization. The state system 
might include also smaller municipali- 
ties and rural areas, particularly rural 
electrification, whose effectiveness de- 
pends upon co-ordinated state planning 
and low-cost state credit. 

Besides the integration of local and 
state public ownership, there is also a 
place for Federal ownership of the large 
hydroelectric projects. The power as 
generated would be delivered to the 
state-owned transmission lines. Provi- 
sion should be made also for exchange 
of power between states, subject to defi- 
nite measurement and to settlement on 
the basis of regular rate schedules. 

In the discussion of municipal owner- 


` 


a 
ship, there is often failure to compre- 
hend clearly the phases in which’ local 
electric organization is desirable. Em- 
phasis is frequently put upon genera- 
tion, while the real advantages are in 
distribution. Only in very large cities 
can local generation be attained as eco- 
nomically as a transmitted supply from 
a large central station. Proper co-ordi- 
nation of public ownership would pro- 
vide separately for generation and 
transmission on a state basis, and would 
leave-the function of distribution to the 
municipalities or suitable districts to 
include duly integrated distribution 
territories. 


Relation with existing utilities 


Besides the proper scope of public 
organization, an important matter is 
reasonable dealing with existing utili- 
ties. This applies particularly to elec- 
tricity, which in practically every in- 
stance is already available through a 
privately owned system when public 
ownership is to be established. The 
question is whether the public system 
should be provided without regard to 
the private facilities, or whether the lat- 
ter should first be publicly acquired and 
then co-ordinated with such additions, 
extensions, and improvements as may 
prove desirable. The answer depends 
upon the agreement that may be 
reached with the private company, or 
upon other available procedure to ac- 
quire the properties at a reasonable 
price. 

If obtainable at their really “fair 
value,” the existing properties should, 
of course, be acquired and then ex- 
tended and improved according to pub- 
lic needs. ‘This course would avoid 
duplication of capital, would deal fairly 
with existing investors, and would pro- 
vide for successful operation from the 
outset; otherwise the public system 
would be forced to compete with the 
private company, and so would face 
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much greater difficulty in attaining 
financial success. If, however, the pri- 
vately owned properties cannot be ac- 
quired at a reasonable price, there may 
be no practical alternative but to pro- 
ceed with a competitive plant. This 
very competitive force, however, should 
be planned and used so as to induce the 
private owners to settle at a reasonable 
price rather than incur the risk of 
complete investment loss. 

Consideration should be given also to 
the type of organization through which 
public ownership is carried out. The 
common form is direct ownership, with 
operation through a regular govern- 
mental department. For the smaller 
communities, this is probably the best 
form of organization. For larger ones, 
a special commission has advantages, 
particularly in that it can be more read- 
ily safeguarded from ordinary political 
appointments. A third type of organi- 
zation is a special corporation owned 
directly by the municipality or other 
governmental unit. This is applicable 


to the larger cities, the states, and the 
Federal Government. It lends itself 
most readily to sotind financial and 
managerial policies, upon a definite ac- 
counting and other factual procedure, 
with maximum protection against politi- 
cal invasion. 

What is basically needed is adequate 
planning for the establishment of public 
ownership. Unfortunately, this is per- 
haps more the exception than the rule. 
Unsatisfactory experience with instances 
of public ownership is usually due to ° 
lack of adequate planning and handling 
in thee initial establishment and financ- 
ing. These are matters of profound im- 
portance for success, and they should 
receive due attention by public officials 
and groups that are interested either in 
the general advancement of public own- 
ership or in a particular undertaking. 
With proper initial establishment, pub- 
lic ownership is practically certain of 
successful operation. It furnishes the 
goal of desirable future public utility 
organization. l ° 
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Electricity: The People’s Business 


By Davin E. LILIENTHAL 


OR at least two decades electricity 

has been a transcendent public is- 
sue, regardless of the prevailing politi- 
cal or economic philosophy. Why is it 
that the American people have been and 
continue to be so intensely concerned 
about electricity? 

There are some leaders of the great 
power companies who are completely at 
a loss to understand why this issue re- 
mains so persistently in the public mind. 
About ten years ago I heard Mr. Martin 
J. Insull discuss this matter over the 
radio. “Why,” said Mr. Insull in sub- 
stance, “the average person pays only 
a few cents a day as his electricity bill. 
Then why all the public fuss about elec- 
tricity? The issue is not a real one, and 
would expire but for a few men who 
keep it alive for political purposes.” 
And there have been other utility execu- 
tives, equally bewildered by the per- 
sistence of public interest in power, who 
have used the same argument about 
how little the average person pays for 
electricity. 


ELECTRICITY AS A SYMBOL 


It is not so simple as this argument 
implies. If all that is involved were a 
few cents a day, no politician the world 
has ever known could keep the Ameri- 
can people keenly concerned over elec- 
tricity. The question goes far deeper. 
Electricity is not just a commodity to 
be bought like groceries or automobiles. 
To most people it is a symbol—a sym- 
bol of freedom from drudgery, a symbol 
of a new way of living. Electricity is a 
symbol, as a flag is a symbol. Matter- 
of-fact people might say: After all, what 
is the, American flag? Simply a piece 
of colored muslin. What is there about 
muslin for people to get so emotional 
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about? Such a remark would be fool- 
ish, of course. And it is just as foolish 
to try to wave aside deep issues involved 
in power by saying that electricity is 
just something you buy that costs very 
little, and there is therefore no genuine 
and widespread interest in the question. 

The instincts of the average man and 
woman on matters of this kind are usu- 
ally a sound guide to follow. And the 
rank and file of people look upon elec- 
tricity as a force—a power that, prop- 
erly released, can change the whole face 
of living for themselves and their chil- 
dren. We can hardly think how life 
would go on, certainly in a city or town, 
without electricity. Almost every day, 
science and invention are finding new 
uses for this energy. Most of us re- 
member the time when electricity meant 
a light bulb hanging from a cord. That 
was considered a miracle then, and so 
it was. But today we do not think of 
electricity only as a naked light bulb. 
In millions of homes electricity now 
brings music and the news of the world; 
over a slender wire come heat for cook- 
ing, cold for refrigeration, and energy to 
do the work of the home. And in our 
factories it- brings energy for the tiniest 
motor or to move huge machinery that 
crushes tons of steel with no apparent 
effort. Electricity touches our indi- 
vidual lives. But it does more than 
that. It brings new and incalculable 
forces into play, forces that will deter- 
mine the kind of country in which we 
will live a decade or two hence. 

In the earlier days of our so-called 
“machine age” it was the steam engine 
that stood like a magnetic force at the 
very center of things. The power of the 
steam engine could not be broken up 
and sent out to the worker; so instead, 
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workers were brought in to the factories. 
Factories were concentrated in a few 
large industrial centers. Men and 
women were taken from the countryside 
and crowded into congested slums. 
Thus to a certain extent the magnificent 
technical advance of American industry 
was wrought at the expense of the work- 
er’s welfare. All too often he was the 
loser in human terms of living condi- 
tions and working conditions. 

But now, at the beginning of the 
power age, electricity can help to restore 
the order and well-being of our national 
life. Electricity is a flexible and mobile 
force. It can move out, coursing over 
transmission networks, to seek the 


worker at the forest, the quarry, and the ` 


mine. As much as any other single 
force, electricity can help us to elimi- 
nate the sweatshop and the slum. It 
can help us to restore a balance of 
opportunity between city and country— 
between the factory and the farm. 


ELECTRICITY AS A PUBLIC BUSINESS 


There is nothing complicated or tech- 
nical about the basic issues concerning 
power. If we understand the funda- 
mentals—and those fundamentals are 
simple and clear-cut—we need not try 
to follow through the maze of technical 


discussions by engineers, accountants, . 


and rate experts. One principle we 
must understand, and the rest becomes 
detail. That principle is simply this: 
Electricity is the people’s business. 
The business of supplying electricity 
must be run by the servants of the com- 
munity, whether they be private cor- 
porations or public officials, as the pub- 
lic’s enterprise; otherwise the full social 
benefits that can flow from electricity 
will never come to us and to our chil- 
dren. 

We frequently hear the term “private 
utilities.” Now of course there is no 
such thing: the term is “public utili- 
ties,” whether the utility in question is 


operated by private persons or by pub- 
lic officials. When a community dis- 
tributes electricity to its citizens, the 
government is not thereby engaging in 
private business, nor is the government 
thereby competing with private busi- 
ness. To talk about the service of elec- 
tricity by a public agency as if it were 
an ordinary private enterprise like sell- 
ing groceries or automobiles simply neg- 
lects the facts. The fact is that since 
the establishment of the Republic, pub- 
lic utilities have been recognized in the ' 
constitutional law of our country as 
publi¢ and not private undertakings. 
The Supreme Court of the United 
States, in speaking of a public utility 


“many years ago, said: “Though the cor- 


poration was private, its work was pub- 
lic, as muqh so as if it were constructed 
by the state.” “Such a [public utility] 
corporation was created for public pur- 
poses. It performs a function of the 
state.” Let me repeat: The supply of 
electricity is so essential to community 
welfare and our individual life that it® 
must be treated as a public business. 
Now because electricity is a .public 
business, the service can be furnished to 
a community by the community itself. 
As a matter of fact, the electricity 
plants in a large number of the cities of 
this country were originally built by 
the communities themselves, in the same 
way that the community would build 
streets or sewer systems or water plants, 
and for similar reasons. The commu- 
nity can serve itself with electricity, or 
it can designate an agent, a servant, to 
do this job for it. And in most of the 
cities of the United States, private serv- 
ants in the form of public utility cor- 
porations have received franchises from 
the people permitting them, as a matter 
of grace and not a matter of right, to 
perform this public function. This, 
then, is the starting point in any analy- 
sis of the power question: that the 
rendering of electric service is a public 
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undertaking and not an ordinary private 
business. And that is true whether the 
service is rendered through public offi- 
cials by the community itself, or 
whether it is rendered by a private cor- 
poration designated by the community 
for this purpose. 

Is the supplying of electricity in the 
United States today operated as the peo- 
ple’s business? Before we try to answer 
that question, let us take a quick glance 
at the historical development of elec- 
' tricity supply during the past twenty- 
five years or so. 

; Ee 
| DEVELOPMENT or ELECTRICITY SUPPLY 


The supply of electricity began as a 
local enterprise. Throughout the coun- 
try, separate electric generating plants 
and distribution facilities were set up 
in each community. Frequently they 
were built by cities and towns them- 
‘selves, and operated by them. Gen- 
erally, however, the privilege of furnish- 
ing electricity and using streets was con- 
“ferred on corporations. The control of 
these corporations and their supervision, 
even in the larger communities, were for 
the most part in the hands of the people 
in the community itself. 

Then came a great engineering devel- 
opment. Instead of small local plants, 
each operating separately, large plants, 
operated by coal or by water power, 
were.constructed. It proved economical 
to send the electricity from a few large 
plants over high power transmission 
lines into a whole group of communities. 
_ This was called “interconnection,” or 
was sometimes referred to as “super- 
power.” ‘This interconnection of sev- 
eral communities into a system that was 
tied together had engineering and eco- 
nomic advantages over the separate, iso- 
lated plants. , 

But what really changed the funda- 
mental characteristics of the electricity 
business was not this engineering devel- 
opment. It was the appearance on the 


ee 


` scene of the financial wizard. And the 


rabbit which this magician pulled out of 
the hat was called the holding company. 
The hand was quicker than the eye, and 
in ten years most of the people’s busi- 
ness of electricity left the control of the 
communities and was concentrated in 
the hands of a few men in the financial 
centers of our country. 

It does little good merely to condemn 
those men who turned the people’s -busi- 
ness into the greatest private monopoly 


.of all time. We are not concerned with 


individuals, or with merely retelling the 
lurid events familiar to all. What we 
are concerned with is to determine 
whether, in this process of concentration 
and exploitation, electricity was dealt 
with as a public enterprise, as a great 
social force. The answer is clear. The 
conviction is deeply felt that electricity, 
with notable exceptions, is not con- 
ducted as the people’s business. 


RESTORATION OF DEMOCRATIC CONTROL 


The job that lies ahead seems clear. 
It is not solely a question of fair rates 
or proper accounting or preventing 
stock swindles or abolishing holding 
company fees. These are all important 
changes. But they are only part of .an 
entire program the purpose of which is 
nothing less than to restore public con- 
trol of this essential of life. Electricity 
must become an instrument of democ- 
racy. And this can be done without 
sacrificing the engineering and business . 
economies that have been effected. The 
process may be a long one. It takes 
only a few years to destroy a democratic 
institution, but it often takes a long, 
uphill fight to rebuild public control. 
But rebuild public control we must, or 
every institution of democracy is 
threatened. 

The best statement of this whole 
problem was made three years ago by 
one who for twenty years worked hard 
to prevent this catastrophe from over- 
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taking us. He is now leading the effort 
to undo the evil. Let me read you the 
closing paragraph from the message of 
the President of the United States to 
the Congress of March 12, 1935: 


Most of us agree that we should take the 
control and the benefits of the essentially 
local operating utility industry out of a 
few financial centers and give back that 
control and those benefits to the localities 
which produce the business and create the 
wealth. We can properly favor economi- 
cally independent business, which stands 
on its own feet and diffuses power and re- 
sponsibility among the many, and frowns 
upon those holding companies which, 
through interlocking directorates and other 
devices, have given tyrannical power and 
exclusive opportunity to a favored few. It 
is time to make an effort to reverse that 
process of the concentration of power 
which has made most American citizens, 
once traditionally independent owners of 
their own businesses, helplessly dependent 
for their daily bread upon the favor of a 
very few, who, by devices such as holding 
companies, have taken for themselves un- 
warranted economic power. I am against 
private socialism of concentrated private 
power as thoroughly as I am against gov- 
ernmental socialism. The one is equally as 
dangerous as the other; and destruction of 
private socialism is utterly essential to 
avoid governmental socialism. 


How can we restore democratic con- 


trol over electricity? No single meas- 


ure can do the job. And certainly the 
ownership of all the electric utilities in 


* the country by the Government of the 


United States is not the answer. The 
only persons who would favor such a 
move would be those who feel that in 
that way holding-company securities of 
uncertain value ‘could be bailed out. 
Centralization of the electricity business 
in Washington is no more the answer 
than the present centralization in a 
business bureaucracy in New York and 
Chicago. No, the way to decentralize is 
to decentralize, and not merely change 
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the form of centralization from a pri- 
vate government, called a holding com- 
pany, to the Federal ‘Government. 

In the past few years a number of 
statutes have been. enacted under which 
electricity will provide its full measure 
of social benefits under a democratic 
pattern of organization. Notably there 
have been the enactment of the Holding 
Company Act of 1935, the Federal wa- 
ter power amendments of the same year, 
the creation of the Rural Electrification | 
Administration by the Federal Govern- 
ment, and the establishment of agencies 
with Similar purpdses by most of the 
states. Not because it is more impor- 
tant than ‘any of this work but because 
I am more familiar with it, let me take 
some illustrations from the work of the 
Tennessee, Valley Authority—illustra- 
tions which indicate in some respects 
how electricity can be treated as the 
people’s business. 


ORIGIN or T.V.A. Procram e 


The source of the T.V.A. electricity 
program lies in certain rather well- 
known engineering and constitutional 
principles. Congress directed the Ten- 
nessee Valley Authority to provide a 
nine-foot navigable channel throughout 
the length of the Tennessee River from 
Knoxville to the mouth, near Paducah, 
a distance of 658 miles, and to provide 
for the control of destructive floods. ‘To 
carry out this mandate, the Board has 
proceeded to the construction in the 
main river of a series of high dams and 
to the construction of dams in canyons 
on tributaries of the Tennessee River. 
Here we have a familiar and traditional 
function of the National Government, 
the providing of an interstate highway 
of transportation and the control of de- 
structive waters on an interstate stream. 

Everyone knows that when water 
falls, there is power in that water— 
power that men have used from time 
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immemorial. So when T.V.A. lets water 
through these dams in pursuance of its 
constitutional functions with respect to 
navigation and the control of floods, the 
question is not whether power should be 
developed—-the power is there by the 
mere fact that water is falling. The 
question is whether the power in that 
falling water shall be harnessed and uti- 
lized in the form of electricity by put- 
_ting the water through turbines and 

generators, or whether that power shall 
` be allowed to go to waste. 

It is almost unthinkable that this 
power should not be made avaflable, 
since with a relatively small additional 
investment of equipment it can be 
harnessed and put to work. And that 
is precisely what Congress has directed 
shall be done. The economy, of such a 
plan is apparent at once. If a dam is 
built for navigation alone, or flood con- 
trol alone, or (as in the case of a private 
development) for power alone, the cost 

eof securing navigation, flood control, 

and power is greater than if all three 
purposes can be served by a single 
structure and the costs of the structure 
divided among the three or more serv- 
ices. . 

What is to be done with this vast po- 
tential supply of electric power? The 
policies governing the sale of that public 
property of electricity, as written into 
the Tennessee Valley Authority Act as 
amended in 1935, are comprehensive 
and have deep social and economic im- 
plications. All the power not employed 


for strictly governmental purposes is to . 


«ls. 


be sold, according to the statute, “in 
order to avoid the waste of water 
power,” and the Board is authorized “to 
transmit and market such power as in 
this act provided, and thereby, so far as 
may be practical, to assist in liquidating 
the cost or aid in the maintenance of the 
projects of the Authority.” 

In other words, the first duty of the 
T.V.A. Board is to sell the power and 


ee 

use the revenues to help pay the operat- 
ing costs and repay the investment in 
the project. But in securing these reve- 
nues, the widest possible use of elec- 
tricity, particularly in homes and on 
farms, is specifically laid down as a 
policy to guide the Authority. Though 
the’ project must plan to support itself, 
the national policy is clearly one of 
maximum use consistent with reasonable 
costs—not maximum financial returns. 
Some of the statutory language is un- 
usually interesting and worthy of study: 

This policy is further declared to be 
that the projects herein provided for shall 
be considered primarily as for the benefit 
of the people of the section as a whole and 
particularly the domestic and rural con- 
sumers to whom the power can economi- 
cally be made available, and accordingly 
that sale to and use by industry shall be 
a secondary purpose, to bè utilized princi- 
pally to secure a sufficiently high load fac- 
tor and revenue returns which will permit 
domestic and rural use at the lowest pos- 
sible rates and in such manner as to en- 
courage increased domestic and rural use 
of electricity. 


PREFERENCE IN SALE 


To whom is this electricity to be 
sold? The statute provides that it may 
be sold to persons or corporations, both 
public and private, including public 
utility corporations and industrial cor- 
porations, but a clear preference in the 
sale of this power is conferred upon pub- 
lic, nonprofit distributing agencies, such © 
as municipalities and mutual associa- ` 
tions. This preference in the sale of 
public property to a nonprofit agency 
follows a tradition old in American law. 
- Under this Act of Congress the possi- 
bility of public ownership of electricity 
is kept open, if the people of a commu- 
nity or area themselves desire it. It is 
not forced upon them, nor (as the courts 
have found) are they coerced or induced 
by the Federal Government to go into 
public ownership. But if a community 
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desires to perform this essentially public 
activity directly rather than through a 
private agent, the T.V.A. must sell it the 
power, where it is economically feasible 
to do so. 

Most of the antagonism to the Ten- 
nessee Valley Authority on the part of 
private power interests is directed 
against this provision of the law. A 
considerable number of communities in 
the Tennessee Valley, after holding elec- 
tions on the question, have made appli- 
cation to purchase some of this publicly 
produced power. The state supreme 
courts have held, in those states, that 
these cities have the right under state 
law to purchase power and to distribute 
it. In virtually every case, the munici- 
palities have offered to buy the facilities 
of the existing utility serving their com- 
munity and tọ use those purchased fa- 
cilities in distributing the power pur- 
chased from T.V.A. 


Community RIGHTS 


To restore control of electricity in the 
hands of the people does not, in my 


opinion, require universal public owner-. 


ship. But it does require a recognition 
of the public character of electricity and 
of the rights of the community. 

We are a long way from a restoration 
of a democratic community control of 
electricity. How we meet this issue will 
largely affect our future as a people. If 
we follow two principles in our national, 
state, and local affairs we shall be on 
sound ground: first, that the supply of 
electricity shall be conducted and 


treated in every respect as the people’s 
business; and second, that the right of 
any community to serve itself with elec- 
tricity, when for any reason it is dis- 
satisfied with the services of the private 
agent which it has designated, shall be 
clearly recognized and shall not be inter- 
fered with, whether by influencing elec- 
tions, by securing hamstringing legisla- 
tion, or by vexatious litigation. 

Everyone wants investment in useful 
property of privately owned utilities to, 
be protected. No one wants uneco- 
nomic competition. No one wants the 
wast® of duplicating facilities; no one 
wants two electric systems in a commu- 
nity where one will serve as well. But 
private monopoly has an obligation on 
its side to deal fairly with the commu- 
nity, to yecognize the public nature of 
the enterprise in which it is engaged, 
to acknowledge that the public interest 
with respect to electricity is paramount. 
Nowhere has this principle been better 
expressed than in an opinion by an il; 
lustrious Chief Justice of the Supreme 
Court of the United States. In one of 
the first cases which came before that 
Court involving the claims of a public 
utility to a monopoly, Mr. Chief Justice 
Taney spoke these words, which I com- 
mend to all who are interested in the 
issue of public power: 


While the rights of private property are 
sacredly guarded, we must not forget that 
the community also have rights, and that 
the happiness and well-being of every citi- 
zen depends on their faithful preservation. 


David E. Lilienthal, LL.B., is a director of the Ten- 
nessee Valley Authority, Knoxville, Tennessee. He 
was a practicing lawyer in Chicago from 1923 to 1931, 
during which time he was associate special counsel for 
the City of Chicago in its telephone rate controversy. 
In 1931 he revised the public utilities statutes of Wis- 
consin and reorganized the Wisconsin Public Service 
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Write-Ups: Do They Affect Rates? 


By Joun T. MADDEN * 


HIS paper will undertake to con- 

sider only a small segment of the 
public utility controversy—namely, the 
effect which the alleged write-ups in the 
capital assets of the electric and gas 
utilities have upon rates paid by the 
consumer. We shall attempt first to 
state the allegations made by the Fed- 
“eral Trade Commission, which had a 
large part in the passage of the Public 
Utility Act of 1935. Next we shal? con- 
sider the character and quality of the 
evidence and test its accuracy and valid- 
ity. 

First, we must ask, “Just what con- 
stitutes a write-up?”. And, mirabile 
dictu, a careful search of the ninety-five 
volumes constituting eighty-four reports 

_issued by the Federal Trade Commis- 
sion on the results of its investigation 
discloses no definition of write-ups that 
Ts helpful in telling us just what was 
construed as a write-up and what was 
not. Such definitions as may be gleaned 
from the reports are statements of opin- 
ion of examiners or witnesses, and are 
usually carefully identified as such. No 
definition is found for which the Federal 
Trade Commission itself appears to as- 
sume responsibility. In general, “write- 
up” is apparently used as a catchall 
term in the reports of the Federal Trade 
‘Commission and the Summary Report 
72-A. Thus, the only recourse left to 
the investigator is to analyze and clas- 
sify all the instances of write-ups 
charged in the report in order to deter- 
mine what the Commission in fact 
treated as a write-up.* 

* The author wishes to acknowledge the 
substantial contribution to the study of Dr. 
J. R. Foster of the Department of Public 
Utilities, New York University. 

1See “A Study of the Public Utility In- 
dustry,” Edison Electric Institute Bulletin, 
June 1937, pp. 236 et seg. 


.aminations. 
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CHARGES MADE BY FEDERAL TRADE 
COMMISSION 


The accounting practices of some of 
the gas and electric utilities with respect 
to capital asset accounting were severely 
criticized by the Federal Trade Com- 
mission, which did not hesitate to desig- 
nate them as “abuses.” ? The Com- 
mission issued a summary under the 
caption, “Summary of Write-ups, Im- 
properly Capitalized Intangibles and 
Inflation Included in the Capital Assets 
of the Top Holding, Sub-holding and 
Operating Companies at the Final 
Dates of Examination and Gross Totals 
of Such Write-ups.” $ 

The aggregate amount of write-ups 
alleged to exist in the book figures: of 
the ninety-one operating companies was 
22.1 per cent of the combined capital 
assets of these companies, excluding the 
write-ups, at the final dates of the ex- 
Expressed in other words, 
the write-ups were said to be equivalent 
to over 22 per cent of the value on the 
books of such capital assets.‘ 

In the case of the operating com- 
panies, inflated and fictitious capital 
assets were said to be given weight in 
fixing the rate base and to furnish the 
basis for issuance of securities upon 
which the utilities are entitled to earn 
a return. In the case of holding com- 
panies, the “fictitious asset values” were 
said to be the basis of security issues. 
The pressure upon their operating com- 
panies to earn the retyrn necessary to 
support a topheavy and inflated hold- 
ing company system was alleged to re- 
sult in exploitation of consumers. 

2Senate Document 92, Utility Corporations, 
70th Cong., 1st Sess., Summary Report 72-A. 


8 Op. cit., p. 302. 
40Op. cit, pp. 299, 845. 


. . . Write-ups evidently have been a de- 
vice for the maintenance of rates at. a 
level above that which would have been 
maintained without write-ups, or if the ac- 
tual investment had been definitely known 
by the public.’ i 


It will be observed that it is in the 
presence of state regulation that write- 
ups are supposed’ to have such adverse 
effects on-the price which the consumer 
must pay. It was admitted in the Sum- 
mary Report of the Federal Trade Com- 
mission that rates are fixed by the con- 
sideration of a reasonable return on the 
fair value of the property used and use- 
ful in the public service. The original 
cost of the property is one of the ele- 
ments determining the fair value or rate 
base® [Emphasis ours.] 

Therefore, “there is a direct relation- 
ship between’ the cost of a company’s 
property and the rates which it may be 
permitted to charge for the service ren- 
dered.” Many regulatory authorities, 
so it is stated, have no means of deter- 
. mining the actual cost to a company of 
utility property, so that book values 
containing concealed elements of infla- 
tion may be influential in determining 
property values for the fixing of rates.” 
The presence of write-ups on the books 


of the operating companies, so it is al- . 


leged, requires the consumer to pay 
rates higher by the amount of the re- 


turn allowed on such “improper” addi- - 


tions to the fixed capital accounts. 


Criticism of state commissions 


In the Summary Report 73-A, there 
is a survey of instances in which write- 
ups of fixed capital assets became the 
basis for security issues. The author 
concludes “that as a national proposi- 

5 Op. cit p. 848. 

® It should be understood that an evidence 
or “element” of value has evidentiary signif- 
cance if relevant in the particular case. Value 
is not determined by averaging all evidences 
whether relevant in the particular case or not. 

TOP. cit., p. 299. 
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tion there is virtually no regulation of 
the issuance of securities of public- 
service corporations, upon a valuation 
basis.”® The state commissions gen- 
erally are said to be concerned with 
whether the new securities are being is- 
sued for purposes right and proper un- 
der the law, and not with the possibility 
gf overcapitalization on the basis of ex- 
cessive purchase prices or book figures 
in excess of “fair value.” This commis- 


_ sion practice is said to be significant be- 


cause extortionate prices must be col- 
lected from the consumers in order to 
meet the interest charges on securities 
issued on the basis of inflated fixed capi- 
tal assets. 

It would seem to be equally, if not 
even more, logical to conclude that 
these sarhe commissions would be the 
last to be influenced in rate deci- 
sions by their approval of security 
issues. , ` 

A summary table which listed the in- 
dividual operating companies examined 
and the amounts of write-ups said to 
have been disclosed by the examina- 
tions, was printed as Exhibit 6218 in 
the Federal Trade Commission Report.® 
A similar table was printed in the Con- 
gressional Record at the request of Sen- 
ator Norris of Nebraska.*° Senator 
Norris said that there was “not any 
basis” for the write-ups used in the 
table. 


8 Study by Jay L. Jackson, Summary Re- 
port, No. 73-A, p. 109. 

9 Senate Document 92, Utility Corporations, 
70th Cong., Ist Sess., Part 76, p. 420. 

10 Congressional Record, Senate, June 12, 
1935, p. 9464. There are some variations in 
amounts as between the two tables which are 
possibly accounted for by eliminations or revi- 
sions by the Federal Trade Commission subse- 
quent to the publication of Exhibit 6218. 
However, since the source of the tables 
printed in the Record at the request of Sen- 
ator Norris is not indicated, the data appear- 
ing in Exhibit 6218 of the Federal Trade Com- 
mission publication are used for the purpose 
of this article. 
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Relationship between rates and write- 
-Ups 

Since the Federal Trade Commission 

record contains only a limited amount 


‘of evidence presented by the utility 


companies as to the lack of relationship 
between utility rates and write-ups, it 
will be worth while to ascertain, if pos- 
sible, from other sources just what the 
relationship actually was. There was 


- „testimony in the Senate and House 


hearings on the Public Utility Bill of 
1935 to the effect that write-ups, had 
no adverse effect on rates. 

This supposition as to the influence 
of write-ups on prices implies that the 
greater the proportion by which the 
fixed capital is “written up,” the higher 
the price of service. If, in fact, a write- 
up affects charges to the ultimate con- 
sumer, and if, as some contend, that 
excess burden is equivalent to the in- 
terest on the “watered stock,” the effect 
en rates must bear some relationship to 
the amount of the write-up. 

Senator Wheeler asserted that “prac- 
tical results do not support the theory” 
of the utility interests that write-ups do 
not affect rates to the consumer.*? 

It is, of course, sometimes difficult to 
devise a method of measuring or evalu- 
ating practical results. 
the Federal Trade Commission and the 
Federal Power Commission furnish the 
basis, however, for a reasonable conclu- 
sion that the assertion has not been 
proved and probably is not true. 

The foregoing is, then, a brief but 

11 The reader may wish to refer to the fol- 
lowing sources: Hearings on S. 1725 before 
the Senate Committee on Interstate Com- 
merce, 74th Cong., Ist Sess., p. 834; Hearings 
on H. R. 5423 before the House Committee on 
Interstate and Foreign Commerce, 74th Cong., 
ist Sess., Part 2, p. 1135; testimony of Mr. R. 
H. Barnes (as to Duke Power Co.), F. T. C. 
Part 76, p. $31; testimony of Mr. S. R. Inch, 
House Hearings, Part 2, p. 1135. 


12 Congressional Record, Senate, March 28, 
1935, p. 4776. 
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The reports of. 


succinct presentation of the burden of 
the allegations as to the “abuse” of 
write-ups. 


A CONFUSED SITUATION 


When one prepares and critically ex- 
amines the details of the classified write- 
ups in the reports, many transactions 
appear to be of little consequence. 
Some were decidedly improper. On the 
other hand, a write-up may serve large 
and useful purposes; it may be a prac- 
tical device to a socially acceptable end, 
and yet be challenged as violating some 
other principle accepted as a norm of 
good practice. Thus, a write-up may 
serve useful economic ends, be contrary 
to accepted accounting practices, but be 
entirely legal; or a transaction may 
have no economic significance, be con- 
trary to accepted accouriting practice, 
but be ordered by a utility commission 
with authority to control accounting 
practice. The greater good is rarely 
achieved without accepting a measure 
of the less desirable. 

But when we measure the accounting 
practices of the electric utilities against 
the prevailing practices in other busi- 
nesses, we discover that accountants 
themselves were baffled by the complex- 
ity of`the problems which had devel- 
oped during the period of rapidly rising 
prices incident to the World War. Ac- 
countants as well as business manage- 
ments were bogged in the quagmire of 
shifting price levels and purchasing 
power. In fact, there was no estab- 
lished principle. There were some who 
favored the common custom of attempt- 
ing to revalue assets from time to time 
according to the then ‘current concep- 
tions of value. Others held that ac- 
counting was a record function and not 
a valuation function.* 


18 “Accounting Principles Affecting Corpo- 
rate Reports,” The Accounting Review, June 
1936; A. C. Littleton, “Value and Price in 
Accounting,” ibéd., Sept. 1929. See also John 
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Accountants were, therefore, in some 
instances attempting to record the eco- 
nomic significance of the changes that 
were taking place by sanctioning the 
recognition of appreciation in the books 
of account. Neither were regulatory 
commissions unanimous in what was re- 
quired of utility enterprises. Among 
the commissions regulating accounting 
practices there were those that specifi- 
cally sanctioned or permitted the prac- 
tices which the Federal Trade Commis- 
sion classified as abuses. 

It is more clearly seen today, not only 
in utilities but in all corporate enter- 
prises after the experience with the 
practice of recording values in books of 
account other than cost to the account- 
ing company, that the practice has been 
‘fraught with considerable danger and 
much unhappy result. But the utilities 
are not peculiarly to be blamed, in the 
absence of restrictive regulations, for 
following the general trend of the times 
or for choosing among alternatives in 
cases where regulatory authority was 
absent or acquiescent. 

Even if one were to accept the point 
of view that the book records should 
always (at least) show cost to the ac- 
counting company, there still remains 
the problem created by the differing 
values of a series of “cost” dollars over 
a period of shifting levels of values and 
prices. Dollars invested during a pe- 
riod of expansion or at the crest of the 
business cycle cannot be compared with 








R. Wildman, “A Symposium on Appreciation,” 
ibid., March 1930; W. A. Paton (Ed.), Ac- 
countants’ Handbook (2nd ed.; New York: 
Ronald Press, 1934), quotation from Hat- 
field, p. 743; Roy B. Kester, Advanced Ac- 
counting (3rd rev. ed.), pp. 94, 95, 103, 104; 
Arthur Lowes Dickinson, Accounting Practice 
and Procedure (New York: Ronald Press, 
1917), pp. 80-81; C. B. Couchman, “Classi- 
fication of Surplus,” The Journal of Account- 
ancy, Vol. XX XI (1921), p. 271; Robert H. 
Montgomery, “Accounts Limitations,” zbid., 
Vol. XLIV (1927), p. 258. 


dollars invested when expansion has 
given way to depression. A summary 
of such “costs” may be a meaningless 
jumble of dollars, no two series of which 
may be exactly alike. No system of 
uniform accounting will cure this defect. 


Basis or UTILITY ACCOUNTING 


However, as far as accounting is con- 
cerned, conditions in the public utility 
field were probably more satisfactory 
than in any other industry, taken as a, 
whole. Most of the operating com- 
panies had for some time been following 
or at®least been guided by uniform clas- 
sifications of accounts and uniform. 
methods of reporting, either prescribed 
by a state commission or advised by the 
National Association of Railway and 
Utility Commissioners or the National 
Electric Light Association. . There was, 
therefore, in so far as operating com- 
panies were concerned, a considerable 
degree .of uniformity in the classifica- 
tion of accounts, in the recording of 
facts, and in the assembly of those facts 
in statements presented to the public. 

Space will not permit typical illustra- 
tions of the numerous practical circum- 
stances which arose in the development 
of the utility industry. Many ‘of the 
early undertakings were organized as 
simple enterprises, where the owner or 
his family provided the initial capital in 
what was at that time, in many in- 
stances, a speculative venture where lit- 
tle if any public financing was or could 
be done. In the days before no-par 
stock was permitted, an entrepreneur in 
this new industry might have been 
forced to violate traditional accounting 
rules in order to achieve the justifiable 
economic end of establishing or extend- 
ing a local electric light plant. In no 
small way, the difficulties and frequent 
abuses that have arisen in the fields of 
corporate enterprise can be traced to 
the failure to bring to a common level 
the standards of action in the fields of 


r 


68 THE ANNALS oF THE AMERICAN Acavemy í 


economics, accounting, and law. When 
any one of these lags, progress is hin- 
dered or “abuses” occur as the by- 
product of efforts to achieve progress 
despite archaic restraints. To recog- 
hize this is not to condone; it merely 
helps to understand. 


FEDERAL TRADE COMMISSION ANALYSIS 


But now let us see what effect the 
“abuses” had upon rates. 
_ The Federal Trade Commission ex- 
amined ninety-one operating companies, 
including four not supplying service at 
retail, and determined the amounts of 
write-ups, improperly capitalized in- 
tangibles, and inflation included in the 
“ capital ‘assets of these companies at the 
final dates oftheir examination." The 
analysis involves a total of eighty-seven 
operating companies which supply elec- 
tric service to consumers in 5,883 com- 
munities. It is possible, where such a 
large number of communities are served, 
{that a comparison of weighted average 
prices may be of value in measuring the 
actual effect, if any, of write-ups on the 
price of electricity. The first step 
would be to arrange the eighty-seven 
operating companies into groups accord- 
ing to ‘the extent of the write-ups dis- 
closed by the Federal Trade Commis- 
sion. This was done. The first class 
includes utility companies where no 
write-up was alleged, or where the 
amount was less than 10 per cent of 
the fixed capital. The classifications 
must be arbitrary as to the percentage 
of write-up, but 10 per cent was selected 
as the upper limit for the first group 
because increases of less than 10 per 
cent in the fixed capital account often 
may be due to minor book adjustments 
or requirements of accounting proce- 
dure. Generally, they cannot be said to 


be due to a deliberate attempt to inflate. 


the capital accounts. The second, third, 


14 Federal Trade Commission, Part 76, Ex- 
hibit 6218, p. 420. 
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eee ag cee 
` and fourth classes:‘embrace companies 


grouped accoiding: ‘tothe increased per- 
centage of write-ups , in their respective 
records of book. cost. ' Here again the 
choice of pércentage points for this clas- 
sification was arbitrary, Class II rang- 
ing from 10 to 24.9 per cent; Class III 
from 25 to 39.9 per-cent; and Class IV 
covering 40 per cent. and over. 

Among the companies examined and 
found free from write-ups were several 
with relatively low rates, and others, 
supplying less favorable territories, with 
relatively high prices. The companies 
in Classes III and IV include several 
with relatively low average prices. The 
results of the comparison may be influ- 
enced by accidental distribution of high- 
and low-price companies among the 
classes, Yet there are a large number 
of companies in each graup, and since 
it is alleged that the write-ups have a 
direct and unfavorable effect on the 
price, it is reasonable to assume that in 
such a comparison their unfavorable ef- 
fect would be apparent. If it is not 
apparent, the argument at once assumes 
a doubtful character, and the conclusion 
so strongly expressed by the Commis- 
sion appears to be unfounded by the 
test of “practical results.” 

This comparison is comprehensive in 
form, and therefore superior to a com- 
parison of the prices of one company 
with those of another. The results of 
this study are wholly negative in char- 
acter, and the conclusion is inescapable 
that rate comparisons yield no evidence 
that write-ups have affected prices to 
the ultimate consumer. The levels of 
prices charged by electric utilities are 
either absolutely or substantially deter- 


15 It should be understood that the state- 
ment of the Federal Trade Commission as to 
the amount of write-up has been accepted for 
this analysis. No study has been made for 
this purpose as to the character of the trans- 
actions which gave rise to the alleged inflation 
of capital accounts—as to whether an alleged 
write-up actually was a write-up. 


a 


mined by other factors ‘than the degree 
of inflation of book- costs." - ` 

Chart 1 shows’: the “comparison of 
weighted average prices for 40 kilowatt- 
hours charged by companies classified 
according to the percentage ratio of al- 
leged write-up to fixed capital less 


a 
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amount of such write-up. The chart 
also classifies the results by ten com- 
munity size groups. Space will not per- 
mit the reproduction of charts showing 
results for other kilowatt-hours of con- 
sumption, but the following comments 
on the outcome are of interest. The 


CHART 1 








AVERAGE PRICE IN DOLLARS 


ANERAGE PRICE IN DOLLARS 


COMPARISON OF WEIGHTED AVERAGE PRICES FOR FORTY KILOWATT-HOURS 
CHARGED BY COMPANIES ACCORDING TO THE PERCENTAGE RATIO OF 
ALLEGED WRITE-UP TO FIXED CAPITAL LESS AMOUNT 
OF SUCH WRITE-UP 


BY COMMUNITY SIZE GROUP 


The first bar in each size group represents Class I, in which there was no alleged write-up 


or where the amount was less than 10 per cent of the fixed capital, 


The second bar represents 


Class II, with write-ups from 10 to 24.9 per cent; the third bar Class III, from 25 to 39.9 per 
cent; the fourth bar Class IV, 40 per cent and over. 
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over-all averages of Class I (not over 
10 per cent of write-ups) are measur- 
ably lower than the other three classes 
until 150 kilowatt-hours is'reached. At 
500 kilowatt-hours the weighted average 
price for Class I is higher than for any 
of the other classes. The average of all 
Class II companies, with write-ups of 
from 10 to 24.9 per cent, is higher at all 
points of consumption until 250 kilo- 
watt-hours is reached. To this point, 
. the results conform to the theories of 
those who contend that write-ups tend 
to increase the price of service. It 
would be expected that with a’ still 
larger percentage of write-ups (as in the 
case of Class III companies), the prices 
would be relatively higher: Instead, 
they are lower at all points except 40 
kilowatt-hours of consumptien, where 
the difference is 4 cents. In case of op- 


erating companies where the write-up ` 


was alleged to be over 40 per cent, the 
average prices continue the downward 
trend at 15 and 40 kilowatt-hours, while 
at 25 kilowatt-hours the prices are 
identical. 

There is, therefore, nothing consistent 
about the data. They do not support 
any theory or statement as to the effect 
on rates of inflation of book figures. 

Further, the average size of communi- 
ties served by the companies in each 
class influences the results. Attention 
was called to the fact that the average 
prices of Class I are generally below 
those of Classes II, III, and IV. This 
result is not astonishing in view of the 
average ‘sizes of the communities served 
by companies in the four classes. 


Average Population of 


Class Communities Served 
A Seet hai canter 4,854 
TDS, oe ego E ohare 3,644 
i T coon Stas estes Se 2,666 
IV ire aictiatrcee te woe hy 3,130 


. It would be expected, therefore, that 
the companies in Classes I and II would 
be able to serve at lower average prices. 


. e 

For this reason, the averages were 
computed by; community size groups. 
The average net monthly bills for forty 
kilowatt-hours may be more easily com- 
pared when presented in the form of 
Chart 1. An examination of the aver- 
ages for the various community size 
groups shows no tendency for rates to 
be influenced by the amount of write- 
up. 
At forty kilowatt-hours, in communi- 
ties of 0-499 population, the average 
for Class ITI is lowest and the others 
are only a cent or two apart. In com- 
munities of 500 to 999 population, Class 
III is lowest, followed by Classes II, I, 
and IV. In the remaining size groups 
up to 25,000 population, the ranking is 
the same except that Classes I and II 
change positions. It is evident that the 
lower over-all prices of-Class I com- 
panies are largely explained by the pres- 
ence of a relatively greater number of 
major markets in the service areas of 
these companies. 


SECOND ANALYSIS 


It is possible to carry the analysis a 
step further by the application of a dif- 
ferent method. For the purpose of this 
study, the data for forty kilowatt-hours 
are taken because this number is gen- 
erally closest to the median consump- 
tion. In the second chart, the average 
price charged by each operating com- 
pany with write-ups is plotted as a 
point. The horizontal scale is the per- 
centage relation between the alleged 
write-up and the fixed capital assets 
minus the write-up. 

These are over-all weighted averages 
for forty kilowatt-hours, and so it must 
be recognized that the average price for 
each operating company is influenced 
by the size of operating enterprise and 
the relative number of large and small 
communities served. 

The advantage of this method, how- 
ever, is that each company is treated as 


Writt-Urs: Do THEY AFFECT RATES? 71 


CHART 2 


DIAGRAM SHOWING AVERAGE PRICES FOR FORTY KILOWATT-HOURS CHARGED 
BY OPERATING COMPANIES EXAMINED BY THE TRADE COMMISSION AND THE 
`J PERCENTAGE RATIO OF WRITE-UPS TO CAPITAL ASSETS 
FOR EACH SUCH COMPANY 
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E 25000-100000 POPULATION 
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PERCENTAGE RATIO OF WRITE-UP TO FIXED CAPITAL 


an individual instance. There are no 
classes to be influenced by unequal dis- 
tribution of companies with extreme 
prices which are markedly influenced by 
factors not being measured. 

The lack of any regularity in the data 
plotted on Chart 2 is at once apparent. 


CONCLUSION 


The discussion to this point has as- 
sumed the presence of a system of state 
regulation of the price of utility service. 
The effect of write-ups on residential 
rates in states without commission regu- 
lation is assumed to be similar in char- 
acter to the effect in states with regula- 





tion. Presumably, if a. company were 
free to fix its own rates, it would follow 
the principles of monopoly pricing, a 
privilege which would require it to ig- 
nore rather than to recognize either the 
original or book cost of its property. 
The elasticity of the demand for elec- 
tricity would be the determining factor 
in fixing prices which would yield the 
largest net return. In fact, no utility is 
free to fix its own charges for service. 
A restraint arising from the availability 
of competitive fuels and the necessity of 
maintaining agreeable public relations 
may be none the less effective, even 
though not legal in form. 
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The conclusion must be, therefore, 
that no proof exists to support the 
assertion that appreciation of ledger 
values results in higher rates than would 
otherwise be charged. 

The regulatory procedure of state 
commissions has thus far guarded the 
consumer against injury from write-ups 
with reasonable effectiveness. 

The case for public ownership has re- 
lied almost wholly on destructive criti- 
- cism of private enterprise. The posi- 
tive case for publie ownership has been 


substantially neglected and subordi- 


nated. Consequently the case for mu- - 


nicipal ownership has also substantially 
escaped critical appraisal on its own 
merits. 

Our conclusion is that analysis of the 
record does not sustain the allegations. 
Both the nature and the significance of 
“write-ups” have been misunderstood, 
and out of this misunderstanding un- 
justifiable conclusions unfavorable to 
the system of state regulated private 
enterprise have been drawn. 
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"Functions of the Federal Power Commission 


By Crype L. Seavey 


HE Federal Power Commission, 

created by the -Federal Water 
Power Act of June 10, 1920, originally 
consisted of the Secretary of War, the 
Secretary of Agriculture, and the Sec- 
retary of the Interior. In 1930 the 
Commission was established as an in- 
dependent agency composed of five 
commissioners appointed by the Presi- 
dent by and with the consent of the 
Senate.? The principal functions of the 
Commission until 1935 related to the 
licensing and regulation of hydroelectric 
power developments at Government 
dams, on public lands, on navigable 
waters of the ‘United States, and on 
other, streams or bodies of water over 
which Congress has jurisdiction under 
its authority to regulate commerce with 
foreign nations and among the several 
states. 

Title II of the Public Utility Act of 
1935 changed the name of the Federal 
Water Power Act to the Federal Power 
Act, and in addition to expanding the 
jurisdiction of the Commission over 
matters covered by the Federal Water 
Power Act, conferred upon the Com- 
mission certain regulatory powers over 
electric utilities which own or operate 
facilities for the transmission or sale at 
wholesale of electric energy in interstate 
commerce? The Federal Power Act, 
however, is only one of six statutes un- 
der which the Federal Power Commis- 
sion now performs functions. The other 
five statutes are the Tennessee Valley 
Authority Act of 1933, as amended,’ 
the Bonneville Act," the Fort Peck Act,® 

141 Stat. 1063. : 

246 Stat. 797. 

349 Stat. 803. 

448 Stat. 58, as amended, 49 Stat. 1075. 


5 50 Stat. 731. 
6 52 Stat. 403. ` 
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the Flood Control Act of 1938,” and the 
Natural Gas Act.® 


FEDERAL Power Act 


The Federal Power Act consists of 
three parts. Part I contains the provi- 
sions of the Federal Water Power Act 
of 1920, as amended; Part II embodies . 
certain of the Commission’s regulatory 
functions over electric utility companies 
engaged in interstate commerce; Part 
III principally includes procedural and 
administrative provisions relating to li- 
censees of the Commission and public 
utilities subject to the Commission’s 
jurisdiction. ; i 


Licensing functions 


The Federal Power Act makes it un- 
lawful for any person, state, or munici- 
pality, for the purpose of developing: 
electric power, to construct, operate, or 
maintain any dam, water conduit, reser-: 
voir, or other works incidental thereto 
upon the navigable waters of the United 
States, or upon public lands, or utilize 
the surplus water or water power from 
any Government dam except under and 


în accordance with a permit or valid. 


existing right-of-way granted prior to 
June 10, 1920, or a license granted pur- 
suant to the Federal Power Act.’ 

A license must also be obtained by 
any person desiring to construct a dam 
or other project works in any stream 
over which Congress has jurisdiction 
under its authority to regulate com- 
merce with foreign nations or among 
the several states, if the Commission 
finds that the proposed construction 
would affect the interests of interstate 
or foreign commerce. In the latter type 


732 Stat. 1215. 
8 52 Stat. 821. 
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of case, the prospective power developer 
is required to file with the Commission 
a declaration of intention to construct 
the proposed project, whereupon the 
Commission immediately institutes an 
investigation to determine whether the 
interests of interstate or foreign com- 
merce would be affected by such con- 
struction. The declarant is authorized 
to construct the proposed project with- 
out a Federal license only if the Com- 
mission finds that the proposed con- 
* struction will not have any effect upon 
the interests of interstate or foreign 
commerce, and if no public lards or 
reservations are affected by the project. 

If as a result of its investigation the 
Commission finds that the interests of 
interstate or foreign commerce would be 
affected by the construction pf the pro- 
posed project, and an application for a 
license is made, the Commission in con- 
sidering the application must determine, 
as in the case of all applications for li- 
cense, whether the licensing of the proj- 
“ect would be best adapted to develop, 
conserve, and utilize in the public in- 
terest the water resources of the region, 
and whether the proposed project and 
the applicant for license comply in all 
other ‘respects with the standards pre- 
scribed by Congress in Part I of the 
Federal Power Act. 

As to projects contemplating the use 
of surplus water or water power from 
a Government dam, if the Commission 
finds that such a dam may be advan- 
tageously used by the United States for 
public purposes in addition to naviga- 
tion, it may not issue a license for such 
project until two years after it has re- 
ported to Congress the salient facts and 
conditions relating to the project. If 
the Commission determines that the de- 
velopment of any. water resources for 
public purposes should be undertaken 
by the United States itself, the Com- 
mission may not approve any applica- 
tion for a license for any project affect- 


e e 
ing such development, but must submit 
to Congress such recommendations as it 
may find appropriate concerning such 
development. 

Subject to the priority which Con- 
gress has reserved to itself in the de- 
velopment of the water resources inher- 
ent in the streams which are subject to 
its jurisdiction, the Commission is di- 
rected to give preference in the issuance 
of licenses and permits to applications 
made therefor by states and municipali- 
ties. In addition, the Commission re- 
quires that all applicants for licenses 
must show compliance with all laws of 
the state or states wherein the proposed 
project is located, applicable to the con- 
struction, operation, and maintenance of 
the proposed project, and as a matter of 
practice invites comment from respon- 
sible state officials on projects proposed 
to be constructed within their bound- 
aries. No license affecting the navi- 
gable capacity of any navigable waters 
of the United States can be issued until 
the Chief of Engineers and the Secre- 
tary of War have approved the plans 
for the dam or other contemplated 
structures affecting navigation. 

Licenses may be issued for a period 
not exceeding fifty years, and are condi- 
tioned upon acceptance by the licensee 
of all the terms and conditions of Part I 
of the Federal Power Act and such fur- 
ther conditions as the Commission may 
prescribe in conformity with the Act. 
The conditions which the statute ex- 
pressly sets forth are those which are 
intended by Congress to assure that the 
interest of the Federal Government in 
navigation and in conservation, utiliza- 
tion, and development, of the water re- 
sources which are subject to its juris- 
diction will be adequately safeguarded. 

After a license is issued, the Commis- 
sion is required to make a determination 
of the actual legitimate original cost of 
the licensed project, and of all additions 
and betterments thereto. In the case of 
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. . 
projects constructed under authority 
antedating the Federal Water Power 
Act of 1920, the Commission is required 
to determine the fair value of the proj- 
ect as of the date of the issuance of the 
license therefor. 

The Act reserves the right to the 
United States to take over the project 
at the expiration of the license period 
upon payment of the net investment in 
or fair value of the property taken, 
whichever is the less, plus reasonable 
damages, if any, caused by the sev- 
erance of the project from the rest of 
the licensee’s property. The statute 
prescribes that after the first twenty 
years of operation of the project, out 
of the surplus earned thereafter, if any, 
accumulated in excess of a specified rea- 
sonable rate of return upon the net in- 
vestment of the licensee in the project, 
the licensee shall establish and maintain 
amortization reserves which shall, in the 
discretion of the Commission, be held 
until the termination of the license or 
be applied from time to time in reduc- 
tion of the net investment. 

The Commission fixes a reasonable 
annual charge to be imposed upon each 
licensee for the purpose of reimbursing 
the United States for the cost of ad- 
ministering Part I of the Federal Power 
Act, and for recompensing the Govern- 
ment for the use, occupancy, and en- 
joyment of any of its lands, or other 
property used by the licensee. No sub- 
stantial alteration or addition to a proj- 
ect not in conformity with plans there- 
tofore approved by the Commission may 
be made without the prior approval of 
the Commission. No voluntary transfer 
of any license can be made without the 
written approval of the Commission. In 
cases where certain types of licensees 
are not subject to regulation by a state 
commission with -respect to their rates 
and security issues, jurisdiction over 
these matters may be exercised by the 
Federal Power Commission. 


Other functions of the Commission 
concerned with the licensing of projects 
and related matters Include: making de- 
terminations respecting the restoration 
to entry of lands reserved for power 
purposes; making provision for the pay- 
ment by a licensee for benefits received 
from the construction of headwater im- 
provements; enforcing the provisions of 
the statute relating to the construction 
and maintenance of project works; de- 
termining the just and fair compensa- 
tion due a licensee whose project has ` 
been taken over and operated by the 
Unitéd States in cases where the Presi- 


` dent determines that the safety of the 


United States requires such action. 


Investigations 

The Commission is authorized by the 
Federal Power Act to conduct such 
investigations as it finds necessary or 
proper in order to assist it in its admin- 
istration of that statute, or to obtain 
information to serve as a basis for rec- 
ommending further legislation pertain- 
ing to matters to which the Federal 
Power Act relates. The Commission is 
specifically empowered to conduct in- 
vestigations and collect and record data 
relative to the utilization of the water 
resources of any region to be developed, 
and the location, capacity, development 
costs, and relation to markets of water 
power sites. 

Upon its own motion the Commission 
may order an investigation of any occu- 
pancy of, or evidenced intention to oc- 
cupy, for the purpose of developing 
electric power, public lands, reserva- 
tions, or streams or other bodies of wa- 
ter over which Congress has jurisdiction 
under its authority to regulate com- 
merce with foreign nations and among 
the states, and following such investiga- 
tion may issue such order as it may find 
appropriate and in the public interest to 
conserve the navigation and water power 
resources of the region involved. 
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Upon the request of any state com- 
mission or upon its own motion, the 
Commission may ifvestigate and deter- 
mine the cost of the production or trans- 
mission of electric energy by means of 
facilities under the jurisdiction of the 
Commission. The Commission may in- 

` vestigate and determine the actual legit- 
‘imate cost of the property of every pub- 
lic utility subject to its jurisdiction and 
the depreciation in such property. 

In order to secure information neces- 
` sary or appropriate as a basis for recom- 
mending legislation, the Commission is 
specifically directed to conduct irevesti- 
gations regarding the generation, trans- 
mission, distribution, and sale of electric 
energy, however produced, throughout 
the United States, whether,or not other- 
wise subject to the jurisdiction of the 
Commission; and keep current informa- 
tion regarding the ownership, operation, 
management, and control of facilities 
used for such generation, transmission, 
distribution, and sale, and the rates, 
charges, and contracts in respect of the 
sale of electric energy and its service 
to all types of consumers. 

- To expedite its function under the 
. Federal Power Act and to collect data 
on matters within the purview of that 
Act, the Commission, pursuant to the 
statute, requires all licensees and public 
utilities subject to its jurisdiction to file 
various periodic and special reports. 


Regulation of electric utilities 


The regulatory jurisdiction of the 
Commission over electric operating utili- 
ties is predicated upon the expressed 
declaration of Congress that Federal 
- regulation of the transmission of electric 
energy in interstate commerce and the 
sale of such energy at wholesale in inter- 
state commerce is necessary in the pub- 
lic interest. Persons who own or op- 
erate facilities for such transmission or 
sale are defined in the Federal Power 
Act as “public utilities.” 


s * 

Public utilities must obtain the ap- 
proval of the Commission before they 
may sell, lease, or otherwise dispose of 
all of their facilities subject to the juris- 
diction of the Commission, or any part 
thereof having a value in excess of $50,- 
000, or before they may merge or con- 
solidate such facilities or any part 
thereof with those of any other person, 
or purchase, acquire, or take any se- 
curity of any other public utility. No 
public utility may issue any security or 
assume any obligation or liability with- 
out an order of the Commission, except 
in cases where the public utility is or-. 
ganized and operating in a state in 
which its security issues are regulated 
by a state commission. 

Some transactions of public utilities 
which are subject to the Commission’s 
jurisdiction are also within the purview 
of the Public Utility Holding Company 
Act, and may by regulation or order of 
the Securities and Exchange Commis- 
sion be made subject to the jurisdiction 
of that commission. Whenever any 
transaction proposed to be consum- 
mated by a public utility is sub- 
ject to a requirement of the Public 
Utility Holding Company Act of 1935, 
or of a rule, regulation, or order of 
the Securities and Exchange Commis- 
sion thereunder as well as to the re- 
quirement of the Federal Power Act 
or of a rule, regulation, or order of 
the Federal Power Commission, the 
jurisdiction of the Securities and Ex- 
change Commission is exclusive. How- 
ever, the Federal Power Commission has 
exclusive jurisdiction over those public 
utilities which are not registered holding 
companies or subsidiaries of registered 
holding companies, and over those regu- 
latory matters which are specified in the 
Federal Power Act and are not em- 
braced by the terms of the Public Util- 
ity Holding Company Act of 1935. The 
principal field in which the Federal 
Power Commission has exclusive juris- 
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diction is that of wholesale rates of pub- 
lic utilities. 

Public utilities are required to file 
with the Commission schedules and con- 
tracts showing. rates and charges made 
for energy interchanged or sold for pur- 
poses of resale in interstate commerce. 
No change in such rates or charges so 
filed with the Commission may be made 
without thirty days’ notice to the Com~- 
mission and the public. A power of 
suspension of such rates is conferred on 
the Commission, and undue preference 
and advantages in such rates are pro- 
hibited. Whenever the Commission, 
after a hearing had upon its own motion 
or upon complaint, finds that any rate, 
charge, or classification charged or ob- 
served by any public utility for any 
transmission or sale subject to the juris- 
diction of the Commission, or any rule, 
regulation, practice, or contract affect- 
ing the same, is unjust, unreasonable, 
unduly discriminatory, or preferential, 
the Commission has the power to de- 
termine the just and reasonable rate, 
charge, classification, rule, regulation, 
practice, or contract to be thereafter 
observed and in force, and fix it by 
order. 

The Commission may, after notice 
and opportunity for hearing, if it should 
find that any interstate service of any 
public utility is inadequate or insuffi- 
cient, fix the proper, adequate, or suffi- 
cient service by order. 

The Commission has power to pre- 
scribe a uniform system of accounts to 
be kept by all licensees and public utili- 
ties subject to its jurisdiction, and the 
Commission may after hearing require 
licensees and public utilities to carry a 
proper and adequate depreciation ac- 
count in accordance with such rules and 
regulations as the Commission may pre- 
scribe. However, no licensee or public 
utility complying with the Commission’s 
accounting rules or system is relieved 
thereby from compliance with any ac- 


counting rules or systems prescribed by 
any state commission to whose juris- 
diction such public utility is subject. 

The Federal Power Act makes it un- 
lawful for any officer or director of any 
public utility to receive for his own 
benefit any money or thing of value in 
respect to the negotiation, hypotheca- 
tion, or sale by such public utility of 
any security issued or to be issued by 
such public utility. The holding of di- 
rectorates or positions in more than one , 
public utility, or in a public utility and 
a financial institution authorized by law 
to unlerwrite or participate in the mar- 
keting of public utility securities, or in 
a public utility and a company supply- 
ing electrical equipment to such public 
utility is made unlawful unless the hold- 
ing of sugh interlocking positions shall 
have been authorized by the Commis- 
sion upon due showing that neither pub- 
lic nor private interests will be adversely ` 
affected thereby. 

For the purpose of assuring an abun- 
dant supply of electric energy through- 
out the United States with the greatest 
possible economy and with respect to 
the proper utilization and conservation 
of natural resources, the Commission is 
empowered and directed to divide. the 
country into regional districts for the 
voluntary interconnection and co-ordi- 
nation of facilities for the generation, 
transmission, and sale of electric energy. 
The Commission has power, after notice 
and opportunity for hearing, to direct a 
public utility to establish physical con- 
nections of its transmission facilities 
with the facilities of other persons en- 
gaged in the transmission or sale of elec- 
tric energy whenever such action is 
necessary or appropriate in the public 
interest and will not impair the ability 
of the utility affected to render adequate 
service to its customers. During the 
continuance of any war in which the 
United States may be engaged, or in 
cases of emergency, the Commission has 
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authority with or without notice, hear- 
ing, or report, to, require temporary 
connections of facilities and such gen- 
eration, delivery, interchange, or trans- 
mission of electric energy as in its judg- 
ment will best meet the emergency and 
serve the public interest. The exporta- 
tion of electric energy from the United 
States to a foreign country at any time 
is' prohibited except upon authorization 
from the Commission. 

The Commission may refer any mat- 
ter relating to the regulation of public 
utilities engaged in interstate commerce 
to a joint board composed. of representa- 
tives of the Commission and of the 
states affected by such matter. With 
respect to all such matters relating to 
public utilities subject to its jurisdic- 
tion, the Commission may wosk and has 
worked in close co-operation with the 
various interested state commissions. 

The Federal Power Act confers upon 
the Commission the customary powers 
to perform any and all acts and to pre- 
scribe such orders, rules, and regulations 
as it may find necessary or appropriate 
to carry out the provisions of the Act. 
Rehearings before the Commission may 
be applied for by any person, state, 

-municipality, or state commission ag- 
grieved by an order of the Commission 
entered in a proceeding to which such 
person was a party. Any party to a 
proceeding under the Federal Power Act 
aggrieved by an order issued by the 
Commission in such proceeding may ob- 
tain judicial review of such order if such 
party has made seasonable application 
before the Commission for a rehearing 
on such order. The Commission may ap- 
ply to the courts to enjoin threatened or 
continued violations of the Act or to en- 
force compliance with the Act or any or- 
der, rule, or regulation issued thereunder. 


TENNESSEE VALLEY AUTHORITY AcT 


‘The Tennessee Valley Authority is 
required by law to keep a complete ac- 


count of the total cost of generating and 
transmission facilities constructed or 
otherwise acquired by the Authority 
and of producing chemicals necessary to 
national defense and useful in agricul- 
ture, and a description of the major 
components of such costs according to 
such uniform system of, accounting for 
public: utilities as the Federal Power 
Commission may prescribe. Under the 
Tennessee Valley Authority Act, the 
Authority may not issue any bonds for 
the purpose of raising funds with which 
to extend financial assistance to‘ public 
agencies for the acquisition of distribu- 
tion facilities or interconnecting trans- 
mission lines unless the proposed con- 
tract between the Authority and the 
public agency is first submitted to and 
approved by the Federal Power Com- 
mission. 


BONNEVILLE ACT AND Fort PECK Act 


Under these statutes the Federal 
Power Commission is required to make 
an allocation of costs of the Bonneville 
and Fort Peck projects for the purpose 
of determining the proportion of the to- 
tal cost of these projects properly at- 
tributable to power development. In 
making such determination, the Com- 
mission must allocate to the cost of 
electric facilities such share of the costs 
of facilities having joint value for the 
production of electric energy and other 
purposes as the power development may 
fairly bear as compared with such other 
purposes. The allocation of costs made 
by the Federal Power Commission con- 
stitutes the basis upon which rates and 
charges for electric energy produced by 
the project are determined in the first 
instance by the Administrators of the 
respective projects. However, no sched- 
ule of rates or charges prepared by the 
Administrator can become effective until 
the Federal Power Commission has con- 
firmed and approved the schedule. The 
Administrators of both projects are re- 
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quired to keep accounts in conformity 
with whatever requirements the Com- 
mission may make. 


Froop CONTROL Act oF 1938 


The Flood Control Act of 1938 initi- 
ated a new policy with respect to the 
determination of the hydroelectric 
power possibilities of Federal dam and 
reservoir projects constructed primarily 
for flood control purposes. Prior to the 
Flood Control Act of 1938, the deter- 
mination as to whether an authorized 
flood control project should include pen- 
stocks or other similar facilities so as to 
make the project capable of future use 
for power development was vested 
solely in the Secretary of War upon rec- 
ommendation of the Chief of Engineers. 
The Flood Control Act of 1938 changed 
this policy of Congress by requiring the 
Secretary of War to act upon the recom- 
mendation of the Chief of Engineers and 
the Federal Power Commission, thereby 
indicating an intention on the part of 
Congress that the Federal Power Com- 
mission shall be the agency of Congress 
to aid in determining the economic 
feasability and the desirability in the 
public interest of including penstocks or 
other similar facilities in Federal flood 
control dams. 


NATURAL Gas Act 


Under the Natural Gas Act, the Fed- 
eral Power Commission is empowered 
to exercise broad regulatory powers over 
natural gas companies engaged in inter- 
state commerce. All persons who own 
or operate any facilities used for the 
transportation of natural gas in inter- 
state commerce or for the sale of natural 
gas in interstate commerce for resale for 
ultimate public consumption for domes- 
tic, commercial, industrial, or any other 
use are subject to the jurisdiction of the 
Commission. 

Under the Act, no person, whether or 
not otherwise subject to the jurisdiction 


of the Commission, may export any nat- 
ural gas from the United States or im- 
port any natural gas into the United 
States without first obtaining permission 
from the Commission. 

The Commission has jurisdiction over 
all wholesale rates of natural gas com- 
panies as defined in the Natural Gas 
Act. All rates and schedules of such 
companies are required to be filed with 
the Commission, and no change in any 
existing rate schedule can be made ex-, 
cept after thirty days’ notice to the 
Commission and to the public. The 
Commission has authority to suspend 
any proposed change in a rate schedule 
unless it relates to charges for natural 
gas for resale for industrial use only. 
The statute imposes upon the Commis- 
sion the duty of determining whether all 
existing wholesale rates are just, rea- 
sonable, and nondiscriminatory, and 
empowers the Commission to conduct 
investigations as a basis for making 
such determinations and to hear and 
settle any complaints relating to the 
lawfulness of existing or proposed rates, 
While the Commission’s jurisdiction 
over rates of natural gas companies in 
general parallels the Commission’s juris- 
diction over rates of electric utilities 
under Part II of the Federal Power Act, 
one difference may be noted. In the 
Natural Gas Act, Congress has provided 
that the Commission shall have no 
power to order any increase in any rate 
contained in the currently effective 
schedule of a natural gas company on 
file with the Commission, unless such 
increase is in accordance with a new 
schedule filed by such natural gas com- 
pany. The Federal Power Act does not 
contain such a provision. 

The Commission is empowered to in- 
vestigate and ascertain the actual legiti- 
mate cost of the property of every nat- 
ural gas company and the depreciation 
therein, and, if necessary for rate-mak- 
ing purposes, any other facts which bear 
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upon a determination of a proper rate 
base. + ; 

Upon its own motion, or upon the re- 
quest of a state commission, the Federal 
Power Commission may investigate and 
determine the cost of’ producing or 
transporting natural gas by a natural 
gas company in cases where the Com- 
mission has no authority to establish a 
rate governing the transportation or sale 
of natural gas by such company. Un- 
„der this provision of the Act, the Com- 
mission will undoubtedly be called upon 
by state regulatory agencies for assist- 
ance in fixing reasonable local fates. 
The Natural Gas Act, like the Federal 

` Power Act, contains express authoriza- 
tion for rendering aid and assistance to 
state commissions. 

The Commission is empowered to 
prescribe a uniform system of accounts 
for natural gas companies and has full 
and complete jurisdiction over the 
books, accounts, memoranda, and rec- 
ords of such companies and of any per- 
son who controls, directly or indirectly, 
any natural gas company, and of any 
other company controlled by such per- 
son insofar as they relate to transactions 
with and business of a natural gas com- 
pany. "The Commission may also re- 
quire the filing of annual and other pe- 

_‘iodic or special reports. 

Authority is delegated to the Com- 
mission to describe proper and adequate 
rates of depreciation and amortization 
of the several classes of property of each 
natural gas company used or useful in 
the production, transportation, or sale 
of natural gas. Before prescribing such 
depreciation and amortization rates, the 
Commission is required to notify each 
state commission having jurisdiction 
over the natural gas company involved, 
and afford a reasonable opportunity to 
each such state commission to present 
its views. 

After hearing, the Commission may 
determine the adequacy or inadequacy 
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of gas reserves, and may determine the 
propriety and reasonableness of the in- 
clusion in operating expenses, capital, 
or surplus, of all delay rentals or other 
forms of rental or compensation for un- 
operated lands and leases. In this con- 
nection, the Commission may require 
the filing of lease and royalty agree- 
ments with respect to gas reserves. 

The Commission is empowered to re- 
quire any natural gas company subject 
to its jurisdiction to extend or improve 
its transportation facilities or to estab- 
lish physical connection of its facilities 
with those of, and to sell gas to, any 
person or municipality engaged in local 
distribution. No natural gas company 
can abandon any of its facilities or serv- 
ice which are subject to the Commis- 
sion’s jurisdiction without the prior ap- 
proval of the Commission. No such 
permission may be granted except upon 
a finding by the Commission after hear- 
ing that the available supply of natural 
gas is depleted to the extent that the 
continuance of the service is unwar- 
ranted or the present or future public 
convenience or necessity permits such 
abandonment. The Commission is au- 
thorized and empowered to issue cer- 
tificates of public convenience and ne- 
cessity to any natural gas company 
which proposes to construct or extend 
its facilities into a market already being 
served by another natural gas company. 
In all such cases it is necessary for the 
Commission to determine what market 
is presently being served, and whether 
the present or future public convenience 
or necessity requires or will require the 
entrance of another natural gas com- 
pany into such market. 

Other provisions of the Natural Gas 


‘Act authorize the Commission to co- 


operate with the state commissions and 
to assemble pertinent information in 
connection with state compacts dealing 
with the conservation, production, trans- 
portation, or distribution of natural gas. 
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The procedural and administrative pro- the same as the provisions which are 
visions of the Natural Gas Act, includ- contained in the Federal Power Act, 
ing those governing appeals from orders relating to licensees and electric util- 


of the Commission, are substantially ities. 
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Rural Electrification in the United States 


By Joun M. Carmopy 


N recommending to the Senate ap- 
proval of the bill which emerged as 

the Rural Electrification Act of 1936, 
the Senate Committee on Agriculture 
and Forestry reported that “experience 
shows that nothing can be more bene- 
ficial to the farmer and that nothing 
. will add more to the comfort, satisfac- 
tion, and happiness of the rural popu- 
lation than the electrification of , farm 
homes.” 1 

In subsequent Congressional debates 
the point was stressed that the benefits 
of electrification were being denied to 
about 90 per cent of farmers of the 
United States because the farmer had 
been unable to persuade the existing dis- 
tributors of electricity to build lines to 
his farm. Under these circumstances it 
_ is not surprising that this committee was 
able to report that “the demand on the 
part of the rural population of the coun- 
try is unanimously in favor of the prin- 
ciple of rural electrification set up in 
the bill.” 

The Rural Electrification Act of 1936 
created the present Rural Electrification 
Administration and provided for the 
transfer to it of the personnel and rec- 
ords of the temporary Rural Electrifica- 
tion Administration set up by the Presi- 
dent’s Executive Order 7037, dated 
May 11, 1935. It provided for a ten- 
year program during. which it was an- 
ticipated that up to $410,000,000 might 
be made available for loans for rural 
electrification. 

The Act specifies that the funds iid 
for rural electrification are to be loaned 


on liberal terms and that the Admin- ` 


istrator in making loans “shall give 
preference to States, Territories, and 


174th Congress, 2d Session, Senate Report 
No. 1581, p. 4. ` 
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subdivisions and agencies thereof, mu- 
nicipalities, peoples utility districts, and 
co-operative, nonprofit, or limited divi- 
dend associations.” ? 


ELECTRIC CO-OPERATIVES 


The.importance of this statutory pref- 
erence is indicated by the character of 
those borrowers to whom R.E.A. has 
made loans. Only 5 per cent of them 
are privately owned utility companies. 
Various public bodies account for an 
additional 9 per cent, and 86 per cent 
may be classed as co-operatives. 

This overwhelming preponderance of 
co-operative borrowers may be consid- 
ered as evidence of the growing popu- 
larity of co-operative methods in rural 
areas. The ability of farmers through- 
out the Nation successfully to organize 
for the purpose of providing themselves 
with electric service has confounded 
many of the critics of this preference 
clause. These early critics probably 
were not aware of the vitality of the 
rural co-operative movement in the 
United States, and may not have been 
acquainted with certain co-operative 
aspects of the early history of rural 
electrification. 

Over twenty-six years ago, in March 
1912, a volume of THE ANNALS was de- 
voted to the subject of “Country Life.” 
At that time the electric utility industry 
was some thirty years old. That it had 
made few if'any ventures into farm elec- 
trification is indirectly evidenced by the 
absence of any consideration of rural 
electrification in that volume. Its con- 
tributors discuss telephones, interurban 
car lines, and rural mail deliveries as 


2 The Rural Electrification Act of 1936, 
Sec. 4. [Public—No. 605—74th Cong.] [S. 
3483.1] 
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rural conveniences, but there is no ref- 
erence to electricity as a present or fu- 
ture factor in rural life. 

Even at that time, however, there 
were many farmers who resented their 
lack of electric service, and who began 
to assert, in groups, their need for it. 
As a result of such group action, rural 
co-operative electric distribution enter- 
prises were successfully organized in 
Minnesota and in the state of Washing- 
ton, the farmers building and maintain- 
ing their own lines. 

Before 1920, despite the high price 
levels for materials and the scarcity of 
labor brought about by the war, simi- 
lar co-operative undertakings were suc- 
cessfully launched. In 1919 a statute 
was enacted in Nebraska permitting the 
formation of public power districts for 
the purpose of furnishing electric serv- 
ice, but before the farmers could make 
effective use of this statute it was chal- 
lenged in the courts.’ 


ATTITUDE OF PRIVATE CoMPANIES 


Immediately after the war there was 
a sharp increase in the number of rural 
electric co-operatives, chiefly as a re- 
sult of increased purchasing ‘power and 
the lack of utility activity in building 
rural electric lines. The manager of an 
Ohio private company stated to his as- 
sociates, “Farmers are demanding serv- 
ice in-all directions, and the central sta- 
tions have not agreed upon any one 
well-defined plan of handling the busi- 
ness.” 

A report to the Ohio Electric Light 
Association listing the various methods 
for obtaining rural business on a profit- 
able basis headed the list with a plan 
providing that the farmers organize 
themselves into some sort’ of an asso- 
ciation, purchase energy from a central 
plant, and distribute it to themselves. 


3 Proceedings of the National Electric Light 
Association, Vol. 81, p. 64. 


In support of this plan it was urged that 
it “has the advantage that it eliminates 
any worry on the part of the company, 
and the whole association is listed as 
one customer.” 4 ` 

Advice to other utility executives “to 
insist that farmers build, own and main- 
tain all electric lines” was given in 1920 
by the president of another Ohio utility. 

The prevailing attitude at that time 
of the privately owned electric utility 
industry toward “the rural service prob- 
lem” was summed up in the Electrical ` 
World when it stated: 

es 

Except in those sections where the prob- 
lem has actually become pressing the domi- 
nating nature of other problems has given 
central station men a tendency to treat the 
rural service problem as a fad. . . . Central 
station mawagers cannot afford to ignore 
the situation. It is acute in a few states 
and may soon be acute in others.5 


Meanwhile, farmers and contractors 
paid by them were active. They were 
building so many lines that it was re- 
ported to the private electric industry: 


The specifications [for rural electric 
lines] should be clear and concise so that 
such work can be done by local contractors 
without the close, detailed supervision of 
the companies, which supervision is now 
so necessary in order to be assured of 
proper observance of the vital rules gov- 
erning the construction of any pole lines 
carrying the voltages employed in such 
work.® 


During the middle of the nineteen- 
twenties there was extensive building of 
transmission lines between urban com- 
munities. Many of the private compa- 


‘nies which had condoned if not encour- 


aged the formation of rural electric 
co-operatives adopted a new policy of 


4 Electrical World, July 3, 1920, p. 29. 

5 Ibid, Oct. 23, 1920, p. 815. 

8 Proceedings of the National Electric Light 
Association, Forty-fourth Convention, Vol. 2, 
p. 733. 
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active opposition to such ventures. At 


the 1924 convention of the National: 


Electric Light Association, its Rural 
Electric Service Committee, after re- 
porting that “the development, of rural 
electric service from central stations has 
just started,” 7 went on to advise the 
private companies as to the answers to 
farmers which would most effectively 
discourage them from undertaking to 
construct and operate their own rural 
, distribution lines. 

During the next ten years the electric 
utility industry closed its ranks and 
sought by means of territorial divisions 
among its members to appropriate to 
itself the exclusive right to serve all ru- 
ral areas without assuming the obliga- 
tion of adequately serving any of them. 

With only 10 per cent of American 
farms receiving electricity when the 
Rural Electrification Administration 
was first set up in 1935 as an emergency 
agency, farmers turned unhesitatingly 
to the familiar mechanism of co-opera- 
tives as a means of providing them- 
selves with service. In addition to the 
earlier experience with electric co-op- 
eratives when certain members of the 
utility industry welcomed these organ- 
izatiohs as rural distributors of elec- 
tricity, farmers during the intervening 
years had made increasing use of the 
co-operative method in their purchasing 
and marketing organizations. There 
were in 1935 in the United States ap- 
proximately 10,700 of these farmers’ 
selling and buying associations, with an 
estimated membership of 3,280,000.° ` 


Causes AND Errects OF R.E.A. 


The creation of the Rural Electrifica- 
tion Administration by Executive Order 
as an emergency agency under the Re- 


’ 7 Ibid., Vol. 81, p. 62. 

8 R. H. Ellsworth, Statistics of Farmers’ Co- 
operative Business Organizations (Washington, 
D. C.: Farm Credit Administration, Co-opera- 
tive Division, May 1936), p. 120. 
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lief Act of 1935 was the result of several 
factors. In many foreign countries ru- 
ral electrification was much farther ad- 
vanced than in the United States, and 
much of this progress abroad had been 
due to the existence of long-term rural 
electrification programs, subsidized by 
government. Here in the United States 
rural rates were steep, terms for ex- 
tending rural lines were onerous, and 
construction costs were reported to be 
at such high levels that they constituted 
a formidable barrier to the erection of 
rural lines. There was almost no build- 
ing of rural lines in 1933 and 1934, de- 
spite demands for service by farmers 
and a plethora of qualified labor seek- 
ing work. Recognizing the seriousness 
of these conditions, the Mississippi Val- 
ley Committee in October 1934 reported 
that the active leadership of the Federal 
.Government would be necessary in or- 
der to bring about widespread rural 
electrification within a reasonable 
time.1° In December 1934 the Na- 
tional Resources Board concluded that 
it “seems necessary for the government 
to stimulate the extension of this serv- 
ice in many areas.” ++ 

In the year which elapsed between 
the creation of the emergency Rural 
Electrification Administration and the 
enactment of the Rural Electrification 
Act of 1936, considerable progress was 
made in formulating policies and in| 
overcoming initial obstacles. It was de- 
cided, for instance, that competition 

® Third World Power Conference, General 
Report, Sec. VI, Paper No. 17, Rural Electri- 
fication. Fester Adams. Govt. Printing Of- 
fice, 1936. 

10 Report of the Mississippi Valley Commit- 
tee of the Public Works Administration (Wash- 
ington, D. C.: Govt. Printing Office, 1934), 
pp. 51-52. ` 

11 National Resources Board, A Report on 
National Planning and Public Works in Rela- 
tion to Natural Resources and Including Land 
Use and Water Resources With Findings and 
Recommendations (Washington, D. C.: Govt. 
Printing Office, 1934), p. 352. 
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with existing facilities was to be avoided 
and that a loan might be made up to 
the entire cost of a rural electrification 
project. 

The development of improved speci- 
fications for sturdy, low-cost rural lines, 
together with the introduction of com- 
petitive bidding for their construction, 
resulted in construction costs of less 
than $1,000 per mile, as contrasted with 
private claims of costs ranging from 
$1,500 to $2,100 per mile. The smaller 
capital investment required by these 
less expensive new lines made lower 
rural rates practical and permitted a 
lower customer density per mile than 
had previously been considered eco- 
nomically feasible. 

The widespread interest in rural elec- 
trification engendered by the activities 
of the Rural Electrification Administra- 
tion resulted in greatly increased farm 
pressure on the private companies for 
service on more reasonable terms. In 
response to this pressure many of these 
private companies lowered rates, lib- 
eralized line extension requirements, 
and embarked upon vigorous programs 
of rural line construction. In addition, 
many thousands of new customers were 
connected to existing rural lines of pri- 
vate companies. A small fraction of 
this feverish construction activity re- 
sulted from efforts of a few companies 
to sabotage the Federal program by 
building “spite lines” into the best areas 
of co-operative projects.” 

As the Federal program gradually de- 
veloped during its first two years, addi- 
tional barriers to successful rural elec- 
trification were broken down. Some 
co-operative projects were held up for 
many months by the refusal of nearby 
private companies to quote the co-op- 
erative a reasonable rate for wholesale 
energy. The decision of the R.E.A. to 

1? Report of Rural Electrification Admin- 


istration, 1937 (Washington, D. C.: Govt. 
Printing Office, 1938), pp. 13, 36, 49. 
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lend funds to these co-operatives for 
small generating plants helped mate- 
rially to reduce the quoted rates. Lower 
wholesale rates have permitted the re- 
scission of many early allotments for 
small generating plants, and as a re- 
sult we have had to lend less than 
$4,000,000 for these plants, and part 
of this total has financed plants in iso- 
lated areas where there was no existing 
source of electric energy. 


Tue LEGAL ASPECT 


In many states legal barriers fell as 
a result of new legislation and new ad- 
ministrative rulings in those states. 
New legislation has been enacted in 
eighteen states to aid the initiation and 
operation of projects financed by the 
Rural Electrification Administration. 
Perhaps the most advanced legislation 
has been passed in Mississippi. The 
Mississippi act extends thoroughgoing 
protection to new electric co-operatives 
and provides the simple legal remedy of 
injunction to halt any attempted inva- 
sion of territory pre-empted by the co- 
operative. Similar legislation has been 
enacted in Pennsylvania and Wisconsin. 
State rural electrification agencies were 
created and have been active in Ala- 
bama, Mississippi, Montana, North and 
South Carolina, and Wisconsin. Acts 
providing for public power districts in 
Nebraska, Oregon, and Washington 
have proved helpful in developing rural 
electrification in these three states. 

Friendly co-operation by some state 
commissions has done much to enable 
farmers successfully to launch new 
electrification projects. In Kentucky, 
for example, the Public Service Com- 
mission recognized in a formal order 
that the social benefits of rural electri- 
fication entitled rural co-operatives. to a 
separate wholesale rate classification, 
and ordered a state-wide rate of a little 
over a cent per kilowatt-hour to be 


86 "+. THE ANNALS or THE AMERICAN ACADEMY 


available to all co-operatives.* Friendly 
co-operation by the Wisconsin Commis- 
sion has restrained private companies 
from rural line building that is adverse 
to public interest, and has contributed 
to the rapid and orderly development of 
the rural electrification program in that 
state. 

While there has been no legal action 
_ challenging the constitutionality of the 

program of the Rural Electrification 
. Administration, there have been several 
injunctions against R.E.A. borrowers, 
and adverse proceedings brought before 
regulatory bodies. Most borrowers 
have been successful in repelling these 
attacks, and fewer than 5 per cent in- 
volved in such ‘proceedings have sus- 
tained complete defeat. 

As these various exterrtal barriers 

were giving way before the pressure of 
public opinion ‘and the action of state 
legislatures and state commissions, new 
policies within the Rural Electrification 
Administration were resulting in simpli- 
fied procedures and more effective as- 
sistance to its borrowers in the construc- 
tion and operation of their projects. 
‘These changes, together with the in- 
creasing experience of its staff members 
and the training on earlier projects of 
contractors and engineers, have made it 
possible to halve the time required to 
translate an allotment of funds into a 
completely energized rural electric dis- 
tribution system. 

The acceleration of construction and 
the satisfaction of farmers with their 
new electric service produced an even 
greater demand for assistance in electri- 
fying the rural areas of the United 
States. To help satisfy this demand the 
Seventy-fifth Congress voted $100,000,- 
000 over and above the $40,000,000 
envisaged in the Act for loans in the 
fiscal year ending June 30, 1939. 

By November 1, 1938, more than 300 
R.E.A.-financed projects were energized 

18 Ibid., pp. 101-5. 


and serving an estimated 675,000 people 
in approximately 135,000 rural homes. 
Some 265,000 additional rural homes 
will be served when projects under con- 
struction on that date are completed. 
Total allotments for loans since the in- 
ception of the program totaled $153,- 
000,000, and at the discretion of the 
President approximately $80,000,000 
more may be made available for loans 
before June 30, 1939. : 


FuNcTIONS oF R.E.A. 


In order to lend these funds and as- 
sist the borrowers so that the intent of 
Congress shall be realized, it has been 
necessary to give careful thought to the 
development along sound lines of an 
effective organization. The dynamic 
character of the Federal program has 
required that this organization be highly 
flexible. 

An engineering division has designed 
low-cost lines. Guided by experience 
with these lines under a wide range of 
weather conditions, it is constantly im- 
proving upon them. Each year, lines 
are becoming both sturdier and cheaper. 
The engineers examine and approve the: 
detailed plans for each project, keep a 
watchful eye upon construction, and in- 
spect the finished product to see that 
there has been no skimping by the con- 
tractor in the quality of materials or 
workmanship. 

Safeguarding the public interest, 
lending funds, and assisting borrowers 
to repel unfriendly attacks from hostile 
interests necessitate the assistance of a 
legal division. In addition to the mass 
of paper work involved in discharging 
these functions, a vast amount of de- 
tailed legal work is required in checking 
easemenis and rights of way for electric 
lines along tens of thousands of miles 
of rural roads. 

A separate division has been set up to 
cope with the many kinds of inquiries 
and problems arising from the operation 


of several hundred widely scattered 
projects. It is assisting in establishing 
‘sound management for these projects 
and is advising them in regard to the 
best way of handling the technical prob- 
lems which confront many of their man- 
agers for the first time. An auditing 
section in this division has developed a 
uniform system of accounting for all 
borrowers, and by means of field audits 


helps to assure the proper spending of 


the proceeds of government loans. 

With over half a million people re- 
ceiving electric service for the first time 
in their lives, it has been necessary to 
acquaint as many of them as possible 
with the wide variety of valuable serv- 
ices which electricity can render to the 
` farmer and to the rural housewife. Ex- 
perienced agricultural engineers and 
home economists have been employed to 
assist the local managements of these 
projects in advising their members 
about various electric appliances and 
their uses. The urgent need for safe 
and adequate wiring has not been over- 
looked. Local wiring inspectors have 
been trained to assure the farmer of 
receiving acceptable wiring that will 
create no hazards. Attention is drawn 
to the fact that electricity can bring 
running water and plumbing to the 
farm. Loans by the Rural Electrifica- 
tion Administration or by the Electric 
Home and Farm Authority are made to 
assist in financing the acquisition and 
installation of wiring, plumbing, and 
major electric appliances. 

The rural customers of many private 
companies have had their attention fo- 
cused on these intensive efforts to ac- 


quaint people with the many profitable ' 


uses of electricity in rural areas. Of- 
ficials of private companies have written 
this Administration lauding these efforts 
and expressing appreciation for the 
benefits accruing to their customers and 
their companies. 

An indication of the effect on private 
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companies of increased interest and ac- 
tivity in rural electrification may be 
gleaned from a report by a New York 
State utility which reported that in re- 
cent years the number of farm custom- 
ers had been increased from 9,000 to 
17,000, and that the annual energy con- 
sumption per rural customer had in- 
creased from 700 kilowatt-hours to 
1,000 kilowatt-hours.** 

The national panorama is even more 
striking. It is anticipated that by the, 
end of R.E.A.’s fourth year the number 
of electrified farms in the United States 
will Be double that in May 1935. 


IMPLICATIONS OF RURAL 
ELECTRIFICATION 


In future years students of the social 
sciences will analyze this national pro- 
gram of rural electrification and will 
appraise its social, economic, and politi- 
cal aspects. Evidence already at hand 
suggests that they will find that it will 
have profoundly changed the way of 
living in thousands of farm communities 
throughout the United States. 

The drift of youth from the country 
to the city may be permanently halted 
as rural life is made more attractive. 
Rural youth is becoming increasingly 
conscious of lessened urban opportuni- 
ties, and it will be interesting to meas- 
ure the effect of rural electrification on 
the boy or girl who must decide between 
country and city. 

A wide field for future inquiry is be- 
ing opened up by the acquisition of one 
or more radios by nearly every farm 
family securing electric service. Rural 
purchasing habits, cultural interests, 
political opinions, and modes of life are , 
being changed by the radio. What will 
be the effects of bringing to the farm 
family’s fireside the voices of presidents 
and dictators and a world-wide selection 
of entertainrnent and advertising? 

14 News Issue, Electrical World, Oct. 1, 
1938, p. 8 (944). 
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There can be little doubt that elec- 
tricity will affect the trend of rural ten- 
ancy. The extent of the effect and the 
degree to which increasing rural electri- 
fication reduces the annual shifting from 
farm to farm will bear careful watching. 
Transferring some of the processing of 
farm products back to the farm where 
electricity may make the operation 
profitable would add to rural employ- 
ment and so contribute to stabilizing 
_ the rural population. 

As yet, the adaptation of electricity 
to farm work is in its infancy. The 
high cost of electricity and the ldck of 
the proper engineering development of 
equipment and methods have retarded 
progress, but as new equipment and 
methods are developed to utilize elec- 
tricity in farming they may he expected 
to lessen its burdens and to bring about 
important changes in its techniques and 
rewards. 

The future of the many hundreds of 
co-operatives participating in the rural 
electrification program is reported to be 
the subject of considerable speculation 
in certain quarters, and the degree of 
their success may profoundly affect the 
future character of many other enter- 
prises.’ 


The extent to which electricity can 
assist in the vital material problems of 
soil conservation and drought control is 
for the future to determine. More 
widespread irrigation may develop 
which will result in some irrigated crops 
on nearly every farm and will tend to 
produce more intensive farming on 
fewer acres., 

In President Roosevelt’s judgment, 
“electricity is a modern necessity of life 
and ought to be in every village, every 
home, and every farm in the United 
States.” With about 21,700,000 non- 
farm residential customers being served 
with electricity,*5 there is general agree- 
ment that the rural dweller, and par- 
ticularly the farmer, is the one on whom 
the greatest effort must be concentrated 
if he is to secure the benefits of elec- 
tricity in the near future. 

The national program of rural electri- 
fication has made a large stride toward . 
the President’s goal. The next few 
years, with their political, economic, and 
social developments, will determine the 
extent of its future progress. 


15 The Electric Light and Power Industry 
in the United States (New York: Edison Elec- 
tric Institute, 1938), Statistical Bulletin No. 5, 
p. 33. 
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Public and Private Ownership of Water Supply Utilities 


By Rotanp B. EUTSLER 


ISTORICALLY, public water sup- 

ply systems are the first of the 
public utility industries. Tribal wells, 
commonly owned and jointly used, were 
a characteristic of the earliest villages 
in which man developed a stable com- 
munity life. Important water supply 
wells and storage systems were con- 
structed in the early civilizations flour- 
ishing in Egypt, Greece, Assyria, Persia, 
India, China, and. Rome. These sys- 
tems were usually publicly or com- 
monly owned. The Roman water sup- 
ply system, dating from 312 B.c., with 
aqueducts gf an aggregate length of 
359 miles, was the most extensive de- 
velopment of this early period. Scant 
attention was given to the subject of 
water supplies during the Middle Ages, 
and but few of the towns and cities of 
that period had water supply systems. 
In the seventeenth and eighteenth cen- 
turies a few water systems were con- 
structed.t 


DEVELOPMENT IN UNITED STATES 


The first water supply system in the 
United States was located in Boston, a 
spring supply of water being piped by 
gravity to that city in 1652. A pump 
system was installed in Bethlehem, 
Pennsylvania, in 1754. A steam engine 


pumping water from the Schuylkill 


River was installed in Philadelphia in 
1800. The Philadelphia system has 
been described as the first modern wa- 
terworks, since it was the first to use 
iron pipe, these being laid in 1804. 
There were sixteen public water supply 
systems in the United States by 1800, 
only one of which was publicly owned. 
Following 1850, the development of 
public water supplies 

1 F., E. Turneaure and H. L. Russell, Public 
Water Supplies (New York, 1924), pp. 1-11. 
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in the, United States was very rapid par- 
ticularly with reference to enlargement of 
supplies, improvements in machinery and 
materials, and the construction of works in 
smaller communities not previously sup- 
plied. Among the more important im- 
provements were the perfection of cast- 
iron pipe; the improvement of pumping 
machinery, whereby the duty was very. 
greatly increased; the manufacture of the 
smaller pumps on a, commercial scale, thus 
greatl¥ reducing the cost to small towns; 
the adoption of direct pumping systems for 
small towns, thus also in many instances 
reducing first cost; the development of the 
ground and artesian water supplies in the 
western states. By 1900 it was rare to find 
a village df 2,000 inhabitants without a 
public supply.?. 


EXTENT oF PUBLIC OWNERSHIP 


Public ownership is one of the major 
distinguishing features of the water sup- 
ply utilities. Public, usually municipal, 
ownership is the rule rather than the ex- 
ception. This presents a sharp contrast 
to the situation found in other utility in- 
dustries, since private ownership, there 
predominates. The extent of municipal 
ownership of water supply systems is 
consistently estimated to be 70 per cent 
or greater. 

A survey made by Public Works in 
1927 covered 900 of the 1,400 towns of 
2,000 to 5,000 population in the United 
States, and 728 of the 1,467 cities hav- 
ing a population of 5,000 persons or 
more. On the basis of this survey it 
was estimated that there were 9,800 
waterworks systems in the United 
States, of which, it was further esti- 
mated, about 70 per cent were munici- 
pally owned.® 

An estimate made in 1929, appearing 

2 Ibid., p. 8. 


3 “Some Water Works Data,” Public Works, 
Vol. 59 (Dec. 1928),-p. 475. 
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` in the Magazine of Wall Street, stated 
that there were 8,000 communities in 
the United States with organized water- 
‘works. Approximately 75 per cent of 
these were believed to be municipally 
owned, with an estimated capital invest- 
ment of $2,700,000,000. The 25 per 
cent privately owned systems had an 
estimated capital investment of $900,- 
000,000. It is worth noting that this 
estimate points out that there has been 
. an increase in the privately owned sys- 
tems in the small and medium sized 
cities in recent years.* ‘This conclusion 
is contrary to that of other estimates, 
which consistently note an increase in 
the trend toward municipal ownership 
of water supply utilities. 

The National Resources Board states 
’ that there are about 7,100 public water 
_ supply systems in the United States, 
serving 80,000,000 people. It is esti- 
mated that 80 per cent of the users are 
supplied from publicly owned systems, 
.rand that during the last twenty-five 
years there has been a marked increase 
in the. number of systems municipally 
owned.® 

With the majority of water users be- 
ing served by publicly owned and op- 
erated systems, public ownership is 
accepted as the normal condition. 
Therefore, when discussions of the pros 
and cons of municipal or public owner- 
ship are raised, the water supply utili- 
ties are usually left out. Occasionally 
an example of an efficiently admin- 
istered and successfully operated sys- 
tem will be cited as evidence of the 
feasibility and desirability of municipal 
operation. More often, a system will 
be cited as an example of the maladmin- 
istration, the financial difficulties, and 


4Ronald P. Hartwell, “Water—A Growing 
Utility,” Magazine of Wall Street, Vol. 46 
(June 28, 1930), p. 398. 

5 National Resources Board, Report, Dec. 1, 
1934 (Washington: Gov’t Printing Office), pp. 
331-32, 


the poor business methods which may 
be expected when municipalities under- 
take the operation of public utilities. 
The fact that particular systems can be 
used as arguments for, while others car 
be used as arguments against, munici- 
pal ownership and operation raises cer- 
tain questions, namely: Why is public 
ownership characteristic for this public 
utility? Is it due to superior efficiency 
of municipal operation? If not, what 
conditions exist in the industry that find 
their root in the kind of ownership and 
operation? What is being done to settle 
these problems? 


CAUSES or MUNICIPAL OWNERSHIP 


The predominance of municipal own- 
ership of public water supply utilities 
can be accounted for by no single fact 
or situation. It is currently stated by 
many that sanitary and hygienic con- 
siderations made it necessary for mu- 
nicipalities to build and operate water 
supply systems. Though this has been 
a contributing and important factor, it 
is doubtful if it can be cited as the 
dominant cause, since sanitary and hy- 
gienic factors did not become recognized 
as significant until late in the nine- 
teenth century. On the other hand, 
works for impounding and distributing 
a water supply require a relatively large 
capital investment and extensive use of 
the power of eminent domain. Coupled 
with these factors is the attitude on the 


‘part of many that water is free and 


therefore should be supplied with a min- 
imum of cost. Privately owned water- 
works thus encountered difficulties in 
charging rates sufficiently high to cover 
the costs of supplying water. Private 
capital therefore tended to seek more 
profitable fields of investment, and left 
this field undeveloped. If water were 
to be supplied, it was up to the munici- 
pality to do it. Moreover, municipali- 
ties sometimes found it possible to shift 
some' of the costs of construction to 


property owners by assessment, and 
some of the current costs of operation, 


„especially interest on bonded indebted-. 


ness, to the taxpayers in the form of 
taxes. And, to the contrary, the possi- 
bility of letting water users instead of 
the owners of the protected property 


pay for the costs of fire protection serv- ' 


ices caused ‘property owners to support 
the installation of publicly owned sys- 
tems. These situations, with emphasis 
varying from one to the other in differ- 
ent localities, are the ones which account 
for the predominance of municipal own- 
ership of this industry. 


Is MUNICIPAL OWNERSHIP 
SUCCESSFUL? 


Water users generally feel that mu- 
nicipal ownership has been successful 
when measured in terms of quality of 
water delivered to consumers, services 
rendered, and rates charged. The ad- 
ministration of waterworks systems, 
however, has frequently been motivated 


by political rather than business con- 


siderations, with frequent instances of 
inefficient administration and with many 
problems arising as a consequence. There 
is no question that the trend is toward 
better administration and sounder prac- 
tices, and in many cities the water sup- 
ply system may be exhibited as a model 
of efficient administration. Active in 
promoting better administration have 
been the American: Water Works Asso- 
ciation, American City, and others in- 
terested.in American municipal govern- 
ment. Since conditions in many cities, 
however, are long standing and deep- 
_ rooted, improvements there will be diffi- 
~cult to attain. 

No attempt is made here to discuss all 
the problems which arise in the admin- 
istration of a public water supply sys- 
tem. Problems falling in this group, 
largely technical in nature, are taste and 
odor removal, purity of water, adequacy 

6 National Resources Board, op. cit., p. 332. 
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of supply, pressure in the mains, and 
the like. Instead of problems of this 
nature, attention is devoted to those 
which are peculiar to publicly owned 
systems or which are most likely to 
arise in publicly owned systems. 


RELATIONS BETWEEN THE UTILITY 
AND THE CITY 


A timely and pertinent problem in 
some municipally owned waterworks re- 
lates to the financial relationship be- . 
tween the utility and the city. The 
situation existing in many citiés is 
satisfactory. This condition generally 
prevails in those cities in which the 
waterworks is managed by a board or 
commission independent of, and free 
from, political control. Generally it is 
here found that the utility and city 
finances are completely segregated, and 
the tility considers adequate deprecia- 
tion and replacement charges before 
computing the profits or losses from its 
operations. But many of the publicly 
owned waterworks are operated as city 
departments, with no segregation of the 
utility’s affairs from those of the city. 
The officials in charge of the waterworks 
are frequently appointed on the basis of 
political factors and change with each 
administration. The waterworks be- 
comes all too often a political football, 
with its finances considered as a plum 
to be plucked for the city’s general reve- 
nue fund. Profits from the utility are 
merged into the city’s revenues and 
such profits are computed without ref- 
erence to depreciation or replacement 
reserves. Maintenance and repairs are 
often slighted and the physical plant 
allowed to deteriorate. 

Sooner or later there results, where 
such practices are followed, a financial 
predicament for the utility. Moreover, 
the utility is likely to become a burden 
to the taxpayers, as well as to render 
inadequate or unsatisfactory service to 
its customers. The way out has not al- 
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ways been selected with reference to 
preventing similar, conditions from re- 
occurring. There is failure to recognize 
that the utility must be operated as a 
business enterprise, and thus no steps 
are taken to place its administration in 
the hands of nonpartisan and qualified 
persons. Rather, the need for a new 
bond issue is cited, funds raised, the 
utility repaired, and the same old type 
of administration will lead to a re- 
_ occurrence of a run-down condition 
sometime in the future. In the mean- 
time, the city will have incurred addi- 
tional debt, for which provision for 
repayment is frequently not-made. Ef- 
ficient operation of publicly owned 
water supply systems will not be at- 
tained until there is a separation of 
the utility’s from the city's finances. 
The American Water Works Associa- 
tion has been active in attempting to 
bring about improvement in this re- 
spect, and some substantial progress is 
being made.’ 


THE EXTENSION PROBLEM 


One special financial problem of pub- 
licly owned water supplies has to do 
with extensions into adjacent areas. 
Some systems are limited by law to the 
boundaries of the city. Nothing, of 
course, can be done in such instances 
until a change is made in the state law 
or the municipal charter. The exten- 
sion problem becomes serious because 
of the many requests for extensions into 
thinly populated sections. If an ex- 
tension is made, it is likely to be a finan- 
cial loss for many years. If it is not 
made, it tends to prevent settlement in 
the district and thus retards the de- 
velopment of suburban districts. A sur- 
vey of 616 municipal plants made by 
American City disclosed that 202 finance 


7See, for example, Lawrence M. Bailey, 
“Water Financing in Small Cities,” Journal of 
the American Water Works Association, Vol. 
22 (April, 1930), pp. 257-58. 


extensions from current earnings; 202 
finance them from department funds, 
from a general tax, or direct from the 
city treasury; 155 from bond issues; 
and 57 from levies of assessments 
against those benefited.® 

A special extension problem arises 
where there are many municipalities or 
boroughs situated in close proximity to 
one another. Extensions by one are 
likely later to be incorporated into an- 
other. Moreover, available water sup- 
plies in the area may be limited, and 
competition among the communities 
might create difficult problems. The 
formation of metropolitan water dis- 
tricts offers a possible solution to prob- 
lems of this sort. In this way a com- 
mon water supply for all concerned can 
be developed, and co-operative endeavor 
can be exhibited in a combined effort 
for a common benefit. Metropolitan ` 
water supply districts, especially in 
areas of-dense population or where sup- 
plies are limited, may be expected to 
increase.® A striking example of a 
metropolitan water district is that of 
Los Angeles and neighboring munici- 
palities in California, drawing upon 
Colorado River supplies 208 miles 
distant. 


Cross-CoNNECTIONS 


A problem which sometimes involves 
serious aspects arises out of the prac- 
tice of cross-connections of private wa- 
ter supplies with public supplies. Many 
industries maintain private water sup- 
ply systems to meet their industrial 
needs. For emergency or breakdown 
services or to supplement the private 
supplies, these private supplies are fre- 
quently cross-connected with the public 
supplies. Unless the public supplies are 

8 Municipal Index, 1924, p. 313. 

9 See, for example, Morris Knowles and 
John A. Fulkman, “Metropolitan Water Sup- 
ply Systems,” Journal of the American Water 
Works Association, Vol. 13, No. 6 -(June, 
1925), pp. 601 ff. 
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closely guarded, there may leak into 
them untreated water from the private 
supplies. Some bacterial infections have 
been traced to private supplies° A 
rate problem is also created. If charges 
dre made purely on the basis of quan- 
tity of water used, the private supply 
probably will not pay to the utility a 
reasonable return on the investment re- 
quired to be ready to render the service, 
since but little use of water is made. 
The practice of service charges or spe- 
cial stand-by charges must be incorpo- 
rated into the water utility’s rate struc- 
ture if the utility is to be properly 
remunerated. 


WATER WASTE. 


Water waste is also a problem. The 
only way in which water wastes can be 
accurately determined is by metering 
both the supply going into the distribu- 
tion mains and the amounts taken out 
of the mains by customers. Wastes in 
unmetered services are common. Fau- 
cets are unnecessarily left open and 
small leaks are not repaired, since the 
charge to a customer for water cannot 
be related to the quantity used. A leak 
of 14 gallon of water per minute (and 
several dripping faucets or leaking toi- 
lets can cause this) amounts to 720 
gallons per day and 262,800 gallons per 
year. Numerous instances of the effect 
of metering on consumption have been 
cited. A study of Ohio conditions shows 
that the effect of meters on consumption 
is to reduce the average daily consump- 
tion from 170 to 90 gallons in villages, 
and from 170 to 100 gallons in cities.™ 


10 For a discussion of the seriousness of this 
problem, see Alfred H. Fletcher, “Quasi-Public 
Water Supplies and Cross-Connections with 
Municipal Water Supplies,’ Journal of the 
American Water Works Association, Vol. 29, 
No. 1 (Jan. 1937), pp. 78 ff.; J. Arthur Jen- 
sen, “Putting Punch Into Regulation of Cross 
Connections,” American City, Vol. 52, No. 2 
(Feb. 1937), pp. 56 ff. 

11 Municipal Index, 1924, p. 311, 


It has frequently been the case that 
cities and towns which charged flat 
rates have faced the alternatives of se- 
curing a new and larger supply of wa- 
ter or eliminating undue waste of the 
present supply. The installation of me- 
ters, with a consequent elimination of 
waste, disclosed that the present supply 
was ample to care. for the needs of the 
city for years to come. , Meter installa- 
tion costs are only a fraction of the 
costs usually incurred in developing a . 
new source of supply. Customers, too, 
appreciate the fact that charges based 
upon “measurement eliminate many dis- 
criminations,.}” 

On the basis of data published in 
1925 by American City and Municipal 
Index, it would appear that many water 
supply .syetems are incompletely me- 
tered and therefore do not know the ex- 
tent to which wastes and leaks occur. 
This survey found that only about one- 
fourth of the systems have their do- 
mestic services completely metered.** 
In recent years, however, many systems. 
have installed meters for all their serv- 
ices. It is clear, however, that efficiency 
of administration and operation de- 
mands further and marked improve- 
ment in this respect. 

The waste water problem involves 
also a rate problem. Without meters, 
rates for water must be either-on a flat 
rate base regardless of the amount of 
water used, or related to some physical 
characteristic of the property served, 
such as number and size of outlets, 
number of rooms, frontage of the lot, 
or the like. In any event, the charge is 
not related to the quantity of water 
used, and there is no inducement for the 


12 Ibid. See also American City, Vol. 49, 
Jan—May 1934, for instances oi waste pre- 
vention by metering. 

13 Adapted from statistics enored by 
American City, Vols. 32 and 33, Feb—July 
1925, and Municipal Index, 1925, pp. 378- 
409. 
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consumer tọ conserve in the use of wa- 
ter or to repair minor leaks. 

Charges for water supply are among 
the least scientific of the charges for 
public utility services in the United 
States. The fact that many services are 
unmetered makes it impossible to relate 
rates to the quantity of water delivered. 
Even where meter rates are used, there 
has been but little development of rate 
schedules embodying the principle of a 

. demand charge. There seems to be in- 
creasing attention paid to the problems 
of rates and metering, and there is a 
noticeable tendency toward mefering 
and the use of meter rates which recog- 
nize the principle of decreasing the rate 
per unit as consumption increases. There 
is, too, a growing recognition that each 
customer is responsible for seme of the 
fixed costs of the business, and the use 
of minimum charges or service charges, 
covering at least customer costs, is now 
more general than in the past." 


Fire SERVICE 


The rate problem of water supply 
utilities is complicated by the use of 
water for fire protection services. A 
large proportion of the investment in 
the plant and equipment for the water- 
works system is attributable directly to 
the fire protection services. The Man- 
ual of Water Works Practices estimates 
that 10 per cent of the investment in 
water systems in large cities and as 
much as 80 per cent of the investment 
in smaller cities is attributable to this 

14 See American City, Vol. 49, May—Dec. 
1934, and Vol. 50, Jan—Dec. 1935, for ex- 
amples of rate schedules now being used. The 
New England Water Works Association and 
the American Water Works Association have 
approved a standard form of block rates. See 
Journal of the New England Water Works As- 
sociation, Vol. 30, pp. 316-411 and 453-78, 
and Journal-of the American Water Works 
Association, Vol. 10, pp. 871-81, for a discus- 
sion and description of this standard form. 
No records are available as to how extensively 
this block rate form is being used. 
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service.> The investment is made nec- 
essary in designing the distribution sys- 
tem so that the water flow may be con- 
centrated and so that' the necessary 
pressure to provide a water flow’ is 
obtained. Hydrants for the fire flow 
must also be provided. It is apparent 
that charges or rates for fire protection 
services should receive careful attention.. 
If fire services are rendered free of 
charge, as is frequently the case, the 
burden of its cost falls upon the other 
water users and results in higher rates 
to them. If the rates are based upon 
the amount of water consumed, the fire 
service pays but a small proportion of 
the costs, since it consumes only about 
1 per cent or less of the total water sup- 
plied by the waterworks. „It follows, 
then, that the only logical method of 
apportioning charges against the fire 
service is to make a demand or service , 
charge which is commensurate with the 
proportion of the costs necessitated by 
these services. 

It has been indicated that where fire 
protection services are rendered free or 
are based upon consumption, the cost 
thereof, or a part of it, is borne by the 
other water users in the form of higher 
rates. When the fire services are ade- 
quately paid for, the cost is borne by 
the taxpayers in the form of higher 
taxes. Probably one reason for the con- 


` tinuation of fire services rendered free or 


at much less than their real cost is the 
greater ease of collecting from the water 
users than from the taxpayers. One 
need only cite the rising tide of protest 
against increased taxes to offer support 
for this view. It is coming to be an 
established principle in public utilities, 
however, that the charge for a service 
should be commensurate with its cost, 


15 These estimates are quoted in G. H. 
Fenkell, “Management of a Water Works 
Business,” Journal of the American Water 
Works Association, Vol. 20, No. 3 (Sept. 
1928), p. 315. 


The tendency seems to be toward mak- 
ing charges for fire services which are 
more closely related to their costs. It 
is a decision which determines how 
much of the burden: of the fire service 
cost should be borne by the taxpayers 
at large, i.e., the owners of the property 


protected, and how much by the water 


users. ` 

Fire services are definitely valuable to 
property owners in savings in fire in- 
surance premiums. The National Fire 
Underwriters Association gives much 
weight to the adequacy of the water 
supply system in determining basic 
rates for fire insurance. One observer 
indicates that savings in fire insurance 
in New York amount to $5.50 per 
capita, while the cost of supplying the 
service is.only $1.00 per capita2® A 
study of the effect of installing water 
supply systems in five small Texas 
towns shows that the cost of fire pro- 
tection in the system amounts to 30 to 
45 per cent of the total‘cost. Savings in 
net insurance premiums paid, however, 
yield a return of 3.25 to 11 per cent 
on the difference in cost attributable to 
fire protection.17 If savings of this na- 


ture are demonstrable, it seems only fair | 


that the costs of the fire service be as- 
sessed against the property owners in- 


16 Harry Barker, Public Utility Rates (New 
York: McGraw-Hill Book Co., 1917), p. 257. 

17H. R. Helland, “The Cost of Fire Pro- 
tection Built Into Water Works,” American 
City, Vol. 52, No. 9 (Sept. 1937), p. 69. 
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stead of the water users. The trend in 
the revision of fire service rates is defi- 
nitely in this direction,® though with 
the practice of free service long estab- 
lished and deep-rooted, changes can be 
expected only gradually. 


SUMMARY 


Public ownership and operation of 
public water supply systems is the rule 
rather than the exception. Since the in- 
dustry developed under public owner- . 
ship, it is accepted as normal, and none 
of the, usual arguments on the pros and 
cons of public ownership are applied to 
this field. In terms of cheapness of 
cost, purity of water, and adequacy of 
service, municipal water supply utilities 
have done an efficient job. In terms of 
financial administration, rate practices, 
elimination of wastes, regulation of 
cross-connections, and charges for fire 
protection services, there have been 
(and still are) many instances of ineffi- 
cient administration. To the credit of 
municipal systems, in the face of many 
obstacles and with the electorate show- 
ing practically no interest in the prob- 
lems of their utility, many systems are 
making rapid strides forward, and con- 
tinued improvement, this author be- 
lieves, may be expected. 

18 See, for example, Robert Mixon, “Charges 
for Fire Protection Service as Determined by 
the Public Service Commission of Wisconsin,” 


Journal of the American Water Works Asso- 
ciation, Vol. 29, No. 12 (Dec. 1937), pp. 1837. 
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_ Public Versus Private Ownership and Operation of the 


Communication Utilities 


By James M. HERRING 


LECTRICAL means of communi- 

cation in the United States, except 
those connected with the military serv- 
ices, have been owned and operated by 
private interests ever since the first tele- 
_ graph line, constructed by the use of 
Federal funds, was sold to a private 
company in 1847. At that time there 
' was considerable sentiment in fafor of 
the continuance of public ownership, 
and the issue has been revived periodi- 
cally since. The Post Roads Act of 
1866 held the telegraph to be within the 
purview of the constitutional provision 
empowering Congress to establish a 
postal service, and this Act definitely 
contemplated the acquisition by the 
Federal Government of all telegraph 
lines, although the policy there envi- 
sioned was never carried out. Subse- 
quently many of the postmasters-gen- 
eral advocated public ownership of the 


telegraph service, while numerous bills . 


to that effect were introduced in Con- 
gress.” By 1900 more than 70 bills had 
been introduced and 18 committees of 
Congress had reported to the House or 
Senate upon such measures; 16 favor- 
ably, and 2 unfavorably. 

Agitation was continued from time to 
time after 1900, the program of govern- 
ment ownership coming to include the 
telephone on the score that the argu- 
ments for government ownership and 
operation of the telegraph service could 
be advanced with equal validity in the 
case of the telephone service. So strong 
was the sentiment in 1901 that the Post- 
master-General was instructed “to re- 
port to Congress the probable cost of 
connecting a telegraph and telephone 
system with the postal service by some 
feasible plan.” However, this direction 
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of Congress was not complied with. 
During the period from 1901 to the out- 
break of the World War, government 
ownership of the communication ` sys- 
tems was recommended by Postmasters- 
General Payne, Cortelyou, Hitchcock, 
and Burleson; but since the war the 
issue has Jain dormant. f 

The preceding historical résumé is 
presented merely to indicate that in this 
paper we are dealing with an old issue, 
one that has been debated upon nume- 
rous occasions during which numerous 
arguments pro and con have been ad- 
vanced. Some of the arguments for 
government ownership of the communi- 
cation systems offered in an earlier pe- 
riod have lost much of their significance 
today. They rested upon real or as- 
sumed defects or abuses of the services 
under private management. Among 
these were stock watering, excessive 
rates, unjust discriminations in rates 
and service between individuals and 
communities, excessive profits, excessive 
issuance of telegraph franks, and many 
others of similar nature but of less im- 
portance. These conditions: have been 
or may be eliminated by the develop- 
ment of public regulation. Other argu- 
ments early advanced have persisted 
with little diminution of their original 
vigor. Chief among these are the 
claims that government systems could 
be better adapted to communication 
needs; and that government ownership 
and operation would be more economi- 
cal and efficient. 


UNIVERSALITY 


Communication systems to perform 
effectively their public functions must 
be as nearly universal as it is economi- 
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cally feasible to make them. This prin- 
ciple lies at the very foundation of our 
postal service, and many contend that 
the telegraph and telephone services 
should be ‘similarly organized. The 
contention is that private managements 
in search of profits are bound to serve 
only profitable territories, whereas the 
government, concerned primarily with 
service to the public, is less likely to re- 
quire that each service be wholly or 
nearly self-supporting. What truth is 
there in these claims? 

That telephone service is universal in 
the United States, no one familiar with 
the facts will deny. There is no sizable 
community that is not served by a tele- 
phone exchange of its own or by one 
located in some neighboring town, and 
numerous residents of rural sections are 
served by co-operatives or farmers’ 
lines. All but a few thousand of these 
telephones are interconnected so that 
any subscriber may call any other sub- 
scriber in the United States, with few 
exceptions. According to statistics com- 
piled by the Chief Statistician’s Divi- 
sion of the American Telephone and 
Telegraph Company, on January 1, 
1937, one-half of the world’s telephones 
were in the United States, representing 
a telephone development of 14.39 tele- 
phones per 100 population. This was 
16 times the telephone density of the 
rest of the world, the development in 
Europe averaging only 2.35 telephones 
per 100 population. Not only was the 
telephone development in'the United 
States greater in large cities, but also in 
smaller places. Telephone development 
in all communities of the United States 
with less than 50,000 population av- 
eraged 10.33 telephones per 100 popu- 
lation, a density greater than that found 
in all but two European countries in 
their entirety, and which even exceeded 


1 World Telephone Statistics, Bell Tele- 
phone Quarterly, Vol. XVII, No. 3 (July 
1938), pp. 198-209. 


the development of important capital 
cities such as Budapest, Moscow, 
Prague, Rome, The Hague, Tokyo, 
Vienna, and Warsaw. Public ownership 
could scarcely be expected to improve 
on this showing. 


The telegraph service 


Arguments for government ownership 
on the basis of the need for more nearly 
universal communication systems usu- 
ally center around the telegraph service. 
It is contended that whereas the tele- ` 
graph companies serve directly only 21,- 
000 còmmunities, if the telegraph were 
made an adjunct of the postal service it 
could be almost as universal. But this 
is not a fair picture. While the tele- 
graph companies have offices in only a 
limited number of places where reason- 
able volumes of communications orig- 
inate, they serve numerous other points . 
by arrangements with the Bell System 
and independent telephone companies, 
and they have set up thousands of send- 
ing agencies in drug stores, gasoline sta- 
tions, and other public places. Take 
the Postal System, for example, which 
is very much smaller than the Western 
Union. In addition to its arrangements 
with the Bell System, the Postal has 
contracts with about 1,860 offices of 
364 independent telephone companies. 
These offices carry out the functions of 
regular Postal ‘Telegraph offices. In its 
tariff published in 1935, this system 
listed ‘73,000 points in the United States 
for which it would receive telegrams, 
and about 11,000 points in Canada. 
The Western Union lists an even greater 
number. 

In view of such facts it is obvious 
that the telegraph service is not con- 
fined to the places which support tele- 
graph offices. It is clear, also, that the 
telegraph companies have made real at- 
tempts to serve less profitable territory, 
although in this industry, as elsewhere, 
private capital is not employed wherd 
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there is no anticipation of eventual 
profit. If the needs of the communicat- 
ing public were alone considered, there 
would be more telegraph offices estab- 
lished and offices more conveniently lo- 
cated, Western Union offices in a large 
number of smaller places being located 
in railroad stations. Contrary to the 
situation in the telephone industry, the 
telegraph is less widely used in the 
United States for social communications 
_ than in many European countries where 
the service is a public monopoly. Partly 
responsible for this situation is the com- 
petition that exists between thé tele- 
graph companies. This competition is 
not between two universal systems serv- 
ing the same points, since the Western 
Union serves some 14,500 towns ex- 
clusively;, it is for the busipess of the 
larger cities, of which the Postal re- 
ceives about 20 per cent. It results in 
much wasteful duplication of offices, 
equipment, and personnel, and in the 
dissipation of revenues which otherwise 
might be used to extend the service. 
Government ownership would eliminate 
this condition at a single stroke, but it 
could be done also by consolidation. 

One can easily overstress the impor- 
tance ‘of universality, particularly if he 
closes his eyes to costs. The use of the 
mail service is so widespread and gen- 
eral that universal availability is a para- 
mount consideration, regardless of cost. 
On the other hand, instantaneous com- 
munication, whether by telephone or 
telegraph, is still so expensive that gen- 
eral availability must always be con- 
sidered in relation to the cost. For 
business uses it is an economical substi- 
tute for the cheaper, slower mail; but 
for social communication it is for the 
most part a convenience or a luxury. 
Use of the telegraph could probably be 
extended, though to make it as universal 
as the mail would be to incur costs out 
of proportion to the social benefits to 
be derived. 


CO-ORDINATION 


One of the principal advantages of 
government ownership of all telecom- 


- munication services would be the possi- 


bility of a more effective co-ordination 
between them. Technological and eco- 
nomic improvements already have been 
responsible for much development in the 
direction of co-ordinated communica- 
tion systems. The telephone provides 
pick-up and delivery services for the 
telegraph, and the wire telegraph fur- 
nishes similar services for the radio- 
telegraph companies. Telephone cir- 
cuits are used simultaneously for 
telephonic and telegraphic communica- 
tion, and some telegraph and telephone 
offices and personnel are employed 
jointly in the performance of more than 
one service. The fact that so many co- 
ordinate uses of property and personnel 
have been worked out in a situation 
characterized by intense competition is 
ample proof of their sound economic 
character. Under single ownership, full 
advantage of the benefits of co-ordina- 
tion could be taken. This is recognized 
by the private owners today as it was 
twenty-five years or more ago, when, 
largely through the efforts of Theodore 
N. Vail, the Western Union was brought 
under control of the American Tele- 
phone and Telegraph Company. A 
public cry of monopoly was sufficient to 
damn this alliance and to force its dis- 
solution, but the economic arguments 
for it were sound, and are today. 

The Bell System, at present, except 
for limited operations on the Pacific 
Coast, does not offer a public message 
telegraph service. However, this sys- 
tem does lease circuits to private users 
for telegraph service, and it furnishes 
other services of a truly telegraphic 
nature, or directly competitivé with 
services supplied by the telegraph com- 
panies, such as private line teletype- 
writer service and teletypewriter ex- 
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change service. Revenues from these 
and other telegraph services of the Bell 
System for the year 1936 amounted to 
$23,950,886.2 This amount comprised 
only 7 per cent of the total toll service 


‘revenues, and only about 2 per cent of . 


the total operating revenues of the Bell 
System, but it about equaled the total 
revenues from land-line operations of 
the Postal Telegraph-Cable Company, 
and amounted to more than 20 per cent 
of the total Jand-line revenues of the 
two large telegraph companies. It is 
safe to say that under present conditions 
the telephone and the telegraph services 
could be’ consolidated and operated 
more efficiently and with greater econ- 
omy than they are now operated sep- 
arately. 

The place of the radiotelegraph® in 
such a co-ordinated system could be de- 
termined only by experience. There are 
today no extensive domestic radiotele- 
. graph systems, although the radio fur- 


`> nishes able and energetic competition 


for the cable in the international field. 
But the reasons for the lack of domestic 
radiotelegraph systems are not hard to 
find. As Newcomb Carleton has fre- 
quently said, the problem in telegraphic 
communication is not concerned so 
much with the medium employed as 
with the task of getting the message 
from the sender to the person to whom 
it is destined. This calls for an or- 
ganization of offices and personnel like 
that already set up by the telegraph 
companies, but which the radio com- 
panies could not afford to duplicate. In 
fact, as we implied previously, uneco- 
nomic duplication by the telegraph com- 


2 Federal Communications Commission, 
Third Annual Report, 1937, p. 121. 

3 Radio broadcasting is not included in this 
discussion because public ownership of the 
service would involve the consideration of 
many special problems quite unrelated to 
commercial communication, and to discuss 
these would take us far beyond the scope of 
the present article. 
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panies is one of the destructive aspects 
of competition. The important consid- 
eration is that under common ownership 
each agency could be developed to its 
fullest extent, and facilities and per- 
sonnel could be used jointly in the most 
efficient manner. Of course, these bene- . 
fits of common ownership could be 
reaped whether that ownership were 
public or private. 


TECHNICAL DEVELOPMENT 


The choice between public and pri- 
vate ownership of communication facili-’ 
ties must rest in part also upon the 
ability of management to keep pace 
with technical progress. In this respect 
the private managements have estab- 
lished an enviable record. Generally it 
is conceded that telephone and radio 
development in the United States has 
kept pace with, if not: surpassed, de- 
velopment elsewhere, although tele- 
graph and cable managements fre- 
quently have been called unprogressive. 
That such adverse criticism is not 
wholly merited can readily be shown. 
Within the -past three decades the 
domestic telegraph service has been 
transformed from a manual to a 
machine-operated system of much 
greater efficiency and capacity. Auto- 
matic sending and receiving machines 
have been placed on the trunk circuits 
of the telegraph companies and in the 
offices of customers for use on private 
lines. Multiplex systems have been 
installed which tremendously increase 
the capacity of telegraph circuits, and 
recently a varioplex system has been 
developed which permits the division of 
a multiplex telegraph circuit into as 
many two-way communication channels 
as are desired. -A further development 
of the varioplex system is telemeter 
service, in which use is made of tele- 
graph circuits so arranged that each of 
a group of subscribers is provided with 
facilities for sending and receiving mes- 
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sages direct from patron to patron by 
teleprinter. ae 

Other technical improvements made 
within the past five years include the 
following: relay contacts that require 
only a fraction of the maintenance re- 
quired by those previously used; im- 
proved facsimile equipment; more effi- 
cient carrier-current telegraph systems 
to increase the capacity and efficiency 
of lines; improved synchronization sys- 
. tems; higher-speed terminal equipment, 
such -as printers, reperforators, and 
transmitters; improved central office 
equipment; relaying equipment . for 
automatically connected multiplex cir- 
cuits; extended channel equipment, to 
extend any channel of a multiplex cir- 
cuit to any desired branch office or pri- 
vate customer; portable carwier-current 
equipment for increasing the number of 
available telegraph channels in an 
emergency; and improved rectifiers for 
providing telegraph power.* All these 
contribute to operating efficiency or 
lowered cost. Today the Western 
Union System has a message capacity 
almost double that required for normal 
needs. 

Many technical EET have 
been introduced also into cable commu- 
nication. Among the outstanding ones 
are automatic relay devices, regenera- 
tive repeaters, inductively loaded cables 
of great message capacity, and cable 
printers. Partly as a result of these 
improvements in instruments and cables 
and in operating procedure, the cable 
companies have been able to withstand 
the vigorous competition of the ` radio- 
telegraph. They carry about 80’ per 
cent of the foreign communications of 
the United States. A stimulating factor 
in all this technical development, of 
the cable and of the other communica- 
tion agencies, has been competition. 
Whether monopoly management, either 


4 Federal Communications Commission, 
Third Annual Report, 1937, pp. 80-81. 


’ Tue ANNALS OF THE AMERICAN ACADEMY 


‘, 


by the government or by private inter- 
ests, would be as progressive, is at least 
subject to question. 

A criticism frequently made is that 
there is a tendency on the part of pri- 
vate managements to stifle or hold off 
inventions which threaten to render ob- 
solete large amounts of existing prop- 
erty. A measure.of belief in this tend- 
ency unquestionably constitutes the 
reason for the introduction into regu- 
latory statutes of provisions like that in 
Section 218 of the Communications Act 
of 1934, which permits the Federal 
Communications Commission to inquire 
into the management of any carrier 
subject to its jurisdiction as to technical 
developments and improvements “to the 
end that the benefits of new inventions 
and developments may be made avail- 
able to the people of the United States.” 
Private managements answer the criti- 
cism by saying that new inventions are 
introduced ať the most economical time 
considering the effect upon over-all 
costs. Obsolescence is an important ele- 
ment of cost in all communication in- 
dustries because of the rapidity with 
which new inventions take place, but it 
would not be eliminated by public own- 
ership. The costs, unless met by the 
ratepayers, would merely be trans- 
ferred from stockholders to taxpayers. 
Improvement of communication, from 
the viewpoint either of technical op- 
erating efficiency or of social needs, 
must be considered in the light of what 
it costs to achieve it. 


ECONOMY AND EFFICIENCY 


The principal claimed economies of 
government ownership and operation 
are lower capital costs, lower construc- 
tion and maintenance costs, savings in 
rentals, and the elimination of competi- 
tive wastes. In the telephone industry 
capital savings would be particularly 
important because of the huge capital 
investments. According to the Third 
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Annual Report of the Federal Commu- 
nications Commission, at the end of the 
year 1936 all telephone carriers report- 
ing to the Commission (this includes all 
but the smallest companies) had out- 
standing $1,236,343,703 of long-term 
debt and $4,310,451,317 of capital 
stock. Interest deductions for the year 
totaled $59,339,268; and dividend pay- 
ments, $12,904,340 on preferred shares 
and $333,860,864 on common shares. 
Investments in the wire telegraph and 
radiotelegraph industries are much 
smaller, but still considerable. These 
companies had outstanding $169,080,- 
769 of long-term debt and $174,944,360 
of capital stock. Capital savings on 
such large investments, owing to a lower 
borrowing rate on the part of the Fed- 
eral Government, could mount to sizable 
proportions. 

Lower construction and maintenance 
costs would result, if at all, from the 
fact that some of the work would be 
done jointly by the same forces of men. 
Repair and maintenance of open wires 
and cables could be done at less cost if 
the telegraph and the telephone were 
brought under common ownership, espe- 
cially since the same wire plant could be 
used for both purposes. Recent devel- 
opments like the coaxial cable, which 
envision even greater possibilities in the 
joint use of telephone plant, add further 
significance to this point. 

Savings in rentals would follow from 
the joint use of buildings and structures 
for more than one service. In smaller 
places the post office or the telephone 
exchange could house the telegraph 
Service with economy, and in many 
cases convenience, to the public. Each 
service would have to maintain its dis- 
tinct operating force, however, since the 
telegraph and the telephone are func- 
tionally and fundamentally different 
services, even though they can and do 
use the same wires. 

Some of the most significant savings 
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of government ownership would result 
from the elimination of .competitive 
wastes. This is true as between the 
telephone and telegraph services, and 
particularly within the telegraph in- 
dustry. Competition between the tele- 
graph companies and the Bell System 
for the private wire business results in 
much waste, and competition between 
the telegraph companies is vicious and 
destructive. As we have pointed out 
previously, it leads to uneconomic du-- 
plication of plant, offices, equipment, 
headguarters staffs, and operating per- 
sonnel. Elimination of competitive 
wastes, however, especially in the tele- 
graph industry, would largely involve 
the elimination of duplicate personnel, 
entailing social effects of far-reaching 
consequente. 


THE CRISIS IN THE TELEGRAPH 
INDUSTRY 


The present situation of the telegraph 
companies is such that approach to the 
problems from a fundamental viewpoint 
seems to be necessary if the services are 
to be preserved. The Postal Telegraph 
and Cable Corporation, which controls 
the Mackay Companies, a Massachu- 
setts trust, which in turn controls the 
thirty-five land-line operating compa- 
nies referred to collectively as the Postal 
Telegraph-Cable Company, is in process 
of reorganization under the provisions 
of Section 77-B of the National Bank- 
ruptcy Act. The Western Union Tele- 
graph Company, which had an un- 
broken dividend record from 1874 to 
1933, has paid few dividends since the 
latter year, a principal reason being the 
decline in revenues from operations dur- 
ing the depression. Gross operating 
revenues of the Western Union, includ- 
ing land lines and cables, reached a low 
ebb in 1932 and 1933, revenues for the 
latter year being off 43 per cent from 
the peak in 1929. Since 1933 there has 
been marked improvement in Western 
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Union earnings, although’ the level is 
still far below that.prevailing before the 
depression. g 

Some hold that . the gross operating 
revenues of the telegraph and cable 
companies are permanently on a lower 
level, owing to the competition of other 
agencies, notably the radiotelegraph and 
' the air mail service, but this is specu- 
lative. Certain it is, however, that the 
fixed charges of the Postal will have to 
. be scaled down drastically if this sys- 
tem is to survive, although a revival of 
business activity may solve the, prob- 
lems of the Western Union. Permanent 
solution of the difficulties cf the tele- 
graph companies may require remedies 
of a far-reaching character, with public 
ownership as an ultimate possibility. 
Many believe, and the presext author is 
one, that the destructive competition be- 
tween the telegraph companies, at least 
as far as the land lines are concerned, 
must be eliminated through consolida- 
tion if the telegraph service is to be 
maintained in competition with the 
other communication agencies. But 
consolidation would be difficult to effec- 
tuate because of the conflicting interests 
of security owners and the fact that it 
would result in the displacement of nu- 
merous employees. In such a situation 
public ownership might appeal to the 
general public as the only practical 
solution of a complex social problem, 
whatever its economic advantages or 
disadvantages. If the telegraph system 
were taken over this might well be the 
camel’s head in the tent, since competi- 
tion between government and privately 
owned communication systems would 
create an unhealthful: situation. Fair 
treatment of all parties, as well as the 
requirements of efficient and economical 
operation, would sùggest, if not compel, 
the setting up of a government commu- 
nications monopoly. This is admittedly 
a hypothetical sequence of events, but 
it is not illogical or implausible. 
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SUMMARY 


In summarizing this all too brief dis- 
cussion of the relative merits of public 
and private ownership and operation of 
the communication utilities, it is at once 
clear that public ownership has distinct 
advantages in its favor. It is just as 
clear, however, that a large part of these 
advantages would result from common 
ownership, and that these could be ob- 
tained just as well by a private monop- 
oly. To set up such a monopoly would 


.be to reap the benefits of numerous sav- 


ings, greater efficiency in performance, 
and better adaptation of the communi- 
cation systems to social needs; but what 
would be lost? In the opinion of many, 
there would be eliminated the factor 
which more than any other has con- 
tributed, and will continue to contrib- 
ute, to economical and efficient opera- 
tion and to technical improvement of 
the communication services—the com- 
petition of self-seeking men. Competi- 
tion of the cutthroat variety, as in the 
telegraph industry, is socially undesir- 
able; but competition between the dif- 
ferent agencies organized so as to enable 
them to throw their ‘complete resources 
into the struggle, can be productive of 
much public good. 

But assuming that the economy and 
efficiency of common control of the com- 
munication utilities were so superior as 
to warrant bringing it about even at the 
sacrifice of competition, there would 
still remain the question as to whether 
public or private ownership would ‘be 
the more -desirable. The benefits of 
competition would be lost in either case, 
but under private ownership the in- 
centive of the profit motive would be 
retained. Monetary savings of govern- 
ment ownership, confined largely to 


capital savings, would be considerable, 


but they would not be so great that they 
could not be overbalanced by ineffi- 
ciencies in other directions. How im- 
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portant is the profit motive as a spur 
to efficient and economical operation, 
and would the effect be the same for 
all utilities? The late President Hadley 
of Yale University, in a significant 
statement concerning this matter, said 
that government is more likely to be 
successful in the “standardized” indus- 
tries, such as the postal service or the 
water supply, where a large part of 


management can be reduced to routine. 


and changes take place slowly, than in 
the “progressive” industries, where the 
opposite conditions obtain. That the 
communication industries belong to the 
“progressive” ‘type is evident to anyone 
familiar with the history of telecommu- 
nication over the past two or three dec- 
ades who has noted the number, the 
variety, and the radical nature of the 
new devices and services that have been 
and are constantly being introduced. 
Government enterprise, with its in- 
evitable tendencies towards involved 
administrative organization, standard- 
ization, and routine, would be hard put 
to keep pace with the march of techni- 
cal progress and efficiency. 


‘PUBLIC OWNERSHIP VERSUS 
REGULATION 


One further point which must be dis- 
cussed before this paper is brought to a 
close concerns the advisability of public 
ownership and operation as a substitute 
for the existing system of regulation. 
That all is not well with the regulatory 
machinery is an admitted fact. But 
whether in the public interest it would 
be better policy to attempt to patch up 
this machinery or to junk it in favor of 
public ownership is a moot point. The 
deficiencies of the regulatory process 
have been dealt with so extensively in a 
voluminous literature that we shall 
merely summarize them-here. There 
are many, such as deficiencies in the 
character and quality of regulatory per- 
sonnel, insufficient appropriations, in- 


adequate or poorly’ drawn statutes, lim- 
ited jurisdiction, and others of a similar 
nature, that can be corrected by intelli- 
gent foresight. Others of a more funda- 
mental nature, however, seem to be in- 
herent in the nature of the system. In 
the first place, the placing of a regu- 
latory body in the position of watchdog 
over the operations of men engaged in 
business for private profit, a body which 
enjoys many of the privileges of a 
supermanagement agency, is bound to, 
engender suspicion and ill-will and to 
lead to subterfuge to accomplish what 
detaifed statutes and administrative 
regulations are designed to prevent. In 
the second place, the scope of commis- 
sion powers is not clearly defined where 
commission determinations and orders 
are subject to judicial review as to both 
the law and the facts. In the third 
place, attempts to apply the fair-return- 
on-fair-value rule of the courts has led 
to fundamental confusion in the deter- 
mination of reasonable rates, Finally, 
the divided responsibility which arises 
from the dual nature of our government 
makes for laxity and ineffectiveness in . 
both state and Federal regulation. 
While it is not difficult to point out 
defects in the regulatory process, it is 
next to impossible to determine what ef- 
fects these deficiencies have upon the 
ultimate consumers of utility service, 
whether in terms of dollars and cents or 
quality of service. Nor is public owner- 
ship of itself a panacea. If the govern- 
ment were to take over the communica- 
tion utilities, successful operation would 
be as dependent upon skill and devotion 
to duty on the part of the personnel as 
under private ownership. The system 
of private ownership which prevails 
generally in the United States, even in 
the public utility industries, relies upon 
individual initiative and the profit mo- 
tive to assure an efficient personnel and 
the effective performance of assigned 
duties. Perhaps political selection and 
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preferment would accomplish as much, 
but we have no convincing record to 
- support it. The choice between govern- 
ment and private ownership and opera- 
tion of the communication utilities is a 


matter of balancing advantages and dis- 
advantages. Unfortunately, such a de- 
termination must rest in part upon 
speculative assumptions which have no 
foundation in experience. 
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Defects of State Retultion of Public Utilities in the 
United States : 


By WILLIAM E. MOSHER 


NHE title of this paper assumes that 
there are serious shortcomings in 
utility regulation in this country. ‘There 
are indeed several reputable authorities 
who would go so far as to entitle a pa- 
per of this sort “The Breakdown of 
State Regulation.” They would find 
considerable support for this position in 
the rather thoroughgoing surveys of reg- 
ulation that were carried on in the past 
decade in New York, South Carolina, 
Massachusetts, and Pennsylvania. The 
present writer takes the position that 
the state régulating bodies have failed 
in so many important respects that one 
may draw the conclusion that regulation 


has failed, not because of the principles. 


on which it is based so much as because 
it, like Christianity, has not been con- 
sistently and systematically tried. It 
is the aim of the paper to summarize the 
major shortcomings of state regulation. 


INADEQUATE LEGISLATION 


One of the arguments most frequently 
advanced by utility interests at the time 
of the consideration of the Federal Util- 
ity Act of 1935 was that the electric 
utility was subject to state regulation 
and that therefore there was no need of 
Federal action. An examination of the 
state laws goes to show how far from 
the truth this statement is. For exam- 
ple, of the forty-one state regulatory 
bodies having jurisdiction over electric- 
ity, but thirty-eight have the authority 
to regulate rates. In three of the thirty- 
eight such regulation is limited to maxi- 
mum rates only; in one (Missouri) the 
commission takes no action on rates un- 
less there is protest on the part of con- 
sumers; in another (Ohio) the State 
Commission acts only in case of an ap- 


peal when the company serving a given 
community and the latter’s governing 
body cannot come to an agreement. In 
six states there is no jurisdiction what- 
ever over utilities, although there are 
commissions in such states. Finally, 
the state of Delaware has no commis- ` 
sion whatever. 

It would appear from the above that 
individual communities are thrown on 
their own resources, despite the accepted 
fact that local authorities are hardly 
warranted to set up and maintain com- 
petent staffs for the control of the utili- 
ties serving them, particularly when 
such utilities are engaged in serving 
broad areas of which any given commu- 
nity is simply one segment. The prin- 
ciple was enunciated by ‘Theodore 
Roosevelt that the authority of a regu- 
lating agency, to be effective, must be 
as broad as the operations of the op- 
erating companies which supply utility 
service. 

An examination of the laws of the 
various states goes to show gaps in the 
legislative powers granted to the state 
commissions with respect to one or more 
utilities, and in some cases all of the 
various utilities. Obviously, if regula- 
tion is to be free of defects, the respon- 
sible agencies must have the legal au- 
thority necessary to exercise control. 
The dearth of such authority may be 
listed as the primary basic defect in 
state regulation. ` 7 


CHARACTER OF COMMISSIONS 


Whatever regulatory authority may 
be vested in an administrative body, it 
is generally accepted that that effective- 
ness of its actions will be measured by 
the quality and capacities of those re- 
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sponsible for administration. Some 
years ago the present writer and his 
colleague, Professor F. G. Crawford, re- 
_ viewed the various state commissions 
from the above points of view. More 
recently (1937) Professor C. O. Rug- 
gles+ carried on a somewhat similar 
investigation in which he confirmed 
most of the findings of the earlier sur- 
vey. 


. ORGANIZATION, FUNCTIONS, AND Fr- 
NANCES OF CoMMISSIONS 


When it comes to the matter gf the 

selection of commissions, political influ- 
ence is bound to play a certain role, be- 
cause they are elected in one-third of 
the states. Even when governors ap- 
point the members of the commission, 
it is known that political and utility 
influences may play a role. I would 
not imply in this statement that all 
elected commissions are first politicians 
and then public servants, for the roster 
of public service commissioners contains 
the names of’ men well equipped for 
their task and devoted to the public 
service. There have unquestionably 
been many such. 
- Secondly, the records, according to 
Ruggles, show that the average years 
of service of those in office in twenty- 
four states was less than four in 1935. 
This fact should be taken in conjunc- 
tion with the provisions in twenty-eight 
states for six-year terms, while in all 
‘others but three the term is four years 
or longer. In fact, in New York State 
a ten-year term is prescribed. Obvi- 
ously, such a turnover is not conducive 
~ to the development of a competent per- 
sonnel in the commission staff. 

Another significant consideration is 
that for the salaries paid commissioners 
are uSually inadequate to secure men of 
the caliber desired. The average.annual 
salary for commissioners other than 


1C. O. Ruggles, Aspects of the Organiza- 
tion, Harvard University, 1937. 
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chairmen approximates five thousand 
dollars. If one takes into account the 
varied and rather technical duties of 
utility commissioners, such an amount 
is on the face of it inadequate. Ref- 
erence is here made to responsibilities 
which involve some acquaintance with 
law, engineering, accounting, and man- 
agement. The conclusion may well be 
drawn that the reservoir. of men expe- 
rienced along these lines is seriously de- 
limited by the relatively meager salaries 
paid. The methods of original selec- 
tion, the relatively low salaries, and the 
actual limited tenure of commissioners 
militate against the upbuilding of that 
experience so essential in the top man- 
agement of utility commissions. Not a 
few of the defects in the day-by-day ad- 
ministration of these bodies are charge- 
able to the character of the admin- 
istrators. 

When it comes to the consideration 
of the staff by and through which the 
commission operates, attention may be 
turned to the appropriations at the dis- 
posal of the utility commissions. In 
1929 and 1930 a summary of all appro- 
priations for all the states in the country 
was set up and it was found that four- 
teen of the states paid less than $50,000 
a year, and fifteen paid between $50,- 
000 and $100,000. The total appropri- 
ations for all states was $7,113,851. Of 
this, $2,147,771 was spent by three 
states. According to a report presented 
by Dr. P. J. Raver for a committee of 
the National Association of Railroad 
and Utilities Commissioners in 1937, 
the appropriations had increased by 
1935-36, when it appears that thirty- 
one of thirty-five commissions expended 
on the average of $141,300. But sev- 
eral commissions were unable to supply 
the data on account of lack of staff. If 
the twelve commissions not reported 
had been covered, the average for the 
thirty-seven commissions would doubt- 
less have been greatly reduced, 

s 
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It is interesting to note the commit- 
tee’s comment on the matter of appro; 
priations. It runs as. follows: “In 
general at the present time the funds 
provided for state regulation are entirely 
inadequate for the effective regulation 
in the public interest.” ? 

No argument is necessary to indicate 
that meager appropriations form an in- 
superable handicap to the employment 
of the requisite legal, engineering, ac- 
counting, and management staffs. Rug- 
gles estimated, on the basis of his re- 
.turns, that the average annual salary 
for technical and professional staff mem- 
bers in twenty-five states was only 
about twenty-four hundred dollars. The 
Raver report refers to one commission 
without a single accountant on its staff. 
A professionally qualified staff is a sine 
qua non of efficient regulation. 

The fact of insufficient funds supplies 
one of the reasons for the tendency of 
commissions to wait for protests of con- 
sumers before making irivestigations, 
and even in many instances to expect 
consumers to carry on investigations at 
their own expense, while the commission 
assumes its judicial robes and serves as 
the judge adjudicating disputes between 
two parties—that is, the consumers on 
the one hand and the company repre- 
sentatives on the other. If commissions 
had adequate staffs, they might carry on 
more or less continuous surveys in order 
to determine currently the fairness of 
rates and the adequacy of service, rather 
than having to depend on the initiative 
of distressed or disgruntled consumers. 
Finally, ‘it must be remembered that 
commissions were originally conceived 
as defenders of the public interest. 

Staff limitations set bounds on the 
commission’s enterprise in auditing ac- 
counts, which obviously serve as a basis 
of the determination of investments by 
utility companies. Some years ago, 


2 Proceedings of the 49th Annual Conven- 
tion, 1937, pp. 204 ff, 
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when a legislative commission was in- 


- vestigating the laws and the administra- 


tion of the New York State Commission, 
a field audit was carried on of the ac- 
counts of a certain company in order to 
determine on a sample basis the ade- 
quacy or inadequacy of the office audits 
with which the commission up to that 
time had contented itself. The number 
of irregularities discovered was sufficient 
to prompt the investigating commission 
to recommend an expansion of field . 
auditing as an appropriate and neces- 
sary function of the regulating agency. 

In View of the above observations, the 
critic may safely draw the conclusion 
that ,probably no commission in the 
United States is adequately financed to 
carry on the broad range of duties pre- 
scribed in the law. 


VALUATIONS AND RATE 
DETERMINATION ` 


From the inception of the commission 
as a regulating body, its foremost re- 
sponsibility has been the regulation of 
rates, generally in terms of a fair return 
on a fair value. The interpretation of 
fair value has been appealed to the 
courts on so many occasions and the 
court holdings have been so consistent 
that one must say today that fair value 
is customarily interpreted in terms of 
reproduction cost new minus deprecia- 
tion, with more or less—and usually 
less—consideration of the amounts ac- 
tually and prudently invested. 

The result of. the above holdings is 
that something new under the sun has 
been set up which is peculiar to the 
United States—that is, the art and sci- 
ence of valuation of property in terms 
of reproduction cost new. Itis a highly 
specialized art and science, and its re- 
finements have been so developed that it 
has now become one of the chief means 
of inflating charges to the consumers of 
utility services. The practitioners of 
this art and science have been so suc- 
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_ cessful in crystallizing assumed outlays 

in connection with the hypothetical for- 
mation and upbuilding of companies 
that one of the-New York State com- 
missioners maintained, in the hearings 


before the investigating commission in ~ 


1929, that it was unwise for the com- 
mission to press a rate case which might 
come before the courts, because it would 
probably result in a valuation of the 
property concerned that would call for 
„an increase in rates rather than a de- 
crease. 

If the records of litigated cases on the 
subject of valuation were searched, it 
would probably be found that from five 
to ten years ordinarily transpire before 
cases appealed to the courts are defi- 
nitely settled. In the meantime the 
purchasing power of moneyemay have 
shifted, and new equipment will surely 
have been installed, so that the valua- 
tion figure is partially obsolete if not 
entirely so. 

One might, too, consider the costs 
to the litigants and to the commissions 
involved as an argument for discovering 
some method of determining value for 
rate-making purposes other than the one 
in vogue. 

At any rate, the consequence of estab- 
lished methods of valuation is that state 
commissions do not have at any given 
time such records on their books for the 
great majority of the properties subject 
to their regulation that it is possible for 
them to set. down accurate and accept- 
able figures for the investments in 
these properties. Rate determination 
for this reason becomes a matter of 
speculation, guesswork, and negotiation. 
It simply cannot be a matter of more 
or less precise arithmetic. 

There is no gainsaying the fact that 
next to the need for professionalization 
of commissions and the inadequacy of 
funds, the major obstacle to regulation 
in the United States is the utter un- 
workability of methods of determining 
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the fair value of properties for rate- 


- making purposes.® 


RATE ON RETURN 


In the same connection much should 
be made of the propensity of most 
commissions to treat the rate of return 
as something fixed and unalterable. A 
survey made in the twenties went to 
show that a large number of commis- 
sions practically accepted 8 per cent as 
the fair return on the assumed invest- 
ment.* Since the depression the rate 
has been reduced by at least 2 per cent 
and in some cases by 3 per cent. 

The point at issue here is that a vari- 
able rate ‘of return might appropriately 
be used for the purpose of rewarding 
companies which operate efficiently and 
penalizing those which fail to maintain 
efficient and progressive methods. The 
commission of Wisconsin should be 
cited as a notable exception, because it 
has attempted to rate the efficiency of 
the companies subject to its control. 
There is no doubt that it is feasible to 
establish significant indices: whereby ef- 
ficiency of utility companies might be 
fairly determined and, on the basis of 
such determinations, the rate of return 
be varied. To carry through such a 
program, of course, would involve more 
discriminating analyses and observa- 
tions than the great majority of com- 
missions can at present carry on with 
their inadequate staffs. 


HOLDING COMPANIES AND AFFILIATES 


The progressive integration of utility 
services of almost every sort under 
holding-company domination has proved 


3¥For a brief summary statement on this 
subject, as well as pertinent references, see the 
section of the report prepared by James C. 
Bonbright in reprint: “Public Regulation of 
Private Electric and Gas Utilities,” by Mosher 
and Bonbright, Paper No. 8, Sec. 3 of the re- 
port of the Third World Conference, 1936. 

4Nelson L> Smith, The Fair Rate of Re- 
turn in Public Utility Regulation, 
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a major obstacle to effective regula- 
tion. It is hardly necessary to dem- 
onstrate the extent to which holding 
companies now dominate every utility 
feld. - 

Tt is true that since the passage of 
the Utility Act of 1935, which affected 
the electrical industry, and the com- 
panion act recently passed by Congress 
with respect to the gas industry, as well 
as the creation of the Federal Commu- 
nications Commission and the Aviation 
Commission, and the assignment of con- 


trol of motor vehicles to the Interstate 


Commerce Commission, the situation 
with reference to holding-company op- 
erations in interstate commerce has 
opened up a new order of things. Nev- 
ertheless, many if not most commissions 
‘in the United States lack the necessary 
authority to control the holding com- 
panies which are entirely intrastate in 
character. It must be granted that 
many defects in this direction have been 
remedied in a growing number of states, 
but the goal of effective regulation of 
holding companies for the country as a 
whole is still in the distance. 

In concluding this section, one should 
pay tribute to Congress for the great 
advances that have been made in the 
past six or seven years with regard to 
affirmative action in the matter of regu- 
lating holding companies which, regard- 
less of state lines, have become the dom- 
inant factor in so many utility systems. 
The new agencies established for this 
purpose have moved forward on their 
administrative task with commendable 

_ progress and are supplementing in a 
very marked degree the authority of 
state commissions which were pre- 
viously effectively handicapped because 
of Jack of jurisdiction. This develop- 
ment is not without its shadow, because 
the Federal agencies may in the very na- 
ture of things be prone to carry on their 
functions in such a way that the powers 


of the state commissions will be cur- 
s 
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tailed." However, Federal laws seek to 
recognize the authority of state commis- 
sions, and rather consistently provide 
for co-operation with regard to com- 
panies which operate in interstate com- 
merce and necessarily within the states 
as well. 


CONCLUSION 


In the above necessarily condensed 
summary an effort has been made to 
draw the lines of a broad picture. What ° 
are generally considered to be the facts 
have snot permitted: the writer to use 
many bright colors. It may be well, 
therefore, to strike a somewhat opti- 
mistic note because of the appreciable 
progress that has been made in recent 
years, particularly by a few of the more 
up-and-corfiing commissions® It is 
probably true that commissions are bet- 
ter financed than ever before, because 
of the public interest in the utility situ- 
ation. Those commissions which have 
seen fit to assess the cost of investiga- 
tions against the companies investigated 
have found a source of funds which 
have enabled them greatly to extend 
their investigating activities, 

In a single case, that of the Pacific 
Gas and Electric Company (1937), 


5In introducing the report of a committee 
on co-operation between the Federal Power 
Commission and the state commissions, Com- 
missioner P. A. Lasley of Arkansas stated: 
“. . . and if the Federal Power Commission 
should exercise to the fullest extent the powers 
vested in it under that Act, the State commis- 
sions will have nothing left very much but a 
name.” National Association of Railroad and 
Utilities Commissioners Proceedings, 1936, p. 


242, 


6 Raver maintains, in a report presented to 
the National Association of Railroad and Util- 
ities Commissioners, that more advances in 
extending the authority of state commissions 
through progressive legislation have been 
made during the past six years than in any 
like period previous to this time. For a sum- 
mary statement on these laws, see Proceedings 
of the 48th Annual Convention, 1936, pp. 
361 ff.” ‘ 
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where the Supreme Court took more 
cognizance of the. prudent-investment 
theory of valuation than in earlier cases, 
one may see some progress of what, from 
our point of view might be called a 
more realistic and liberal attitude on the 
part of the court. As indicated above, 
if the court sees fit to bring the methods 
of determining values down to earth, 
one of the major difficulties in regula- 
tion will be eliminated. 

It is also likely that the work of the 
Federal agencies, which necessarily af- 
fects operating units that are tied in 
with interstate holding companies, will 
have an increasingly wholesome effect 
upon the regulation as exercised by 
state commissions and will provide fac- 
tual information and develop progres- 
sive procedures which can te readily 
adapted by the state commissions to 
_ their activities in dealing with com- 

panies coming under their jurisdiction. 

Furthermore, the increase in public 
ownership and the threat of further ex- 
pansion in this direction have served as 
a stimulus to private companies and in- 
fluenced their policies, many of which 
were previously suffering from stagna- 
tion because of their monopolistic char- 
acter, One might also refer to the 
wholesome consequences of the electric 
rate surveys as carried on annually by 
the Federal Power Commission. Com- 
parisons of typical bills have caused 
consumers, utility officials, and commis- 
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sions to reconsider those bills that are 
obviously out of line, and bring about 
rate reductions. One authority has sug- 
gested that as far as the electrical util- 
ity is concerned, such comparisons have 
done more in the way of reducing rates 
for electricity than the state commissions 
taken all together in the same period of 
time. . 

The main difficulty in utility regula- 
tion in this country rests, howéver, not 
so much‘ with utility commissions as 
with the management of utility com- 
panies itself. If utility managers ac- 
cepted their task as that of carrying on 
a semipublic business which enjoys 
great advantages at the hands of the 
public, a business that is for the most 
part freed from direct competition, that 
for the most part carries with it a guar- ` 
antee of a fair return, the problem of. 
regulation would be transformed. As 
long as the typical manager looks upon 
the utility business as any other busi- 
ness and seeks to derive the maximum 
profit from it whether by evasion of 
regulation or expensive litigation, it may 
be anticipated that those responsible for 
regulation will have an uphill job and 
perhaps an impossible one. The most 
important reform in connection with the 
utility industry is, in the writer’s opin- 
ion, the adoption of a public-service at- 
titude on the part of those who are 
responsible for supplying utility serv- 
ice. 


William E. Mosher, Ph.D., is dean of the Maxwell 
Graduate School of Citizenship and Public Affairs at 
Syracuse University. He has also served as staff 
member of the New York Bureau of Municipal Re- 
search; associate director of the Congressional Re- 
classification Commission; director of research of the 
New York State Legislative Commission investigating 
public service commission laws and their administra- 
tion; and director of electric rate survey under the 
Federal Power Commission. He is editor and co- 
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The Case for Private Ownership and Operation of 
Street Railways ` 


By THOMAS FITZGERALD and C. D. PALMER’ 


OUR attitude regarding private 


ownership and operation of street ` 


railways: depends upon your ideas as to 
what the attitude and principal func- 
tion of the government should be. If 
you believe, as I do, that in the present 
state of development of human society 
government should provide only as 
much discipline or regulation as is nec- 


essary to protect individuals, groups, ' 


and nations in as free an exercise of 
their initiative and ability in prosocial 
activities as is possible, then you will 
think that government activities should 
not extend to the ownership and opera- 
tion of street railways. 

This emphasis on protective regula- 
tion has the effect of eliminating only 
those punitive disciplinary policies 
which envisage a necessity to extend the 
activities of the government to cover a 
maximum of human affairs and bring 
discipline to a maximum. There seems 
to be a confusion here between the ends 
and the means. Disciplinary activities 
should produce that behavior in indi- 
viduals and groups which promotes so- 
cial welfare. Punitive discipline, except 
when reduced to a minimum, cannot 
promote progress; it is only negative. 


GOVERNMENT FUNCTIONS 


One of the primary functions, and at 
least the first requirement, of govern- 
ment is to protect the people governed 
against violence, which involves the 
management of its external relations 
and the keeping of internal peace. Gov- 
ernment’s activities have expanded 
many times beyond this initial require- 
ment, and probably as long as we have 
government we shall have pressure 
groups favoring the extension of gov- 


ernmental activities and responsibilities. 
Our present government has made 
amazing moves along these lines. 

In the light of current trends, the 
question arises as to what limitation 
consistent with the progress of society , 
should be placed on expansion of the 
functions of government. Government 
is accépted as having the power to regu- 
late in the public interest. Regulation, 
however, should not extend to the limits 
of strangulation and destruction, or ac- 
quisition of that which is regulated. 
Failure to secure the complete or ideal 
results expected from regulation is not 
a proper excuse for placing the govern- 
ment in business so as to avoid regula- 
tion. Since one of the primary func- 
tions of government is to maintain 
peace, regulation fits properly into the 
function. It is as reasonable to say that 
we will eliminate the necessity for regu- 
lation by acquiring business as it would 
be to have a peace officer join in dis- 
turbing the peace. 

As a starting point, therefore, it is 
accepted that government regulation is 
proper and can, by intelligent develop- 
ment of the technique, be made effec- 
tive. 

It will not be the purpose to discuss 
the success or failure of publicly owned 
and operated street railway systems as 
contrasted with privately owned and op- 
erated systems. The extent to which 
each method of dealing with the prob- 
lem of public transit provides mutual 
checks and balances would always leave 
room for argument. The fact is, how- 
ever, that of the larger cities in the 
United States, only three have publicly 
owned and operated systems, despite 
much discussion of the subject. 
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QUALITY ,OF SERVICE _ 


The most compelling argument that 
can be advanced in the case of private 
ownership and operation of street rail- 
ways, or public mass transit, as I prefer 
to call it, revolves around the methods 
by which the best results can be ob- 
tained from people. The opportunity 
for reward and the source and form of 
that reward represent the primary ad- 
- vantage of private over public owner- 
ship and operation. It is questionable 
whether the pioneer who pushed, west- 
ward was motivated by a desire to im- 
prove society or the national welfare. 
My guess is that the effort he made and 
the risks he took were related to a de- 
sire to benefit himself and his family. 
As far as we have progressetl, it would 
appear that the best efforts of indi- 
viduals are made for material rewards. 
Private enterprise gives more opportu- 
nity for the play of such individual 
forces than does public enterprise, and 
the reward is direct, whereas the public 
reward is indirect. 

The circumstances under which mass 
transit service is performed give rise to 
conditions which provide the proponent 
of panaceas and change for the sake of 
change a fertile field. Criticism is lev- 
eled at fares—too high—“A nickel fare 
would produce more revenue and solve 
all your problems.” Service is inade- 
quate—“I had to wait 25 minutes for 
a car.” “Why do four cars on Main 
Street line pass me before a car on my 
route comes along?” “The service you 
are giving us is holding back the devel- 
opment of our community, and you are 
doing it because there are more influ- 
ential people living on the Main Street 
line.” “Why do I have to stand morn- 
ing and evening?—I never get a seat.” 

I once attended a debate on public 
versus private ownership of street rail- 
ways. The affirmative speaker began 
his remarks by recalling that twenty 
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years before he had ridden a certain 
route and described the then condi- 
tions. On the day of the debate he had 
ridden the same route again and (be- 
lieve it or not) conditions were much 
worse and the fare was twice as great. 
(Laughter and applause.) He had the 
audience with him. Too many prob- 
lems of grave social import are settled 
by emotion aroused through the ability 
of an advocate to strike a note of popu- 
lar approval or disapproval in just such 
a superficial way, with no thought given 
to uncomfortably complex as well as 
uncompromising basic facts. 

The objective of a change from pri- 
vate ownership to public ownership 
should be to better conditions. 'The 
question is entirely a practieal one: Will 
public ownership produce better service, 
lower costs on which fares are based, 
better facilities, or better management, 
than do private ownership and opera- 
tion? 

Mass transit service has certain char- 
acteristics which are unique. The prod- 
uct—trides—is manufactured under the 
eyes of the consumer. The service is 
subject to delays beyond the control of 
the operator and beyond the knowledge 
or interest of the consumer. Service de- 
lays are extremely irritating to passen- 
gers in the delayed vehicle and to those 
who are compelled to wait on the street. 
Delays are also occasioned by equip- 
ment failures which immediately dis- 
rupt service. Under similar conditions 
in other industries, production stops or 
stand-by equipment on the site is 
brought into service. People are not 
discommoded. In mass transit, when 
delays occur the irritation is not limited 
to a wait, but insult is added to injury 
because the resulting condition produces 
higher loading on the vehicle than it is 
scheduled to carry. 

The rendition of mass transit service 
resolves itself into the collection and 
distribution of people in the manner and 
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time in which they present themselves. 
Persons flow to stops on the transit 
lines at a rate predictable from study 
and analysis and the vehicles collect 
them on a scheduled basis, depending on 
the rate and volume of demand. When 
the service schedule is interrupted, the 
collecting device is called upon to do 
more work. The result is loads in ex- 
cess of those scheduled. Would public 
_ ownership cure these conditions? To a 
degree, the mitigation of conditions cre- 
ating schedule disturbances, as well as 
the correction of the disturbances them- 
selves, depends upon the operating per- 
sonnel. Under private ownership these 
employees are selected because of abil- 
ity to do the job; they have been fitted 
for their jobs by training and expe- 
rience; they want to get ahead. They 
can and do put more energy, initiative, 
and intelligence into a job where oppor- 


tunities for reward exist than where. 


they do not. Although the conditions 
producing delays will continue under 
private or public ownership, greater 
progress in the correction of the condi- 
tions creating delays, as well as in the 
clearing up of delays themselves, will 
result under a system providing in- 
centives, such as private ownership and 
operation. 

Contrary to popular belief, the vol- 
ume of mass transit service to various 
routes is applied systematically and is 
dependent on demands for service, as 
evidenced by the patronage presenting 
itself for transportation. All routes do 
not justify the same amount of service. 
People patronizing less heavily traveled 
routes but paying the same fares ques- 
tion, however, why there is not the same 
frequency of service given to them as is 
given the heavier routes. Under a sys- 
tem of public ownership and operation 
the pressures for uneconomic expansion 
of service cannot be as satisfactorily 
met as under private ownership. The 
wheel which squeaks loudest will get the 
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grease. It is only natural that the po- 
litical objectives to, be satisfied will 
frequently outweigh the economic. To 
the extent that uneconomic service is 
rendered, the cost of transit to the com- 
munity is increased, whether the utility 
be publicly or privately owned. Unless 
revenues are increased from sources 
other than fares, there is no greater eco- 
nomic stimulus or opportunity to im- 
prove service under public ownership 
than there is under private ownership. . 


THE FINANCIAL ASPECT 


A survey of mass transit patrons in 
any city would probably develop the 
existence of a substantial amount of 
opinion in favor of lower fares, and the 
belief that lower fares would produce 
so much mere patronage that the busi- 
ness would be more prosperous. It is 
difficult enough to meet such questions 
realistically under private ownership 
and operation. To consider the results 
ensuing from the waging of political 
campaigns over an issue of fares is in- 
deed a poser. It is suspected that he 
who promised most would get the sup- 
port. If fares were regulated on the 


„basis of emotional rather than economic 


considerations, and thereby reduced to 
limits where revenues would not cover 
cost of service, the public, then being 
the owners, would make up the differ- 
ence elsewhere. This might not be so 
bad were it not for the habit of such 
things to become so submerged in a 
maze of other such things that the tax- 
payer has difficulty in finding out and 
thereby passing judgment on what his 
tax dollar is buying. When such finan- 
cial facts are unidentifiable, the ability 
to carry on economic practices is lost 
and the opportunities for intelligent 
management and planning are mate- 
rially restricted. Private management 
is constantly alert to the necessity of 
making ends meet. 

No informed person would contend 
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that public ownership would eliminate 
excessive profits in the mass transit in- 
dustry. Like the steam railroads, the 
transit industry has for a number of 
years had difficulty in making ends meet 
and paying any return to the owners. 
Practically without exception, mass 
transit is subject to public regulation. 
The owners of the enterprise are re- 
stricted to a fair return on the invest- 
ment used and useful in the public serv- 
ice. Money is required to create prop- 
erty, and this is true whether the prop- 
erty is publicly or privately owned. If 
publicly owned, a fair return on the 


capital required to create the property . 


must be paid just as when privately 
owned. If public credit is pledged for 
the monéy required to create property, 
a lower rate of interest iseusually ob- 
tainable than if the earnings of the 
enterprise alone are relied upon to sup- 
port the investment.. Therefore, if the 
public credit is pledged to secure money 
for such enterprises, a somewhat lower 
total cost of service, other things being 
equal, would result. It is submitted, 
however, that a realistic approach to the 
question does not permit of pledging 


public credit to such public enterprises.. 


If permitted, an easy avenue is opened 
for the shifting of the debt service cost 
thus incurred to the general taxpayer. 


MODERN EQUIPMENT 


The wide use of the private automo- 
bile and the policy of the automotive 
industry in changing models yearly have 
had the effect of making public transit 
vehicles suffer by comparison. All 
transit companies are putting forth ev- 
ery effort to modernize their equipment. 
It cannot be hoped, however, that mod- 
els can be changed economically on an 
annual basis, or even on a five-year 
basis. It is fairly certain that any 
transit company, whether publicly or 
privately owned, will have to operate 
equipment of varying ages. The pa- 
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tron, however, desires the most up-to- 
date vehicle, and he exerts a very real 
and proper pressure for modernization. 
The transit industry has made very 
important advances in improvement of 
its vehicles. The Presidents Conference 
Committée street car, which in the past 
two years has been placed in operation 
in nine American cities and in one Cana- 
dian city, is a radical metamorphosis in 
design and operating characteristics. It 
is the outgrowth of years of research 
into the vehicle performed by a group 
of engineers and scientists at a cost of 
more than $600,000. This expense was 
met by some fifty operating and manu- 
facturing companies. It is extremely 
unlikely that these same companies un- 
der public ownership could have’ de- 
veloped the co-operation and financial 
support required to carry out this ac- 
tivity. Of the twenty-eight operating 
companies which supported the activity, 
two are Canadian companies which are 
publicly owned. The three publicly 
owned and operated companies in the 
United States gave no financial support. 
The result of the research activity has 
been beneficial in that it has permitted 
rejuvenation of the street car so that 
that vehicle can be preserved in its use- 
fulness as a transportation tool. There 
is some thought that the street car is 
outmoded and will pass out; that buses, 
either electric or gasoline, will supplant 
them. Competent opinion both in and 
out of the industry is, however, that for 
larger cities the street car will remain 
the backbone of the public transporta- 
tion system. The P.C.C. car has been 
in production since the summer of 1936. 
Some 650 of the P.C.C. cars have been 
purchased and placed in operation in 
the United States, all in cities where the 
mass transit service is provided by com- 
panies privately owned and operated. 
Large numbers of gasoline and elec- 
trically driven buses have been pur- 
chased by publicly and privately owned 
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and operated transit systems. New 
buses and street cars can only be pur- 
chased, however, to the extent that the 
economics of the situation will justify. 
To do a wholesale job of modernization 
requires new money, which is\no more 
readily obtainable under public owner- 
ship than under private ownership, un- 
less in the former case public credit is 
pledged. This practice is not a fair 
criterion, as previously discussed. If 
modernization progresses in steps look- 
ing forward to annual renewals of plant 
and equipment on an orderly basis, the 
financial success of the enterprise will 
dictate the ability and extent of carry- 
ing through the policy, whether the 
business be publicly or privately owned. 
It is submitted, therefore, that pro- 
vided the enterprise is regarded realisti- 
cally, and other things being equal, 
there is no greater hope for improve- 
ment of the transportation tools through 
public ownership and operation than 
through private ownership and opera- 
tion. 


THE QUESTION OF MANAGEMENT 


The controlling element of any enter- 
prise is management. ‘The real merits 
of private versus public ownership will 
depend in the last analysis on whether 
the enterprise will be better managed 
under one policy or system, or the other. 

Management of an enterprise in- 
volves working out intelligently and 
fairly the interests of patrons or cus- 
tomers, employees, and owners. Man- 
agement is constantly confronted with 
problems requiring adjustments be- 
tween these interests: the customers 
want more value or more service, or 
lower prices, or both; the employees 
want better wages and working condi- 
tions; the owners want a better return 
on their investment. If management 
fails to keep the various elements in 
reasonable balance, the success and use- 
fulness of the enterprise is endangered. 
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Management is a specialized function 
and in itself is functionalized. It relies 
heavily onl knowledge, experience, and 
competence in the business which it 
oversees. Knowledge, experience, and 
competence grow up in the organiza-, 
tion because of fairly continuous poli- 
cies and because the personnel employed 


looks directly for its reward to.the suc- 


cess of the enterprise. The reward of 
individuals in private enterprise is di- 
rect and is-not dependent on ability to . 
produce along other lines not related to 
the bysiness on which they should rely 
for a living. When private manage- 
ment employs individuals it looks to 
their fitness to do the job and to the 
prospect of their becoming increasingly 
useful. Employees are trained by ex- 
perience and special training, and poli- 
cies are developed in these respects and 
consistently followed. The inevitable 
political changes to which public op- 
eration would be subject preclude the 
following of consistent personnel poli- 
cies. y 

An important function of manage- 
ment lies in the conduct of relations 
with employees. Although generally, 
and particularly in times of prosperity, 
the relations are amicable and un- 
marked by serious disagreement, there 
are times when disputes arise upon 
which the two sides cannot reach agree- 
ment. When such occasions arise in 
public utilities and the situation ap- 
proaches a crisis, there is generally pub- 
lic intervention. If the business were 
publicly owned and public representa- 
tives intervened, they, for all practical 
purposes, would be doing so as the 
owner. It would be just as rational for 
the owner in private business to inter- 
vene in an endeavor to seek a middle 
ground of agreement. No one who bas 


` given thought to labor relations would 


suggest that management should not be 
implemented so as to keep labor de- 
mands within reason and within the 


116 

financial capacity.of the enterprise to 
support. One can,.be sympathetic with 
‘ the aims of labor groups and yet realize 
that demands can and will become ex- 
cessive if the- satisfaction of the de- 
mands is not related to the economic 
capacity of the enterprise in which the 
labor is employed. 


REGULATION AND MANAGEMENT 


-In the case of public utilities the ac- 
. tivities of management come under the 
scrutiny of regulatory bodies in order 
that their acts and performance may 
be supervised insofar as they affect the 
public interest. There is no exact line 
of demarcation between regulation and 
management. Regulation is generally 
accepted as a function, and it requires 
great care to keep the functions of man- 
agement and regulation out of conflict. 
It must be admitted that there are in- 
stances when regulatory bodies have 
made decisions of management. 

A case in point is the order of the 
Interstate Commerce Commission, effec- 
tive June 1, 1936, whereby passenger 
railroad rates were reduced, not because 
the railroad owners were receiving an 
excessive return, but because it was the 
judgment of the regulatory group that 
revenues and net results would thereby 
be improved, against the judgment of 
a majority of the railroad managements. 
Consider the situation if the railroads 
were publicly owned. It is a fact that 
the net earnings of railroads were not 
bettered by the change. The managers 
exerted pressure to raise rates. Under 
public ownership there would be no ef- 
fective pressures exerted to find that 
level of rates which would produce max- 
imum usefulness consistent with a prof- 
itable conduct of the business. In other 
words, under a system of public owner- 

` ship the public loses the benefit of that 
play of forces which will produce rea- 
sonably sound economic solutions. 

I am of the opinion that politics rep- 
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resents a broad function in society and 
that management represents a function 
in industry, and that if the two are 
mixed a conflict and confusion of func- 
tion results which should be avoided if 
the best results are to be obtained. 


INFLUENCE OF POLITICS 


It is not sufficient to say that public 
ownership and operation of mass transit 
service can be so arranged as to remove 
it from the influence of politics. As a 
practical matter, it cannot be a func- 
tion of government without becoming 
involved in the fortunes of political 
groups. This is not intended as a criti- 
cism of politics or politicians; on the 
contrary, it is, I believe, only a recogni- 
tion and acceptance of things as they 
are, and of the ways in which people 
act. 

Proponents of public ownership of 
enterprises charged with the public in- 
terest can extend their arguments to 
almost any form of organized business 
which serves people, always promising 
to incorporate that ideal of eliminating 
political control. The extent of the 
field of rationalization is unlimited. If 
the present defenders of private man- 
agement and ownership of so-called 
public utilities succumb to the assault, 
the pressure will be merely extended -to 
other industries not now alleged to be 
public utilities. The motives of the 
proponents can be lofty. In fact, most 
reformers admit having lofty motives. 
What society generally is interested in, 
however, is consequences or results. 
History, and not too ancient history, 
has certainly demonstrated the lack of 
promised results flowing from acts con- 
ceived of high motives. Beneficial re- 
sults are not necessarily achieved by 
nobility of purpose. 

On April 28, 1935, after lie had ob- 
tained the first of two unrestricted bil- 
lions with which to launch the Works 
Progress Administration, the President 

e 


of the United States, in one of his Fire- 
side Chats, earnestly asked good citi- 
zens everywhere to help keep W-P.A. 
honest and efficient. Among other 
things, he said: 


I therefore hope you will watch the work 
in every corner of this nation. Feel free to 
criticize. Tell me of instances where im- 
proper practices prevail. Neither you nor 
I want criticism conceived in a purely 
fault-finding or partisan spirit, but I am 


jealous of the right of every citizen to call: 


to the attention of his Government ex- 
amples of how the public money can be 
more effectively spent. 


Mr. Lawrence Sullivan, in the No- 
vember issue of the Atlantic Monthly, 
asserts that “the relief rolls expand 
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sharply during election campaigns, and 
decline -uniformly. during corresponding 
months of non-election years.” If hu- 
man relief becomes bogged down in 
politics, in spite of the expressed desire 
of major political leaders to prevent 
such developments, what can be ex- 
pected of ordinary activities, such as 
transportation service, if they become 
subject to the same influences? 


It is not contended that private own- 
ership, and operation are ideal. It is 
contended: that private ownership per- 
mits of better economic adjustments, 
upon which the success of any enter- 
prise rests, than does public ownership. 


Thomas Fitzgerald, A.B., has been *engaged as a 
street railway executive since 1900, and at present is 
general manager and trustee of the Pittsburgh Rail- 
ways and Motor Coach systems. 

C. D. Palmer, C.E., has served as engineer with the 
Pennsylvania Railroad Company and the Alabama 
Power Company, and at the present time is com- 
mercial manager of the Pittsburgh Railways and Mo- 


tor Coach systems. 


The London Passenger Transport Board—A Public 
` Transportation Trust 


By G. Lroyp WILSON 


T IS possible that the problems of the 
ownership and operation of public 
utilities may not be solved either by 
outright private or public ownership and 
operation, but by a blending of the two, 
through a form of public trust ownership 
and operation. A public trust may be 
defined as a type of organization, opera- 
tion, management, and control of facili- 
' ‘ties used in public service, in which the 
physical properties are organized and 
managed -by governmental authority 
constituted as separate integral operat- 
ing and managerial units, and the own- 
ership of the properties in the form of 
» securities is vested in private indi- 
viduals. The public trust or joint pub- 
lic-private enterprise combines public 
and private participation subject to gov- 
ernmental control. 

Many public trusts and so-called 
“mixed enterprises” have been set up in 
various parts of the world. One of the 
most interesting and significant is the 
London Passenger Transport Board, or- 
ganized in 1933. f 


BACKGROUND OF THE BOARD 


The organization of this enterprise 
was the result of several factors. The 
first was the entry of numerous motor 
bus companies into the area as competi- 
tors to what was at the time one of the 
largest motor bus companies in the 
world, The London General Omnibus 
Company. For months the independent 
and combine buses engaged in unre- 
stricted and devastating competition, 
destructive alike to the small and large 
operators. 

A second contributing factor was the 
effect of the London transport workers’ 
strike of 1924, At the time of this 


strike, the Minister of Transport ap- 
pointed a court of inquiry to investigate 
the causes of the stoppage of tramway 
and bus service and to make recom- 
mendations to the Government. This 
court of inquiry found that the critical 
condition of the tramways had been ag- 
gravated by the absence of any co- 
ordinating control and the competition 
of buses. In its report the court stated, 
in part: Zo 


In our view, no satisfactory and abiding 
solution of the difficulties of the tramway 
undertakings can be reached unless the 
tramway industry is considered in relation 
to the wider problem of passenger trans- 
port in London. We are also of the opin- 
ion that the best interests of the public 
would be served if the passenger transport’ 
were so regulated that instead of being 
competitive they were complimentary, . . 
and..., that without some co-ordinating 
control of traffic within the [London] Met- 
ropolitan Area, there is little, if any, pros- 
pect of improvement in the condition of 
the industry. i 


Lord Ashfield, who was then Chair- 
man of the London General Omnibus 
Company and also Chairman of the 
London Underground Railways, stated 
in testifying before the court of inquiry 
that “a unified system of passenger 
transport could be effected only if pow- 
ers were given to a public authority to 
exercise control over all passenger traf- 
fic in the Metropolitan “Area.” 

As a result of the findings of the court 
of inquiry, the London Traffic Act of 
1924 was passed by Parliament. This 
Act established a London and Home 


1 Report of the Court of Inquiry Concern- 
ing the Stoppage of London Tramway and 
Omnibus Service, London, 1924, 
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Counties Advisory Committee on Traf- 
fic to regulate and control traffic in and 
near London. 

This Advisory Committee was re- 
organized by the London Passenger 
Transport Act of 1933 to consist of 
forty members appointed by various lo- 
cal governmental bodies and organiza- 
tions of employees and of management. 

A third factor to which the plan may 
be traced was the increasingly pressing 
problem of vehicular traffic congestion, 
particularly in the congested districts 
of London. 

A fourth contributing factor was the 
business depression, which adversely af- 
fected the revenues of the passenger car- 
riers and made it impossible for them to 
meet the claims of the transport workers 
for higher wages, which partially caused 
the strike of 1924. The excessive com- 
petition following the establishment of 
numerous independent motor bus lines, 
and the shrinkage of revenues due to 
business recession, prompted Lord Ash- 
field to champion a bill in Parliament 
to co-ordinate the London underground 
railways, tramways, buses, and inter- 
urban railways, but this bill was op- 
posed by the Labor government then 
in power in Parliament, and for several 
years the two factions fought. 

On April 13, 1933 the London Pas- 
senger Transport Act was enacted in 
Parliament, to become effective July 1 
of the same year. This Act created the 
London Passenger Transport Board, 
which on July 1, 1933 took over all the 
transportation facilities, except taxicabs, 
in London and its metropolitan en- 
virons. Urban and suburban trans- 
portation companies, including subway 
or underground railways, tramways or 
streetcar companies, electric railways, 
and motor bus companies, were ab- 
sorbed into a single transportation com- 
bine in order to co-ordinate and inte- 
grate more closely the various forms of 

mass public transportation in the 1,986 
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square miles of metropolitan London in 
which these facilities serve approxi- 
mately 10,000,000 persons. 


COMPOSITION OF THE BOARD 


The Board created by the London 
Passenger Transport Act consists of a 
chairman and six other members ap- 
pointed by a body of Appointing Trus- 
tees, consisting of the Chairman of the 
London County Council, a representa- 
tive of the London and Home Counties 
Advisory Committee, the Chairman of 
the Committee of London Clearing 
Bankers, the President of the Law Soci- 
ety, and the President of the Institute 
of Chartered Accountants. The mem- 
bers of the Board are required by the 
Act to be persons of wide experience and 
capacity in? transportation, commerce, 
finance, or public affairs. 


Co-ORDINATION OF PROPERTIES 


All of the former independent and un- 
related transportation enterprises were 
transferred to the Board and are now 
administered as a single entity. The 
broad duties of the Board are to pro- 
vide adequate and co-ordinated pas- 
senger transport services in the entire 
London Passenger Transport Area with- 
out wasteful services or destructive 
competition. 

The passenger fares are fixed so as to 
produce sufficient revenues to meet op- 
erating expenses, and to provide for de- 
preciation and for a return upon capital, 
as provided in the Act. Complaints 
with respect to fares and charges may 
be made before the Railway Rates Tri- 
bunal, a special transportation regu- 
latory body that has jurisdiction over 
railways and other forms of transport 
in Great Britain. 

The London Passenger Transporta- 
tion Board is not permitted to manu- 
facture vehicles or rolling stock directly 
or apply its funds for such purposes. 
Existing contracts between the com- 
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panies absorbed into the L.P.T.B. and 
equipment manufacturing companies 
were not taken over by the Board, but 
the latter is authorized to make its own 
contracts with these companies. 

No member of the Board is permitted 
to own- any securities of any transport 
company in the London Metropolitan 
Area. The compensation of the mem- 
bers of the Board is fixed by the Min- 
ister of Transport. 

The London Passenger Transport 
Tribunal was created by the Act to con- 
sider objections and complaints with re- 
spect to the agreements between the 


Board and the companies taken over, 


and also to have jurisdiction over labor 
matters. The Tribunal consists of three 
commissioners appointed by the Lord 
Chancellor. One of the commissioners, 
the chairman, is required by the Act to 
have legal experience, and another mem- 
ber must have financial training. Their 
compensation is fixed by the Minister 
of Transport. The awards of the Tri- 
bunal are binding, but awards in special 
cases may be stated subject to adjudi- 
cation by a court of appeals, the deci- 
sion of which is final. 

A Standing Joint Committee of eight 
members, four appointed by the 
L.P.T.B. and one each by the railways, 
is established to secure co-ordination 
with the suburban passenger services of 
the four amalgamated British railways: 
the London, Midland and Scottish Rail- 
way; the London and North Eastern 
Railway; the Great Western Railway; 
and the Southern Railway. The Joint 
Committee has drawn up a pooling 
scheme to apply to all passenger trans- 
portation receipts of the Board com- 
panies and to each of the four railways. 
The proportion of the pooled receipts of 
each company is based upon the results 
of a standard year. The Joint Commit- 
tee fixes the amount of operating allow- 
ances to be made to the parties to the 
pooling arrangement from time to time, 
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in accordance with cost formula. Com- 
plaints or disputes with reference to the 
plan are submitted first to the Joint 
Committee, and, failing settlement by 
that Committee, they are referred to the 
Railway Rates Tribunal. 


FINANCIAL ARRANGEMENTS 


Securities in the form of’ London 
Transport Stock were issued by the 
London Passenger Transport Board in 
exchange for the properties transferred 
to the Board. Several classes of stock 
were issued in exchange for the securi- 
ties (stock and share capital) of the 
consolidated companies graded accord- 
ing to the type of property. The A 
stock of the Board was issued in ex- 
change for certain priority. issues of the 
absorbed company. This type of stock 
bears interest at the rate of either 5 or- 
4.5 per cent. The B stock issued for 
similar exchange securities pays 5 per 
cent interest. The C stock was issued 
in exchange for certain underground 
railway stocks and certain other desig- 
nated securities. Class A and Class B 
stocks of the Board are trustee securi- 
ties—that is, lawful investments for 
trust funds—but Class C stock is not.” 

The Minister of Transport, subject to 
the approval of the Treasury, regulates 
the issuance, transfer, and redemption 
of stock. The Board is authorized in 
special cases to pay cash for properties 
acquired. 


WAGE AND WORKING CONDITIONS 


The Act creates three organizations 
to deal with problems of wages and 
working conditions affecting employees 
of the co-ordinated enterprises. A Joint 
Committee, consisting of six representa- 
tives of the London Passenger Trans- 
port Board and two representatives of 
each railway trade union, is charged 
with the duty of formulating plans for 

2 Universal Directory of Railway Officials 
and Railway Year Book, 1933-34, p. 35. 
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‘the establishment of councils to repre- 
sent the L.P.T.B. and its employees. 
Negotiations between the employer 
_ Board and its employees are conducted 
by the Negotiating Committee, which 
consists of six representatives of the 
L.P.T.B., six employee representatives 


—two representatives each of the Rail-. 


way Clerks’ Association, the National 
Union of Railwaymen, and the Asso- 
ciative Society of Locomotive Engineers 
and Firemen. 

The wage adjustments are made by a 
Wages Board composed of a chairman 
nominated by the Minister of Labor, 
six representatives of the London Pas- 
senger Transport Board, six representa- 
tives of employees of the consolidated 
companies, and four representatives ap- 
pointed by the General Council of 
Trades Unions who represent respec- 
tively each of the following organiza- 
tions: the Congress, the Co-operative 
Union, the Association of the British 
Chambers of Commerce, and the Na- 
tional Federation of Employers Or- 
ganizations. An arbitrator, appointed 
by the Lord Chancellor, is charged with 
the responsibility of determining ques- 
tions of the transfer of employees from 
one employment to another, subject to 
the provision of the Act that no em- 
ployee may be transferred to a condi- 
tion of employment worse in compensa- 
tion or position to that which he for- 
merly enjoyed. The Board may abolish 
any office or position, but only upon 
payment of compensation for the pecu- 
niary loss suffered. The burden of 
proof to defend the abolition of offices 
or positions rested by law upon the 
London Passenger Transport Board un- 
til June 30, 1938. 

Insurance arrangements protecting 
employees with respect to employment, 
, retirement, accident, and health, and the 
labor protective provisions, provided in 
the Railways Act of 1921 were contin- 
ued by the Act of 1933. 
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RESULTS OF CO-ORDINATION 


Five years have elapsed since the 
establishment of the London Passenger 
Transport Board. In this period of 
economic stress the former operating 
properties have been amalgamated and 
£22,059,390 have been expended in 
additions and improvements in the 
properties. Extensions have been made 
to provide more adequate transporta- 
tion service for the increasing popula- 


‘tion of the London Metropolitan Area, 


particularly in the northern and eastern 
sections. The increase in population in 
these sections has been due to the shift- 
ing of population from the inner to the 
outer sections of the Area and to migra- 
tion from the provinces. This shifting 
of populatian has caused an increase in 
the distance passengers must be trans- 
ported, and has been accompanied by a 
slow increase in the average receipts per 
passenger journey, without change in 
the general fare basis. 

It should be noted that zone fares are 
used upon many of the Board’s routes, 
and that, under the scheme of pooling 
receipts with the suburban services of 
the main-line railways, the Board shares 
with the railways in the increased pas- 
senger revenues. Passenger journeys in 
1934 aggregated 3,396,000,118, and in 
1938 the total was 3,723,655,768—an 
increase of 9.6 per cent. The Board’s 
passenger receipts in the same period 
have increased 13.3 per cent, from £27,- 
151,277 in 1934 to £30,758,440 in 1938. 
There has been a 10.2 per cent increase 
in passenger car miles of operation in 
the same period, from 514,444,269 in 
1934 to 567,029,870 in 1938. The car 
miles operated per capita of population 
have increased 3 per cent, and the num- 
ber of rides per capita has increased 
from 432 in 1934 to 441 in 1938.. The 
average rate of fare has increased from 
2.305d. in 1934 to 2.341d. in 1938, an 
increase of .036 per cent. 
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The work of welding together the 
hitherto unrelated and unco-ordinated 
transportation agencies involved the re- 
construction and improvement of the 
properties, the standardization of equip- 
ment, and the integration of personnel. 
Seventeen miles of new railway, 2,975 
new motor buses, 98-miles of trolley bus 
routes, and 966 new trolley-buses have 
been added to the system, and 136 miles 
of tram route have been abandoned. 
Repair depots, stations, and other facili- 
ties have been consolidated and reno- 
vated, and superfluous facilities have 
been abandoned. The work of Consoli- 
dation has been particularly noteworthy 
in the country areas served by the 
Board. .Prior to the amalgamation, 66 
independent bus operators served 246 
routes. ‘These services haye been re- 
vised and duplicating routes eliminated. 
The number of bus miles of service ren- 
dered per year has been increased, 
despite the elimination of duplication, 
thus improving the service. The substi- 
tution of trolley bus routes for tram 
routes has also been accompanied by an 
increase in the standard of service ren- 
dered, both with respect to the quality 
of the equipment and the frequency of 
the service. 

Adverse factors encountered have 
been the bus strike in 1936, the effects 
of which were felt long after the strike 
was settled. Passengers had been 
forced by the strike to use other forms 
of transportation or had become ac- 
customed to walking or to using bi- 
cycles. Once these new habits have 
been formed, it is difficult to attract the 
passengers back to the means of trans- 
port formerly used. 

The costs of operation ‘in the period 
1934-38 have risen through the restora- 
tion of all salary and wage reductions 
of employees which had been instituted 
in 1932 as a depression measure. In 
addition, vacations with pay have been 
inaugurated to raise the standard of 
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working conditions. The increase in 
wages and salaries has amounted to 16.1 
per cent. Another- item of added ex- 
pense has been the increase of 9.8 per | 
cent in the number of employees. Con- 
tributions by the Board to emplovees’ 
superannuation and benevolent funds, 
pensions, retirement grants, and na- 
tional insurance have increased by 27 
per cent. The average increase in earn- 
ing of the employees upon a weekly 
wage basis has amounted to 6.8 per 
cent, and the total wage and other pay- 
ment have increased the labor cosis of 
the Board by 16.5 per cent. In 1938 
the total staff wage and salary pay- 
ments aggregated £2,468,364, or 53.4 
per cent of gross revenue. 

The rise in the general level of prices 
in the period 1934 to 1938 has caused 
increases of 28 per cent in electric cur- 
rent and fuel and oil, and various in- 
creases in iron, steel, copper, clothing, 
and other supplies purchased by the 
Board. 

The increase in tax rates, motor ve- 
hicle licensing fees, taxes on gasoline, 
and other taxes, excluding income taxes, 
in the period of the Board’s existence 
has amounted to 11.1 per cent. In 1938 
total working or operating expenses 
including wages and. miscellaneous 
charges consumed 76.4 per cent of gross 
revenue. 

It is of interest to note that in the 
fiscal year 1937-38 nearly 3.75 billion 
passengers were transported, an average 
of over 10,000,000 passenger journeys 
per day throughout the year. 

The nominal amount of London 
Transport stock issued and outstanding 
as of June 30, 1938 included nearly 
£112,000,000 of securities. 

During the five-year period full in- 
terest charges have been paid upon the 
A and B stocks, and an average of 3.95 
per cent has been paid annually on the 
Class C stock—a remarkable achieve- 
ment in view of the circumstances sur- 
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rounding the operation and the transi- 
tion nature of the first five-year period. 
In the fiscal year ending June 30, 1938 
the net revenue available for stock and 
other capital charges amounted to 
£5,265,034. This was a 6.2 per cent 
increase as compared with the amount 
available in 1934. In 1938 the net rev- 
enue available for distribution was 16.2 
per cent of gross revenue. The amount 
paid in 1938 on the Board’s stocks as a 
whole was 4.56 per cent. The amount 
paid in 1938 on the Board’s C stock was 
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4 per cent, which amounted to 3.2 per 
cent of gross revenue. 

The London Pagsenger Transport 
Board is an innovation in public utility 
management. It provides a four-party 
working partnership among the public, 
investors, management, and govern- 
ment. The operations of this plan are 
of interest and significance to econo- 
mists, business men, and public offi- 
cials, as a significant experiment in 
public utility ownership, operation, and 
control. 
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Problems of the Railroads 


HE problems of our American rail- 
roads ate the problems of self- 
supporting, tax-paying business. 
Railroads must produce a service 
which they can sell in sufficient volume 
and at a sufficient price to bring in 
enough income to meet their pay rolls, 
to keep up their plant and equipment, 
to satisfy the tax collector, to pay the 
interest on their debts, to put aside 
adequate reserves for improvements and 
emergencies, and, finally, to pay a rea- 
sonable profit to their owners. 


A Common BUSINESS PROBLEM > 


Because. railroads are common car- 
riers, impressed with a public interest; 
because they have been for so long sub- 
ject to an increasing degree of govern- 
mental attention and regulation; be- 
cause of the very size and apparent 
complexity of their operations, there has 
been a disposition to overlook this basic 
fact about railroads: The railroads of 
the United States, privately owned and 
operated, are at bottom a business—a 
` highly competitive business—and sub- 
ject to the same basic tests of commer- 
cial solvency and self-support that ap- 
ply to other lines of business. 

The proprietor of a corner grocery 
store and the management of a trunk 
line railroad must meet the same funda- 
mental business problem. Income must 
cover outgo. The problem is the same, 
but the conditions under which it must 
be solved are widely different. Most 
significant difference, perhaps, is the 
fact that the railroad cannot readily dis- 
continue an unremunerative service or 
throw out a losing line, as the grocery- 
man may do, and that ordinarily the 
railroad will not stop operating just þe- 
cause it is unable to meet all its financial 
obligations. Should the grocery be un- 
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able to balance its revenues and ex- 
penses, there is quite likely to be one 
less store in operation. Should the rail- 
road suffer the same inability, it is quite 
likely that the line will continue to op- 
erate and that there will be one more 
railroad receivership. 

When railroad receiverships become 
too numerous, we begin to hear the sug- 


gestion of government ownership and 


operation’ of railroads as a “solution” 
of the “railroad problem.” That, un- 
happily, is the state of affairs of the 
railroad business in the United States 
just now. Nearly one-third of the mile- 
age is in receivership or trusteeship, for 
the benefit of creditors who have not re- 
ceived the interest-or principal due 
them. Other railroads are verging on 
bankruptcy. The industry as a whole 
failed to meet its charges during the 
year 1938. There is talk, consequently, 
of the “railroad problem,” its causes 
and its remedies—including the ‘“rem- 
edy” of government ownership and op- 
eration. 

The “railroad problem,” so-called, is 
not merely a problem of and for rail- 
roads. It is a business problem of the 
sort which applies, in greater or less de- 
gree, to every sort of business, and 
particularly to every form of trans- 
portation. If its solution requires gov- 
ernment ownership and operation, then 
we face incalculable consequences, for’ 
the same causes that would lead to 
government ownership of railroads 
would lead, with like force, to govern- 
ment ownership of other forms of trans- 
portation and, finally, to government 
ownership and operation of business in 
general. 

But is government ownership and op- 
eration in, any sense a remedy for the 
business problems of railroads? First, 
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PROBLEMS OF THE RAILROADS 


what are those problems? And what 
are they not? 


Tue NEGATIVE SIDE 


Railroad problems are not problems 
of service. In spite of depression diffi- 
culties, railroad, service today is better, 
as a whole, than it ever was previously. 
Freight service is more than 50 per cent 
faster, on the average, than it was in 
1920, and is incomparably more ade- 
quate and dependable. Improvements 
in passenger service, such as air-condi- 
tioning and the new types of trains, 
have excited wide public acclaim. And 
these improvements are but typical. 

Railroad problems are not problems 
of excessive or increasing rates. In 
1921, with wages lower than they are 
today, the average revenue for hauling 
a ton of freight one mile was 1.275 
cents. ‘Today the average revenue is 
about one cent. Contrast that with the 
average ton-mile revenue of any other 
form of transport in this country offer- 
ing a general, all-season transportation 
service, or contrast it with the ton-mile 
revenues of railroads in foreign coun- 
tries, and you will see that American 
rail rates are not excessive. 

Railroad problems are not problems 
of efficiency. By any measuring stick, 
the efficiency and economy ‘of operation 
of American railroads has increased in 
remarkable degree since the period of 
the World War and since the beginning 
of the depression. Take just one such 
measurement, the output of transporta- 
-tion of the average freight train for 
each hour it is on the road, a unit 
of measurement which reflects both 
changes in the loading and the speed 
of trains. In 1921 the average output 
of transportation for each freight train 
hour was 7,506 net ton-miles; in 1937 
it was 12,695 net ton-miles. By what 
means that was accomplished, and how 
the railroads have improved their op- 
erating methods and their maintenance 
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practices in the shop and on the track, 
lies outside the scope of this discussion. 

Railroad problems’ are not problems 
of safety. Leaders in the movement for 
industrial safety for twenty-five years, 
the railroads have cut their rate of 
casualties of all sorts to only about one- 
fourth what it was in 1913. So far in 
1938, in spite of two or three tragic and 
conspicuous passenger train wrecks, due 
to causes entirely beyond control of the 
railroads, they have established the best 
all-round safety record they have ever 
made. 

Raifroad problems are not due to an 
excessive or increasing ratio of capi- 
talization. There was a time, twenty- 


‘five years ago, when that could not have 


been said with such entire confidence in 
its correctness. In that day as in this, 
there was the cry of “watered stock,” 
but with the difference that there was 
then no way of knowing whether or not 
railroad capitalization as a whole was 
more or less than the investment in, or 
the value of, carrier properties. As a 
result of the valuation work done by the 
Interstate Commerce Commission under 
an Act of Congress passed in 1913, ata 
total cost to date of more than two hun- 
dred million dollars, we know now that 
the total of railroad stocks, bonds, and 
certificates outstanding in the hands of 
the public is substantially less than the 
recorded investment in the properties; 
is substantially less than the cost of 
reproduction of those properties, even 
with liberal deductions for depreciation; 
and is substantially less than any value 
ever placed upon them for any purpose 
by the Interstate Commerce Commis- 
sion. 

Moreover, we ‘know that the capi- 
talization of railroads today is less in 
proportion to investment than it was in 
the days of railroad prosperity, before 
the World War. In 1910, for example, 
outstanding security issues of all sorts 
in the hands of the public totaled $987 
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for each $1,000 invested in the prop- 
erty. In 1937 they totaled only $715 
per $1,000. s 

So much for total capitalization. The 
decrease in the ratio of railroad debt to 
railroad investment has been even 
greater. In 1910 outstanding debt was 
$606 for each $1,000 of investment. In 
1937 it was only $439 per $1,000. ` 


INcoME AND OutTGO 


But railroad problems are financial, 
even though they are not due to financ- 
ing. The real problem is the simple one 
of income and outgo, the constantty nar- 
rowing spread between revenues and 
expenses. l 


The railroads of the United States 


handled about the same amount of 
freight business in 1916 as they handled 
in 1937. In 1916 the average hourly 
earnings of railroad employees were 28 
cents. In 1937 the average was more 
than 70 cents an hour—two and one- 
half times as much. In 1916 taxes took 
44⁄4 cents out of each dollar of railroad 
revenue. In 1937 taxes took nearly 8 
cents out of each dollar—practically 
double. 

The average revenue for hauling a 
ton of freight one mile in 1916 was 
0.707 cents. In 1937 it was 0.935 cents 
—32 per cent more. The average reve- 
nue for carrying a passenger a mile in 
1916 was 2.042 cents. In 1937 it was 
1.794 cents—12 per cent less. 

The average return on investment in 


railroad property in 1916 was 5.9 per. 


cent. Never since 1917 has the return 
on investment been as much as 5 per 
cent, and in 1937 it was only 2.26 per 
cent-—less than half what it was in 
1916. 

Fixed charges in 1916 took 16.8 cents 
out of each dollar of railroad revenue. 
In 1937 they took 15.4 cents out of 
each dollar—8 per cent less. 

There, in that brief contrast between 
1916, the best of the prewar years for 
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the railroads, and 1937, the best year 
of the depression period, is the story of 
the “railroad problem.” 

The rate of return on investment in 
1937, it will be noted, was less than half 
the rate of return in 1916. This was 
not due to an increasing burden of fixed 
charges, because the ratio of fixed 
charges to revenues was actually less in 
1937 than in the earlier year. It was 
due to the fact that wage levels and 
taxes more than doubled, while average 
freight revenues increased only about 
one-third, average passenger revenues 
declined, and the volume of freight busi- 
ness was practically the same. 

Let me repeat that the railroads face 
the business problem of securing enough 
tonnage, at sufficiently remunerative 
rates, to meet their operating expenses, 
taxes, rents, interest, and other fixed 
charges, and have something left over 
for necessary improvements and for 
some return to their owners. 


PUBLIC TRANSPORTATION PoLicy 


The problem is made the more diffi- 
cult of solution because railroads must 
live at present under one sort of public 
transportation policy, while almost all 
other forms of transport live and work 
under a diametrically different sort of 
public policy. 

To the user of railroads, our public 
policy says, in effect, that he shall, in 
the rate he pays, meet all the costs of 
the transportation which he uses—not 
merely the cost of moving the train but 
also the cost of providing and maintain- 
ing the ways upon which the train 
moves—and in addition shall pay upon 
both way and equipment, true taxes 
which go to the general support of the 
public welfare, not to the cost of keep- 
ing up tracks. 

To the user of most other forms of 
transportation, our public policy says, 
in effect, that he shall pay little if any- 
thing more than the cost of moving the 
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vehicle. The way upon which the ve- 
hicle is.to move—the waterway, the 
highway, the airway—is built, im- 
proved, maintained, and operated at the 
general expense, in many cases without 
even an attempt to recover the cost 
from the user, in other cases with some 
more or less adequate attempt to do so. 

The triple effect of this policy so 
fundamentally different from that ap- 
plied to the self-supporting, tax-paying 
railroads is to divert to these other 
forms of transportation much business 
which could well be handled on the rail- 
roads at lower real cost, to depress the 
rate levels on much business which re- 
mains to the railroads, and to increase 
the necessary unit cost of handling a 
smaller volume of business. 

There, in the realm of public policy, 
is the source of the problems of the 
railroads. 


EFFECTS OF GOVERNMENT OWNERSHIP 


To what extent, if any, would these 
problems be relieved by government 
ownership and operation of railroads? 

No matter who runs the railroads, 
these difficulties will continue if the con- 
ditions which cause them continue. 
Transferring costs from the user of a 
service to the taxpayer does not neces- 
sarily decrease the cost. It simply con- 
ceals it. 

It is sometimes said that the greater 
financial strength and stronger credit of 
the Government would enable it to re- 
duce the interest rates paid on rail se- 
curities, and so reduce the burden of 
fixed charges. Present railroad bonds 
bear interest at an averate rate of about 
4.5 per cent, while the average of Gov- 
ernment bond interest rates is about 2.5 
per cent. If the Government could take 
over the railroad obligation at the pres- 
ent average rate of its long-term obliga- 
tions, the reduction in fixed charges 
would be a substantial sum, it is true, 
but of no large consequence in consider- 
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ing the railroad problem as a whole. 
Besides, who would guarantee that to 
its present obligatiéns of some forty 
billions of dollars the Government could 
add another issue of some twenty bil- 
lions without increasing the rate of in- 
terest which must be paid? 

There is a belief in some quarters, 
also, that by unifying operations, abol- 
ishing competition, and the like, the 
Government could save money in the 
running of the railroads. The per- 
sistence of such a belief is a prize ex- 
ample of the triumph of hope over 


‘experfence. 


The United States Government en- 
gages in one unified transportation op- 
eration on a national scale—the Post 
Office Department. It is a good service, 
and well ryn; but if the operating ratio 
of the American railroads—that is, the 
ratio of actual operating expense to rev- 
enues, leaving out any question of taxes, 
property investment, or return on capi- 
tal—were as high as the operating ratio 
of the Post Office, railroad costs would 
be approximately one and one-half 
times what they are now. Such an in- 
crease in operating ratio would add 
more than fifteen hundred million dol- 
lars to the annual transportation bill 
of the country. 

Government ownership and operation 
of railroads might, perchance, effect 
some saving in fixed charges. Almost 
certainly, it would result in a large in- 
crease in operating expenses—which are 
roughly about five times as much as 
fixed charges. 

One of the problems of the railroads, 
that of taxation, could be “solved” by 
government ownership and operation. 
The Government could decline to pay 
taxes, if it chose to do so, or it could go 
through the motion of shifting funds 
from one of the taxpayer’s pockets to 
another. The result would be about the 
same in either case—an actual loss of 
public revenue to be made up by an 
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increase in taxes on other forms of 
property and enterprise. We have al- 
ready seen billions of dollars of the 
national wealth withdrawn from the 
tax-base through investment in publicly 
owned transportation facilities in this 
country. .To add the railroads to the 
list would simply increase the burden. 
There is nothing in the comparative 
record of cost of service as between 
privately operated and government- 
operated railroads to lead the American 


people to prefer the latter. Government 
ownership and operation in this country 
could come about only if our privately 
operated railroads could no longer meet 
the problems of self-supporting, tax- 
paying business. If that should come to 
pass, we might see government owner- 
ship and operation, not as a solution of 
the problem but as an evasion of it, 
only for so long a time as Government 
could dodge the problem of balancing 
the books. 


John J. Pelley’has been president of ihe Association 
of American Railrodds, Washington, D. C., since 1934. 
He started his railroad career as a station clerk on the 
Illinois Central Railroad in 1899, and rose in the serv- 
ice to the position of general superintendent. From 
1920 to 1923 he was district manager of the American 
Railway Assocjation. In 1923 he returned to the Ili- 
nois Central Railroad as general manager, later be- 
coming vice-president in charge of operations. He 
was president of the Central of Georgia Railroad and 
Ocean Steamship Company of Savannah from 1926 to 
1929, and of the New York, New Haven and Hartford 
Railroad from 1929 to 1934. 
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The Case for Private Enterprise in Railroads in the 
United States oie 4 


By Lewis C. SORRELL 


T the outset, some necessary lim- 
itations of viewpoint and approach 
must be indulged for the sake of clarity. 
The term “private enterprise in rail- 
roads” means that system of economic 
_ organization under which private capi- 
talists contribute the necessary capital 
and assume responsibility for the re- 
sults of the undertaking. Through the 
authority conceded to ownership—an 
authority which today is challenged and 
seriously restricted—such owners have 
the right to choose or approve the choice 
of those who actually manage the prop- 
erties, to approve or disapprove their 
policies and actions, and, as ultimate 
risk-holders, to act in general as under- 
writers of the venture. At all times such 
private property rights are subject to 
government control, and in the case of 
the railroads that government inter- 
vention has proceeded so far that it 
virtually amounts to participation in 
management without ownership respon- 
sibilities. This is the system that is de- 
scribed as private enterprise in railroad 
transportation, and that has been the 
policy of this country down to the pres- 
ent time. 


ALTERNATIVES TO PRIVATE ENTERPRISE 


The practical alternative to this sys- 
tem—but not the only conceivable one 
—is that of government enterprise, un- 
der which the government becomes capi- 
talist-owner and assumes pecuniary re- 
sponsibility for railroad operation. In 
a country where the railroad system is 
already built and operated by private 
owners, the government acquires that 
ownership either by purchase from pri- 
vate interests or by confiscation, gradual 
or immediate. If the former method is 


employed, the government may ex- 
change its own bonds for the securities 
of the private railroads directly; or in- 
directly by selling bonds and buying the 
properties with the proceeds; or may 
accumulate the needed funds by taxa- 
tion. From the government standpoint, 
it is usually preferable to effect a direct 
exchange of securities as far as possible 
under a system of law that accords the 
reality of due process to the individuals 
who own the railroads. At least for 
the purposes of this discussion, it is as- 
sumed thaé a government buyer of the 
railroads would employ its sovereign 
power only to deal equitably with the 
seller under a forced sale. 

Admittedly, there exist many in- 
stances of mixed government and 
private participation in railroad under- 
takings. In some countries, govern- 
ments own some railroads and private 
interests hold the rest; and in others, 
government and private interests are 
joint venturers in the same properties. 
Furthermore, private ownership often 
exists with government operation, and 
government ownership with private op- 
eration. The diverse circumstances of 
time and place may seem to necessitate 
and justify such hybrid arrangements; 
but it is assumed herein that at present 
and in the United States, the practical 
choice lies between complete private 
ownership and operation, and complete 
government ownership and operation, of 
substantially the entire railway system. 

Focusing the issue upon the United 
States today of course dictates a choice 
of policy in terms of conditions that ex- 
ist therein and that are likely to persist 
for some time to come. Neither system 
is assumed to operate at all close to a 
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theoretical ideal, but under the normal 
or average conditions of human capacity 
and integrity. 

With the question thus definitely lim- 
ited, the American people must answer 
three basic questions: Do they wish to 
preserve the system of private enterprise 
in railroad transportation, upon which 
they have hitherto relied to furnish this 
service? Should they desire to do so? 
And are they sufficiently alert to the 
crisis that confronts private enterprise 
in railroads and threatens its continued 
existence, that they will insist upan the 
sacrifices needed to preserve it? 


PUBLIC SENTIMENT 


In so far as public sentiment is an 
index of what the public really desires, 
it is evident that the general’ public, by 
a preponderant majority, does prefer a 
continuation of the private enterprise 
system in rail transport. This was 
clearly shown in the poll of opinion on 
this subject conducted by the American 
Institute of Public Opinion and released 
February 25, 1938. In answer to the 
specific question “Do you believe that 
the government should buy, own and 
operate the railroads?” 70 per cent re- 
plied in the negative and 30 per cent in 
the affirmative. The question “Do you 
think the railroads would be run more 
efficiently if the government owned and 
operated them?” elicited a 64 per cent 
negative vote. And the further ques- 
tion “Do you think the government will 
have to take over the railroads even- 
tually?” produced a 62 per cent nega- 
tive response. 

The attitude of what is collectively 
called “American Business” is weighted 
even more heavily in favor of the exist- 
ing system. The views of this group 
were ascertained during 1935 and 1936 
by the Transportation Conference of 
1933-35, replies being received from 
666 local, state, regional, and national 
associations of business interests. Of 
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this number 645 were unequivocally op- 
posed to government ownership, 2 
seemed to favor that proposal, and the 
remaining replies were indecisive. Since 
American business is based upon the 
private enterprise system, it is but nat- 
ural that business groups should be 
heavily inclined toward the same’system 
in transportation. 

Among the special interest groups 
most directly concerned with rail trans- 
portation, such as shippers, employees, 
investors, and similar groups, sentiment 
lines up on the side of private enter- 
prise. Those who use the railroads, in- 
vestors -in railway securities, railroad 
managements, railway supply houses, 
and competing forms of transportation, 
all appear to prefer private ownership 
and operation of the railroads. At least 
twice during the last twenty years, or- 
ganized railway labor has declared for 
government ownership, and it has done 
so within the, last three years. Doubt- 
less such declarations have originated, 
partly at least, in a belief that the spe- 
cial interests of railroad labor might be 
served better by that arrangement; but 
it is not altogether clear to what extent 
these views are shared by the rank and 
file of rail employees, and how much 
they have been elicited for trading pur- 
poses. 


Is PRIVATE ENTERPRISE PREFERABLE? 


Although the actual decision as to 
whether the American people ought to 
prefer private enterprise in railroads 
is more likely to depend upon the course 
of economic and political events than 
upon a careful and conscientious ap- 
praisal of the many factors that are 
inherent in the issue, nevertheless this 
interrogative is the crucial one. Solu- 
tions which have been accepted by other 
countries must be studied in the light 
of contemporaneous conditions, and can- 
not be appraised apart from their social 
habitat. 


‘ PRIVATE ENTERPRISE IN RAILROADS 


Since action is often stimulated by 
appeals to supposed self-interest, it is 
natural that the pleadings of those who 
favor private enterprise, and also those 
who espouse government entrepreneur- 
ship, should be directed toward moti- 
vating large special interest groups. The 
railroads necessarily have millions of 
shippers and users, millions of investors 
(direct, and indirect through holding 
policies of insurance companies, and de- 
posits in savings banks), a million or 
more of employees, thousands of rail- 
way supply houses (and their thousands 
of -employees), a large group of execu- 
tives that manage the properties, and 
thousands of competitors employing 
other forms of transport. 

Each of these groups has an impor- 
tant stake in the railroad system; and 
each is likely to be affected favorably 
or unfavorably—in some instances in 
both ways—by a change from private to 
government management of the proper- 
ties. Sometimes their apparent interests 
are similar, and at other times they ap- 
pear to diverge widely. Hence the ef- 
fort to make it appear that the proposed 
change will in reality benefit all groups 
and seriously injure none; for example, 
and as applied to the instant case, that 
the change in entrepreneurship from pri- 
vate to government account will mark- 
edly + lower freight and passenger rates, 
very substantially advance railway 
wages, yield better returns to the pres- 
ent owners of railway securities, and 
impose no additional burdens upon the 
long-suffering taxpayers of the Nation. 
It would be a marvel indeed if this sim- 
ple change in the basis for selecting 


1“Markedly” and “substantially,” because 
these things cannot happen simultaneously 
except over very long periods of time. Mod- 
erate gains can be attained for all groups, 
provided the price level remains fairly stable 
and improvement in the state of transport 
technology continues steadily. But this can 
happen, and has happened, under private 
enterprise. 
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management could actually yield such 
dividends in human happiness! 

The clash of self-interest groups leads 
to a search for a general-welfare or pub- 
lic-interest solution of the problem. 
Discarding efforts to identify public in- 
terest with the desires of special groups, 
recourse will finally be had to certain 
general propositions whose working is 
supposed to promote the greatest good 
of the greatest number, and thus to 
serve the public interest. Like most 
formulations of human welfare princi- 
ples, éhey are cast in general terms and 
are qualitative rather than quantitative 
in character. 


Definition of public interest 


Pursuing this quest, doubtless consid- 
erable agreement would be accorded the 
proposition that the public interest in a 
transportation system could be defined 
in the following terms: a vital interest 
in a transport industry capable of ren- 
dering the quantity of service demanded 
by the Nation, according to the stand- 
ards of comfort and convenience gen- 
erally obtaining in the era under con- 
sideration; an interest that the service 
should be performed as economically as 
possible consistent with the maintenance 
of good wages and working conditions 
for transport employees, fair returns to 
the capital required, and the assumption 
of the industry’s proper share of the tax 
burdens; an interest that the total cost 
of the service should be met by the con- 
tributions of the users, and should be 
apportioned among them according to 
rough approximations to equity; and an 
interest in maintaining a constant im- 
provement in technology and practices, 
somewhat modified by a desire to 
achieve economic stability and security. 
Inasmuch as the prosecution of some of 
these objectives is likely to interfere 
more or less with the attainment of 
others, it becomes the main task of man- 
agement to promote a reasonably satis- 
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factory balance between and among 
them. à 

If this can be accepted as a crude 
though workable hypothesis of the pub- 
. lic interest in railway transportation, 
then the question may be restated thus: 
Is government ownership and man- 
agement of the railroads, or private 
enterprise therein, under existing and 
prospective economic and political con- 
ditions in this country, the more likely 
to produce a management of the rail- 
roads that will attain a reasonably sat- 
isfactory balancing of these objectives? 

The answer to this question requires 
a careful judgment concerning all the 
probabilities, and the preliminary anal- 
ysis of so complex a problem is neces- 
sarily a long and intricate one. Con- 
sideration must be given to*the results 
of private railroading in the United 
States, its present state of financial 
weakness, what may reasonably be ex- 
pected of it in the future, and what 
would eventuate if the carriers should 
now be turned over to the government. 

This fact, together with the space lim- 
itations of an article of this character, 
‘compels: submission of a series of con- 
cluding propositions regarding this 
phase of the question, the arguable basis 
for which may be found elsewhere.? 


Private and public ownership compared 


1. Private enterprise has produced a 
reasonably high standard of rail trans- 
port in the United States, and has at its 
command the technical skill and knowl- 
edge to effectuate vast improvements in 
its service capacity. Provided its credit 
can be restored so that needed supplies 
of capital will be forthcoming, there is 


2In a volume titled “Government Owner- 
ship and Operation of Railways for the United 
States,” written in 1937, the writer reviewed 
at considerable length all the arguments and 
claims for both systems of ownership as of 
the present time. The above conclusions are 
taken from that work. The publisher is 
Prentice-Hall. 
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ample reason to expect that it will be 
adequate to the future needs of this 
country, and that government owner- 
ship and operation could do no more, 
and might easily do. less. 

2. At the present juncture, economy 
in railroad operation is a pressing ne- 
cessity. Its attainment depends mainly 
upon reducing the annual capital costs 
of the system, arid to a greater degree 
upon lowering the operating expenses. 
The former will accrue chiefly through 
financial reorganization of many carri- 
ers, now in process of effectuation; the 
latter depends largely upon co-operative 
economies resulting from consolidation, 
and from the gradual process of tech- 
nological development. 

The alleged savings in capital cost, 
attributed by advocates of government 
ownership to the lower interest rate on 
government funds, are likely to prove 
disappointing if the government ac- 
quires the roads at somewhere near the 
actual investment cost of the properties 
and pays for them with government 
fixed-interest-bearing bonds. Hence, 
the probability of any very substantial 
reduction in annual capital cost by the 
transfer of ownership is rather small, 
and might very readily be offset by in- 
creased costs in other directions. 

Consolidation of ownership will not 
of itself yield important economies; 
rather, they will be effected by the op- 
erating reorganizations which consolida- 
tion facilitates. To the working out of 
such economies considerable resistance 
is offered by organized railway labor, 
by organized communities of shippers, 
and possibly by other organized special 
interests as well. The potential econo- 
mies are very substantial; and they can 
be realized either under private owner- 
ship or under government ownership, 
provided the managing group is permit- 
ted to seek them. The obstacles to that 
effort pertain to both systems of enter- 
prise. Government enterprise is ad- 
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judged to contain the probability of in- 
creased costs of operation by reason of 
political interference with management; 
it seems to be well-nigh impossible to 
prevent this when the political agency, 
namely the government, is owner and 
entrepreneur. 

With respect, then, to this phase of 
the problem, there is reason for pre- 
ferring the private enterprise system un- 
der present conditions. 

3. Unless substantial economies were 
realized in practice, government man- 
agement of the railroads could effect 
general reductions in rates only at the 
expense of the taxpayers. Rates on cer- 
tain large classes of products could be 
reduced, while others would be ad- 
vanced. The possibility of extensive 
discrimination of this character, effected 
through political channels and for politi- 
cal reasons, must not be omitted from 
the calculation. It seems probable that 
government policy would produce some- 
what greater rigidity in rate structures 
` than has been the case under regulated 
private railroads. Although railroad 
rates today exhibit difficult problems of 
adjustment to changed transport condi- 
tions, government ownership and opera- 
tion does not seem likely to offer any 
significant contribution to their solution. 

4, It is generally admitted that pri- 
vate railroads in the United States have 
displayed a sustained capacity for bet- 
terment of services and methods of op- 
eration. Some dissatisfaction has been 
voiced within the past few years con- 
cerning the character of the improve- 
ments; it has been suggested that the 
private managements did not sufficiently 
anticipate or prepare for imminent 
changes. Whatever justification such 
claims may possess, it does not point to 
the abandonment of private enterprise 
in railroads as a consequence. The 
greater reliance upon competition and 
the profit-loss system that usually ac- 
companies private ownership seems bet- 
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ter calculated to sustain the incentives 
to continued betterment than do alter- 
native motives which government own- 
ership can develop. 

5. The political potentialities ramify 
throughout several phases of the govern- 
ment-private-ownership issue, are espe- 
cially difficult for government propri- 
etary ventures in democratic countries, 
and are acknowledged by both propo- 
nents and opponents of government in 
business. Some question whether these 
political dangers of government under- 
takings are worse than the financial 
evils under private management; others 
believe that government ventures may 
be so organized under public trusts as 
to avoid the major part of the political 
hazards and thus combine the merits of 
private enterprise with government own- 
ership and operation. 

Government affairs are not free from 
financial abuses, many of which are sim- 
ilar to those encountered in private busi- 
ness. Furthermore, it may be suggested 
that it is probably an easier task to con- 
trol by regulation the financial excesses 
of private enterprise than to build ade- 
quate defenses against the political ex- 
cesses of the government regime. The 
public trust, though not a new device, 
is untried on any such scale as contem- 
plated herein. Analysis of the proposal 
does not reveal any strong resistance to 
political forces, save as a strong tradi- 
tion against political management of 
government proprietary activities could 
be developed to support that form of 
organization. The materials for the 
construction of that tradition do not 
seem abundant in American life today. 


PRESERVATION OF PRIVATE ENTERPRISE 


However much the public may pre- 
fer the private enterprise system in rail- 
road transportation, the question arises 
from time to time, whether the force 
of events may not be driving the car- 
riers into government ownership. 
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That question has confronted the na- 
tion insistently for the last five years, 
and it has not yet been answered. 

Eight years of severe business depres- 
sion—with spells of partial recovery and 
deeper relapse—together with intensi- 
fied competition from other forms of 
transport, have left the railroads in a 
condition of financial weakness that 
threatens to become chronic. 
one-third of the mileage is in receiver- 
ship; another third is marginal, but in- 
cludes roads that may be compelled to 
join the lowest third; and less tham one- 
third remains financially strong and 
solvent. 

It is conceivable, of course, that the 
railroads may drag along indefinitely as 
one of the Nation’s industrial cripples, 
financially speaking, lacking’ the vitality 
to rehabilitate itself and regain its 
proper position in the national economy. 
But railroad transportation still sustains 
so important a relation to commerce and 
national defense that such a condition 
is not likely-long to be tolerated without 
some concerted effort to change it. Un- 
less private enterprise in railroads can 
be rehabilitated, it is clearly possible 
that many who now prefer that system 
may be impelled to make a virtue of 
necessity and accept the alternative of 
government ownership. . 

The drastic declines in the revenues 
and incomes of the rail carriers during 
the last twelve months have again fo- 
cused attention upon the crisis in rail 
affairs and elicited numerous programs 
of remedial action, containing proposals 
repeatedly submitted in the past. 

While it may not honestly be said 
that the preservation of a strong system 
of private railways depends upon any 
single happening, nevertheless certain of 
the proposals bear more importantly 
upon that end than do others. A few 
general observations are offered as likely 
to assist in a critical appraisal of such 
programs. i 
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Roughly: 


Various proposals 


1. Without intending any reflection 
upon the capacity of those who manage 
the: railways, it is very probable that 
they alone cannot effect the rehabilita- 
tion of private railway enterprise. 

The troubles that beset the railroads 
are largely traceable to the cumulative 
effects of long continued public policies 
that have borne heavily upon the rail- 
roads, while according more freedom of 
action and more government assistance 
to their competitors. Inasmuch as 
American business and the general pub- 
lic have acquiesced in or favored that 
policy of inequality before the law, they 
may with propriety be asked to shoulder 
some of the responsibility: for the re- 
sults, by assisting the railroads to find 
the remedy. 

2. The railroad problem cannot be 
solved by recourse to small measures 
that may add a few millions to revenues 
or subtract them from expenses. The 
restoration of railraod credit is a matter 
of adding some two or three hundred 
million dollars, in the aggregate, to the 
total of incomes available to railway in- 
vestors in the 1936-37 period. 

3. Emphasis upon the necessity of 
general business recovery as the prime 
factor in the railroad picture would tend 
to identify the railroad problem with 
that of general business recovery; and 
the solution of rail difficulties would 
then depend upon the natural processes 
of business recovery or upon such poli- 
cies designed to promote that end as 
business and the government might 
adopt. 

It may be admitted that general busi- 
ness revival is an essential factor in 
railroad recovery, but it would be a 
grave mistake to assume that such gen- 
eral recovery will take place rapidly 
enough, or that the railroads will suffi- 
ciently participate in it, that this alone 
will guarantee.the continuance of pri- 
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vate enterprise in railroading. Depres- 
sion is not the only cause of the adverse 
financial condition, and its removal will 
not insure restoration of railroad finan- 
cial health. : 

4. Much disposition exists to regard 
extensive and drastic financial reorgan- 
ization of the carriers as the principal 
route to their salvation as private capi- 
talistic enterprise. For a number of 
roads (possibly as much as one-half of 
the present railway mileage) that pro- 
ċeeding patently is necessary; and that 
responsibility rests largely upon the in- 
vestors, the managements, and the agen- 
cies of government directly concerned 
therewith. But it also requires em- 
phasis that receivership and financial 
reorganization, though essential for such 
roads, is by no means a cure-all for the 
financial ills. It is but a preliminary 
step to the restoration of rail credit, 
which in the main depends upon the 
restoration of earning power. 

With so large a part of the railroad 
mileage either not making operating ex- 
penses or just barely covering such, it 
should be clear that financial reorgan- 
ization cannot take place on any soundly 
conceived basis, and would afford little 
immediate assistance even if consum- 
mated quickly. The public should not 
be lured into easy acceptance of the be- 
lief that if railroad investors will but 
recognize realities and accept drastic 
reductions in their bonds, then all will 
again be well with the railroads. This 
is simply a delusion. 


Co-ordination and other remedies 


5. Others emphasize the importance 
of co-ordination, and consolidation proj- 
ects, as calculated to effect very sub- 
stantial reductions in the expenses of 
the carriers, by abandonment of little- 
used facilities, and the operating re- 
organization of the carriers. This solu- 
tion is mentioned almost as frequently 


as is financial reorganization; therefore 
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is occupies a prominent place among 


remedial proposals. - 

There exists fair agreement that if the 
managements of the carriers are permit- 
ted to effectuate well-conceived plans of 
consolidation, such plans can produce 
economies of such magnitude that they 
will make a significant addition to the 
incomes available to railway investors, 
provided they are not canceled out by 
demands for wage increases and rate re- 
ductions before the roads get back on 
their feet. The opposition of organized 
railway labor, communities, and ship- 
pers, is likely to delay the realization of 
such economies. Extensive consolida- 
tion of the railroads cannot be regarded 
as other than a long-term remedy, whose 
potential benefits would be realized only 
over a tern? of years. 

6. Others find an important source of 
railroad difficulties in the unequal de- 
gree of regulation that has existed as 
between the railroads and their competi- 
tors, the unequal burdens imposed upon 
the railroads as compared with other 
forms of transport, and the much 
greater assistance given to waterways, 
highways, and airways than has been 
accorded to the rail carriers. They be- 
lieve that correction of this inequality 
is an indispensable step in restoring in- 
vestor confidence in the rails. To a 
considerable degree this margin of in- 
equality has been reduced by laws 
passed during the last three years, pro- 
viding for further regulation of inter- 
state highway carriers, waterway car- 
riers, and air-line operators; but the 
difference in the assistance given by 
government to the railroad competitors 
remains largely unchanged. ‘The situa- 
tion does require correction; but the 
revision of public policy will require 
considerable time, and the benefits that 
might accrue therefrom to the rail car- 
riers will be difficult to measure, and 
will not be immediate. 

7. There are schemes for the reorgan- 
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ization of the government machinery set 
up to administer regulation and to pro- 
mote the development of some form of 
transportation. Such plans may have 
value, provided a clear idea obtains con- 
cerning the changes in policy that are 
desired. ‘Reorganization of the machin- 
ery of government means little to the 
salvation of railroads or other forms 
of transportation unless some definite 


change in public policy is determined ` 


upon and a corresponding change in 
government organization is necessary to 
effectuate that change in policy. e 

8. Financial reorganization, and con- 
solidation of the railroads, probably can 
make a larger contribution of a deter- 
minate character to the restoration of 
private railway credit—upon which a 
healthy private enterprise *system de- 
pends—than other proposals advanced; 
but both require considerable time for 
their working, and likewise necessitate 
changes in legislation and administra- 
tion. In the meantime a large number 
of carriers are in desperate straits and 
require immediate additions to revenues 
and incomes in order to carry on opera- 
tions and maintain their properties at 
all adequately. 

This short-run assistance is commonly 
viewed as government loans at low rates 
of interest. While such can be justified 
when expended for self-liquidating proj- 
ects, such as the purchase of new equip- 
ment, or as an extreme measure to pre- 
vent collapse of investment institutions, 
as in 1932, the employment of this 
method to pay'unearned wages, taxes, 
and interest, is quite without economic 
justification, and only serves to thrust 
the roads farther into the morass of 
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debt, which already is one of their prin- 
cipal burdens. 

Yet the need of immediate assistance 
is great. The carriers attempted’ first 
to méet that problem by seeking Com- 
mission sanction for increased rates; 
they secured this in part only, and that 
proved inadequate to their needs: They 
next sought to decrease expenses by a 
general reduction in wage rates; this 
was contrary to the general policy of 
the present administration, and the 
roads felt constrained to yield to the 
government negative. 

The public should be prepared so- 
berly to face the issue whether it may 
not be desirable under the circumstances 
to accord to the railroads grants of 
financial assistance, limited in amounts, 
likewise limited in time, and based upon 
their expenditures for maintenance of’ 
way and structures. Obviously such an 
expedient should not be employed to 
save them from needed financial reorgan- 
ization, or to sanction a postponement 
of co-operation to effect necessary op- 
erating economies, or to encourage the 
wasteful use of public funds. The ex- 
pedient will require the constitution of 
proper safeguards against such con- 
tingencies. Whatever objections are 
raised against such an expedient—and . 
they will be offered—the proposal 
should be reasonably debated, with a 
clear realization of the alternatives of 
policy and expedient. Such a moderate 
policy of government assistance would 
probably be less costly to the Nation 
than a continuation of private railroad 
enterprise in .weakened financial condi- 
tion, or a gradual lapse of such proper- 
ties into government ownership. 


` Lewis C. Sorrell is professor of transportation at the 
University of Chicago; assistant to the president of the 
Railway Business Association; secretary of the Trans- 
portation Conference; and author of “Government 
Ownership and Operation of Railways for the United 


States” (1937). 
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Government Ownership and Operation of Railroads 


By R. H. MONTGOMERY 


HE proposal that the Federal Gov- 
ernment own and operate the rail- 
roads is as old as the railroads them- 
selves. On several occasions it has been 
formally considered by Congress.* It 
has been a hardy perennial among stu- 
dents of political economy. 
The arguments, pro and con, have 
usually run in three well-defined chan- 
nels. The superiority of one set of 


institutional arrangements as contrasted - 


with some other, real or fancied, has 
been urged. Certain specific technical 
advantages have been claimed for the 
advocated scheme of ownership and op- 
eration. Partisans of both factions 
have cited selected case histories of gov- 
ernmentally owned transportation sys- 
tems in defense of their positions, often 
citing the same cases. 

These arguments have been covered 
by competent scholars. They are com- 
mon knowledge to readers of THE AN- 
nats. A wider dissemination of them 
might serve the ends of a more rational 
. public policy, but no further elaboration 

here could be of value. 
However, there are two vital consid- 
‘erations which have received inadequate 
attention. One has to do with the rate 
_ of introduction of new equipment and 
of new techniques; the other, with the 
basic theory of transportation charges. 
The latter will be discussed here; the 
former will be reserved for the com- 
panion article on “Government Owner- 
ship and Operation of the Electric In- 
dustry.” 


SELF-SUPPORT OF RAILROADS 


No theory in the field of transporta- 
tion economics has wider currency to- 


1See The Report of the Windom Commit- 
tee in 1874; The Plumb Plan of 1920; etc. 


day than this: A railroad should pay its 
own way. In the last article published 
in THe ANNALS on this subject, one of 
our foremost scholars said: 


. . . Government revenues [under govern- 
ment ownership and operation] would have 
to be sufficient to make the railroads self- 
supporting. That is, the revenues would 
first ‘of all have to cover fixed or capital 
charges and maintenance and operating ex- 
penses. Moreover, if all these expenses 
were fully met, there would still remain 
the question whether the railroad admin- 
istration should be expected to turn into 
the Federal treasury each year a sum equal 
to the taxes now paid by railroad corpora- 
tions, which, before the present business 
depression, amounted to. more than a mil- 
lion dollars a day.? 


Long ago, Professor Taussig pre- 
sented the prevailing argument in 
unequivocal terms: 


. . a railway is not economically advan- 
tageous to a community unless it pays its 
way ... it is often argued that a govern- 
ment, in operating a railway, may accept 
with composure a financial loss, because 
the people as a whole have gained some- 
thing to offset the loss. No gain comes 
from, carrying a thing from one place to 
another unless it can be produced at the 
first place so much more cheaply that it 
can afford the cost of carriage to the sec- 
ond place. Ability to stand the transporta- 
tion charge is the test of the utility of the 
carriage... 8 


In short, it is all but universally 
agreed that railroads, whether under 
private or public ownership, should pay 


2 Emory R. Johnson, “Problems of Govern- 
ment Ownership and Operation of Railroads,” 
Tue ANNALS, Jan. 1934, p. 183. 

3F. W. Taussig, Principles of Economics, 
Vol. Il, Third Ed., pp. 390-91. 
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their own way. I believe the opposite 
to be true. 


THREE ASSUMPTIONS 


Three assumptions underlie my argu- 
ment: first, that the organization of our 
productive facilities should be designed 
to produce the maximum of consumers’ 
goods and services; second, that steam 
railroads customarily operate at decreas- 
ing average costs; and third, that the 
demand for railway services is elastic. 

The first of these assumptions is 
rarely questioned today. It is com- 
monly stated as axiomatic—and then 
promptly forgotten. It is accepted here 
without argument. 

The second assumption is also con- 
ceded by authorities on transportation. 
Furthermore, there appears to be quite 
consistent agreement as to the relation- 
ship between those costs which are di- 
rectly proportional to amount of traffic 
and those which are not affected, or af- 
fected only remotely, by traffic. Most 
authorities allot about one-third of total 
cost to the former and two-thirds to the 
latter, as long as the roads are operating 
well below capacity.* By this alloca- 
tion, incremental costs are approxi- 
mately one-third of total costs. As full 
utilization of facilities is approached, 
this spread narrows rapidly. These as- 
sumptions are accepted in the following 
argument. 

The demand for transportation serv- 
ices is elastic. This also is commonly 
accepted; but there is no agreement on 
any arithmetical statement of the rate 
of elasticity. The rate is obviously dif- 
ferent for each type of goods trans- 


4 Eliot Jones, Principles of Railway Trans- 
portation, pp. 77-78; W. Z. Ripley, Railroads, 
Rates, and Regulation, pp. 55-56; D. Philip 
Locklin, Economics of Transportation, p. 144; 
Johnson, Huebner, and Wilson, Principles of 
Transportation, p. 200; Sidney L. Miller, In- 
land Transportation, pp. 519-20; W. M. Ack- 
worth, The Elements of Railway Economics, 
p. 50, 
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ported, and varies with every change in 
underlying economic factors, Probably 
the major determinant is the ratio of 
transportation charges to the final sale 
price of the product; the larger this 
ratio, the more elastic the demand 
schedule.” Since over 70 per cent of 
American freight tonnage is composed 
of products of agriculture, mines, and 
forests, in all of which the ratio is large, 
we may assume an elastic demand. In 
the exposition in Table 1 a demand 
schedule of unity and one of greater 
elasticity are successively assumed, in 
order to show the significance of this 
factor. 


WHERE THE PRICE THEORY FAILS 


There is a major fault-line in our gen- 
eral price theory. A brief review of it 
is necessary at this point. For half a 
century the marginalists have contended 
that price should, and under true com- 
petition would, revolve about the point 
of intersection of the demand line and 
the cost-of-production line. Their argu- 
ments are persuasive when applied to ` 
industries of increasing or constant cost; 
but they are wholly unsatisfactory when 
applied to industries of rapidly decreas- 
ing average cost. ` 

Alfred Marshall recognized that the 
classical laissez faire postulates were in- 
adequate for such industries. In a 
prescient passage he wrote: 


. . . Occasionally it is stated, and very often 
it is implied, that a position of equilibrium 
of demand and supply is one of maximum 
aggregate satisfaction in the full sense of 
the term; that is, that an increase of pro- 
duction beyond the equilibrium level would 
directly (i.e., independently of the diffi- 


5 Winthrop W. Daniels, The Price of Trans- 
portation Service, pp. 15-17; D. Philip Lock- 
lin, of. cit., p. 160. 

8 Dr. C. A. Duval, chief of the Rate Section, 
Federal Power Commission, first gave a math- 
ematical demonstration of the following the- 
ory in his doctoral dissertation in economics 
at the University of Texas. 
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culties of arranging for it, and any indirect 
evils it might cause) diminish the aggregate 
satisfaction of both parties. The doctrine 
so interpreted is not universally true. ... 
When a commodity obeys the law of in- 
creasing return, an increase in its produc- 
tion beyond equilibrium point may cause 
the supply price to fall much; and though 
the demand price for the increased amount 
may be reduced even more, so that the pro- 
duction would result in some loss to the 
producers, yet this loss may be very much 
less than that money value of the gain to 
purchasers which is represented by the in- 
crease of consumers’ surplus. 

In the case then of commodities with re- 
gard to which the law of increasing return 
acts at all sharply, or in other words, for 
which the normal supply price diminishes 
rapidly as the amount produced increases, 
the direct expense of a bounty sufficient to 
call forth the greatly increased supply at 
a much lower price, will be much less than 
the consequent increase of consumers’ sur- 
plus. 

... It might even be for the advantage 
of the community that the government 
should levy taxes on commodities which 
obey the law of diminishing return and 
devote part of the proceeds to bounties on 
commodities which obey the law of in- 
creasing return.” 


Many years later, Professor Pigou ex- 
panded and refined Marshall’s argu- 
ment in the following passage: 


When the ground of increasing returns 
is the fact that an enlarged scale of pro- 
duction leads to improved organization of 
a sort that, once introduced, would be 
maintained even though the scale of pro- 
duction were subsequently diminished, the 
argument calls only for temporary bounty. 
But, when conditions are such that a re- 
lapse towards a smaller scale of production 
would cause (long period) costs per unit 
to rise again, it calls for a permanent 
bounty. In some industries—railways are 
an especially good example—there is a cer- 
tain considerable minimum expenditure on 
plant and so on, which must be incurred 


7 Alfred Marshall, Principles of Economics, 
Third Ed., pp. 362-76, 
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in order that any service at all may be 
rendered. If in an industry of this kind 
the demand, though adequate to call the 
industry into being, is not adequate to 
carry off the full output which the mini- 
mum equipment is adapted to produce, the 
bounty called for is clearly a permanent 
one, or, rather, one that will last until de- 
mand is expanded beyond the capacity of 
the minimum equipment.’ 


More recently, Professor Myron Wat- 
kins is in substantial agreement with 
Marshall’s position.® However, he and 
others who follow this line of argument 
conclude that too large a plant was built 
in the first instance. They argue that if 
a plant of the proper size to satisfy 
available demands at profitable rates 
had been built, the problem would not 
have arisen. 


e 
EXTENT OF EXPANSION 


Furthermore, none of these authori- 
ties has specified the extent to which 
production should be expanded, or the 
point beyond which it should not go. 
If the assumptions made above are true, 
and if Table 1 correctly expresses the 
situation, the solution of this riddle is 
clear: Production should be expanded to 
the point where incremental cost and 
demand price coincide. 

Table 1 is an attempt to express 
mathematically prevailing conditions 
under which most of the railroads of 
the United States are operating. It is 
assumed that the road is operating be- 
low capacity, and that incremental costs 
(in the middle registers) are approxi- 
mately one-third of total costs. Incre- 

8A. C. Pigou, The Economics of Welfare, 
Second Ed., pp. 191-200. 

9 Myron W. Watkins, Industrial Combina- 
tions and Public Policy, pp. 95-111. 

10 It will be noted that this is in accord 
with the classical price theory concerning in- 
creasing cost industries. In such industries 
production is not determined by the meeting 
of average cost and demand price, but by the 
meeting of incremental cost, or marginal cost, 
and the demand price. 
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mental costs advance sharply as capac- 
ity production is approached. If pro- 
duction were sufficiently increased, this 
would ultimately pull average costs up- 
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a 
of unit elasticity is assumed. In col- 
umn 6 the elasticity of demand is 
greater than unity. 
Manifestly, a free enterpriser in quest 


‘ 











TABLE 1 
No. of Average Cost | Incremental Demand Demand 
Units Total Cost per Unit Cost per Unit |Schedule (Unit} Schedule 
(Millions) (Cents) (Cents) Elasticity) (Elastic) 
10 $830,000 8.3000 x 10.0000 10.00 
20 850,000 4.2500 0.200 5.0000 5.00 
30 885,000 29500 0.350 3.3333 3.33 
40 933,333 2.3333 0.483 2.5000 2.50 
50 1,000,000 2.0000 0.666 2.0000 2.00 
60 1,070,000 1.7833 0.700 1.6666 1.75 
70 1,145,000 1.6357 ` 0.750 1.4285 1.61 
80 1,227,000 1.5337 0.820 1.2500 1.52 
90 1,317,000 1.4633 0.900 1.1111 1.45 
100 1,417,000 1.4170 ` 1.000 1.0000 1.40 
110 1,527,000 1.3882 1.100 0.9090 1.35 
120 1,647,000 1.3725 1.200 0.8333 1.32 
130 1,777,000 1.3669 1.300 0.7777 1.30 
140 1,917,000 1.3693 1.400 0.7143 1.28 
150 2,067,000 1.3780 1.500 0.6666 1.20 
160 2,227,000 1.3919 1.600 0.6250 ` 1.10 
170 2,397,000 1.4100 1.700 0.5882 0.70 
180 2,597,000 1.4427 2.000 0.5555 X 
190 2,837,000 1.4932 2.400 0.5263 xX 
200 x xX x x x 





ward, thus bringing the plant into. a 
zone of increasing average costs. In 
column 2 total cost is assumed to in- 
clude a fair rate of return on. invest- 
ment. In column 5 a demand schedule 





of profits and having no effective com- 
petitor would limit operation to some 
point well below fifty million units. If 
an equally strong competitor should 
enter the field and no outside regulation 
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or collusive agreement intervene, a cut- 
throat price war would result. The 
contest would continue until one of four 
things happened: (1) A collusive armi- 
stice would be arranged; (2) one com- 
petitor would absorb the other; (3) one 
or both would go bankrupt—and there- 
after either (1) or (2) would ensue; or 
(4) cessation of hostilities would be 
forced from the outside. Note that in 
any case, competition, in the sense of 
price competition, would be eliminated. 

Government regulation of the tradi- 
tional kind would result in production 
being frozen at or near the 50-million 
unit point.1? This is the result which 
Professor Taussig approves, and which 
has won all but universal approval to- 
day. f 


COMMUNITY GAINS 


On the other hand, large aggregate 
community gains would be derived from 
pushing production to the point of con- 
tact between incremental cost and de- 


mand price; in other words, to the 100- . 


million unit point.*3? The railroad would 
lose money, but gains to the community 
would outweigh railroad losses. These 
community gains can be expressed in 
monetary values. Measuring consum- 
ers’ surplus by the difference between 
what consumers pay for the service and 
what they would have been willing and 
able to pay, the railroad would lose 
$417,000; the consumers would gain 
$645,627; the net community gain 
would be $228,627.14 


11 See history of the four rate wars of 
Eastern Trunk Line territory between 1869 
and 1887. 

12 Note that this is true whatever method 
of plant evaluation is employed. A very high 
value would serve to restrict production some- 
what; a very low one would tend to increase 
it to some extent. ; 

18 The argument, for the moment, is based 
‘ upon a demand schedule of unit elasticity. 
14The shippers who would have paid 


t 
1.1111¢ but are only required to pay 1¢ 
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It is to be noted that the net com- 
munity advantage (consumer gains, less 
railroad losses) would be greater at this 
point than at any other. Should pro- 
duction be extended to 120 million units 
there would still be a net community 
gain of $172,860. This is less than the 
gain indicated above. If production 
were limited to 80 million units there 
would be a net gain of $207,516. Again 
this is less than the maximum. In 
short, under assumed conditions, the 
maximum net community gain is real- 
izable at a production of 100 million 
units and a price of 1 cent. 

If an elastic demand. schedule be as- 
sumed, as indicated in column 6 of 
Table 1, the maximum aggregate com- 
munity gains would still be realizable at 
the point where incremental cost equals 
demand price; that is, at a production 
of 130 million units and a price of 1.3 
cents. At this point the net community 
gain is $403,000. This is appreciably 
larger than the maximum gain realizable 
under the same cost scale and a less 
elastic demand schedule. 

To summarize: Net gains to the com- 
munity are a function of two inde- 
pendent variables—the rate at which 
average costs are declining, and the 
elasticity of the demand schedule. 

If these conclusions are valid, rail- 
roads and other comparable industries 





t 
would gain .1111¢ per unit on 10,000,000 
units, or $11,111.11; the 1.25¢ group would 
gain $25,000; the 1.4285¢ group, $42,850; and 
á , 


the 1.6666¢ group, $66,666. Many of those 
who previously purchased the service at the 
2¢ rate had a consumers’ surplus, At the 1¢ 
rate they would have additional gains of 
1¢ per unit, on 50,000,000 units, or a total 
of $500,000. The sum of all these gains would 
be $645,627. 

Furthermore, these gains are not some sort 
of intangible, subjective, social welfare ad- 
vantage. They are practical, business, dollars- 
and-cents savings. In the first instance they 
would accrue to shippers. Ultimately they 
would be passed on to consumers. 
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should not pay their own way. They 
should be operated far beyond the point 
‘of possible profit to any private busi- 
ness enterpriser.?® 


Size oF PLANT 


There is one corollary to the proposi- 
tion stated above, which is almost as 
important in its implications as the 
proposition itself. It has been over- 
looked by Marshall and the few price 
theorists who have commented upon his 
argument. 

It is usually assumed that Marshall’s 
argument is valid only when some too- 
optimistic enterpriser has built a plant 
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tries as railroads and electricity the 
plants should be too large to be profit- 
able. If they have not been so built, 
they should be extended. To state the 
case within our frame of reference: Un- 
der conditions of decreasing cost and 
elastic demand if the plant can now be 
operated at a profit, at i a output, 
it should be enlarged. 

Tables 2 and 3 are a ET, 
demonstration of this fact. In Table 2 
the plant is small enough to permit 
available demand to take total output 
at a profitable price. In Table 3 the 
plant has been extended to a point at 
which price must be cut to incremental 











TABLE 2 
No, of Units Total Co&t Average Cost | Incremental Cost | Demand Schedule 
(00,000 omitted) (Cents per Unit) | (Cents per Unit) (Elastic) 

10 227,500 22.7500 0.60 
20 234,000 11.7000 0.65 15.00 
30 241,000 8.0333 0.70 10.20 
40 248,500 6.2125 0.75 7.75 
50 256,500 5.1300 0.80 6.32 
60 ` 265,000 4.4166 0.85 5.37 
70 275,000 3.9286 1.00 4.68 
80 ` 287,500 3.5937 1.25 4.18 
90 305,000 3.3888 1.75 3.80 

` 100 340,000 3.4000 3.50 3.50 


so large that it cannot be used to capac- 
ity without depressing prices below the 
point of possible profit; that is, beyond 
the point where the total output can be 
sold above average costs. 

Quite the contrary. In such indus- 


15 Both Marshall and Pigou reached this 
conclusion. Neither suggested a limit to 
which unprofitable production should be 
carried, 





cost to permit approximate capacity 
production. 

The plant in Table 2, under free com- 
petition, regulated monopoly, or govern- 
ment ownership, will operate beyond the 
point of decreasing average costs. It 
will be an industry of increasing costs 
within its zone of probable production. 
Again, the point of maximum net com- 
munity gains will be determined by the 
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TABLE 3 
No. of Units Total Cost Average Cost | Incremental Cost Demand Schedule 
(00,000 omitted) (Cents per Unit) | (Cents per Unit) (Elastic) 

; 80 396,600 4.9575 4,18 

90 401,100 4.4566 3.80 
100 406,100 4.0610 3.50 
110 411,600 3.7418 3.20 
120 417,600 3.4800 2.90 
130 424,100 3.2623 2.65 
140 431,400 3.0814 2.42 
150 l 439,700 2.9313 2.22 
160 449,000 2.8063 2.05 
170 459,300 2.7018 1.90 
180 470,700 2.6150 1.78 
190 ‘483,300 2.5437 1.69 
200 497,200 2.4860 1.60 
210 512,400 2.4400 1.52 
220 529,900 2.4086 1.46 
230 551,900 2.3996 1.42 
240 577,400 2.4058 1.40 
250 607,900 2.4316 » 1.39 








coincidence of incremental costs and de- 
mand price. At that point the business 
will show a net profit of $10,000, above 
normal profit. 

If the plant be extended as indicated 
in Table 3, it will again be operating in 
a zone of decreasing average costs. The 
maximum net community gain will be 
realized at the point of contact of incre- 
mental cost and demand price. At that 
point the business loss will be $193,200. 
The consumer gain will be $270,100. 
This is not only the maximum net com- 
munity gain from this plant, it is 


$66,900 larger than the maximum pos- 
sible from the plant in Table 2. Mani- 
festly, the community should have this 
plant. 

This leaves the question of how far 
expansion of plant should be carried. 
The answer is implicit in the tables. 
The plant should be expanded as long 
as the output which would be taken at 
incremental cost can be produced at 
lower average cost. In Table 3 any pro- 
duction below 3.40 cents average costs 
will show a net community gain. This 
is true if the demand is of unit elas- 
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ticity. The more elastic it is, the 
greater will be the net gains. 

To summarize: Railroads, and other 
industries operating at (long-run) de- 
creasing average costs and under condi- 
tions of relatively elastic demand, 
should be run at a loss. Their prices 
should be determined by the intersec- 
tion of incremental cost and the demand 
schedule. 


NECESSITY FOR GOVERNMENT 
OWNERSHIP 


Theoretically this could be accom- 
plished under either private or public 
ownership. In either case, large sub- 
sidies would be required.*® The gov- 
ernment might build and maintain all 
railroad equipment +’ and permit pri- 
vate operation of the business on a basis 
of incremental costs. Operation would 
thus become an industry of increasing 
cost. 

If this were done, it might be argued 
that we could secure all the advantages 
pictured by the laissez faire logicians. 
But it must be remembered that free 
competition is essential for the realiza- 
tion of those advantages, even in in- 
creasing-cost industries. It is improb- 
able that a democratic government 
would provide competing facilities for 
the use of private operators. In most 
cases it would be extraordinarily waste- 
ful to'do so. 

16 For the moment the source of funds for 
these subsidies is not at issue. Both Marshall 
and Pigou propose a tax on increasing-cost 
industries. The argument runs that such a 
tax would restrict production in those indus- 
tries to their lower cost areas, while the sub- 
sidies would make it possible to expand pro- 
duction in the decreasing-cost industries into 
their lower cost areas, thus bringing reciprocal 
economic advantages to the community. 

17 Since the savings to the Nation would be 
far greater, the contention that this would in- 
volve tremendous costs is beside the point. It 
might also be noted that we have in recent 
years ‘spent more on free public roads than 
the railroads have spent on their entire plant 
and equipment. 
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_ In short, if we are to operate the 
roads as suggested above, it will have 
to be done on a basis of government 
ownership and operation. 

There is one other argument for gov- 
ernment ownership and operation of 
(long-run) decreasing-cost industries, 
which is only second in import to the 
one presented above. It will be pre- 
sented in a companion article on govern- 
ment ownership of the electric industry, 
but the gist of it may be stated here. 


INTRODUCTION OF New EQUIPMENT 


The condition under which an enter- 
priser will find it profitable to introduce 
new techniques or new equipment, in 
any industry, is a function of two inde- 
pendent variables: the savings in op- 
erating costs realizable through intro- 
duction of the new; and the ratio of 
capital costs to operating costs. If cap- 
ital costs are large as compared to op- 
erating costs, correspondingly large sav- 
ings in operating costs must be possible 
in order to induce a private enterpriser 
to make the change. 

This is precisely the situation in the 
railroad industry under private owner- 
ship. Capital costs are very high. 
Consequently the management finds it 
unprofitable to introduce new equip- 
ment unless a drastic reduction in op- 
erating cost is certain. On the contrary, 
government ownership and operation 
under the rate-making policy suggested 
here would appreciably reduce the capi- 
tal cost-operating cost ratio, and conse- 
quently would make. profitable a more 
rapid rate of technological improve- 
ment. 


Price CoMPETITION 


Our price structure has split in two. 
We have indigestible surpluses of cot- 
ton, coal, wheat, potatoes, milk, grocery 
stores, photoengraving plants, and la- 
borers. We have no surpluses of farm 
implements, automobiles, steel, cement, 
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sulphur, electricity, or ton-miles of 
transportation—not even in 1933. Po- 
tential surpluses there may be. But 
potential surpluses do not affect prices 
in quite the same fashion as do surpluses 
in the market place. 

Note that the first group listed above 
is characterized by competitive, atomis- 
tic, increasing-cost units, in which prices 
are relatively free to seek out marginal 
cost. In the latter group, prices are not 
so free. When they find a temporary 
level it is not at marginal (incremental) 
cost, but at average, or “representative 
firm,” cost; or at the point of maximum 


profit; or at cost plus a fair rate of re-- 


turn.on something. 

Price, according to our theory of free 
private business enterprise, governs the 
movement of men, money, and machines 
from one industrial venture to another. 
It warns that there are too many farm- 
ers and not enough freighters; too many 
grocery stores and too few power plants. 
But if price is not free to move, it can- 
not act as a governor. We coin eupho- 
nious phrases about quality competition, 
service competition, style competition, 
and social prestige competition; but 
when rice competition fails us, the 
basic structure of free business enter- 
prise crumbles. 

Some control of prices by private 
business enterprisers can be borne by a 
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rich community. Too much is disas- 
trous. A 

In certain cases price competition 
might be restored. That would require 
heroic action. It might require the 
atomizing of many notable business ag- 
gregations. What would happen to 
prices in those industries if that were 
done? One of two things: If the seg- 
ments became increasing average cost 
units, prices would tend to rise to incre- 
mental (marginal) costs; if they contin- 
ued in a state of decreasing average cost, 
their prices would tend to decline to 
incremental (out-of-pocket) costs. The 
latter is what did happen to rates when 
railroads competed for the same traffic, 
before government intervention. 

In many cases, notably the two under 


-consideration, we do not want price 


competition. In fact, we will have none 
of it. In such cases we must make 
those industries mesh into the general 
structure. In so far as possible they 
should be made to conform to the com- 
mon pattern. 

This can be done only by government 
ownership, and operation at incremental 
cost-price. The results would be what 
we have been led to expect from free 
business enterprisers—under effective 
competition. ‘The advantages to the 
Nation are so vast that it should be 
done. 


Transportation—The Hybrid 


By Raynard F. Bowman 


HORSTEIN VEBLEN once said 

that “the highest achievement in 
business is the nearest approach to 
- something for nothing.” According to 
that definition, the transportation sys- 
tem in the United States should be in 
a high state of achievement. Anyone 
who examines the trend of wages in rail- 
road labor will be shocked by the size 
of the “something” which labor ‘is col- 
lecting. 
public is concerned, including shippers 
and passengers, the rates are “some- 
thing” akin to the gift of a drunken 
Santa Claus. On the other, hand, one- 
third of the railroad mileage in this 
country is in bankruptcy, while another 
third has barely escaped it. In short, 
between a benevolent regulation of the 
railroads and a paternalistic attitude to- 
wards labor, the Federal Government 
has managed to achieve the nearest ap- 
proach to something for nothing in the 
entire annals of economic history. 

To define the status of transportation 
in the United States is difficult indeed. 
It might be well, however, to ponder 
whether transportation can be described 
as fish, fowl, or even good red herring. 
Whether it is private enterprise, part of 
a socialistic setup, or something in be- 
tween, is bound to perplex any thought- 
ful person who is unwilling to take 
things for granted and wants to under- 
stand. 

Because of this perplexity, stocktak- 
ing is in order on a vast scale. After 
fifty years of patchwork, bungling, 
chiseling, and ax-grinding, it is no won- 
der that one finds the word “chaos” 
ideally explanatory of the situation. 
We hear that experience teaches, but 
when we look at transportation in 
America, we are not so sure about it. 


And so far as the general , 


Probably in that case most of the eco- 
nomic class were slumbering while ‘the 
teacher was expounding on the wisdom 
of the past and the riches of experience. 

Anyway, the transportation situation 
is a mess, that is certain. Perhaps we 
can most politely dispose of definitions 
by referring to it as a hybrid. 


GOVERNMENT OWNERSHIP 


There are some people who are pro- 
posing government ownership as a solu- 
tion of the mess. As a matter of fact, 
on April 8, 1938, Senator Lundeen in- 
troduced S. 3808 providing for govern- 
ment ownership of railroads. The threat 
of a general default, not only financial 
but in initiative and leadership as well, 
makes government ownership an immi- 
nent danger. So far as the arithmetic 
which would mark its arrival is con- 
cerned, the figures continue to drift 
ominously toward government owner- 
ship, and so-called established policy 
is swept along slowly toward the brink 
of the cataract. 

In thinking of government ownership, 
it is important at the outset to realize 
that about the only reason for final re- 
sort to such a policy of despair would be 
because responsible forces, which have 
the opportunity to avert it, have failed 
on a colossal scale. A mess has been 
made of transportation, and therefore a 
school of defeatists rises up to prate 
about government ownership and op- 
eration as though that were something 
constructive and might lead to some- 


-thing better. Some even call it “a rem- 


edy.” However, that does no more than 
obscure its true nature. Government 
ownership would signify nothing more 
than failure, collapse, retreat, and frus- 
tration. : 
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is transportation 

G fed States, the im- 
fecal that one of the 
‘distinctive features 
tion was founded was 

‘S® {Among other things, 
ate ownership and man- 
.. < d the economic agencies 
`~., the national economy. 

ment ownership can be 

termed “a remedy” if those vested with 
responsibility for transportation fail on 
such a grand scale that the basic prin- 
ciple of private enterprise is scuttled, 
will be beyond the understanding of one 
who tries to be rational about it. Any 
thinking person conversant with the 
facts will recognize government owner- 
ship merely as a symbol of the failure 
of trusteeship, a default in leadership, 
and the frustration of national purpose. 


x 


AUTHORITY AND RESPONSIBILITY 


If, as many seem to think, we stand 
at the brink of government ownership, 
and if the arrival of government owner- 
ship, no matter how it comes, signifies 
nothing more than admission of failure 
on a vast scale, we naturally confront 
the question of who should be indicted. 

To answer that question, of course, is 
to fill a very large order, because there 
have been so many parties to the crime. 

The purpose here is to hold no brief 
for the managers and the executives of 
transportation companies; but now that 
we approach the eleventh hour, it is 
doubtful that they can be regarded as 
major factors shaping the trend. Of 
course, they have made mistakes and 
cannot be completely absolved from re- 
sponsibility, but they have long since 
ceased to have the primary authority. 

In the name of regulation the state 
has supervened, and for fifty years its 
authority has been increased step by 
step. The only consistent thing about 
it has been the relentless pressure for 
more authority. As always, authority 
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feeds on authority. Originally, the au- 
thority of the state ,was supposed to 
be applied for the purpose of regulating 
competition, particularly in the case of 
the railroads. That there has been any 
sound reason for such regulation of 
competition is questioned by many. 
Summed up in a harsh but realistic 
judgment, it may be said that regulation 
has never amounted to much more than 
a vast aggregate of expensive legalistic 
hairsplitting. And this need imply no 
personal reflection upon fine men who 
have struggled to make an impossible 
idea work. Valiant efforts have been 
put forth. The trouble is that the idea 
itself has never been set up on a sound 
basis. 

The national policy has increasingly 
taken on the character of many oppos- 
ing forces, and these same forces are in- 
creasingly playing into the hands of the 
demon inertia, with the result that the 
economic enervation of our transporta- 
tion system has persisted more or less 
steadily since about 1916. 

And:why is this the case? A partial 
answer lies in the fact that national pol- 
icy has not risen above the naive level. 
Like small children, we have proceeded 
on the theory that the powers of the 
state can be used for the control of 
economic affairs, but with no responsi- 
bility attached to the agencies created 
for the purpose. In other words, the 
capital error that has contributed as 
much as anything else to the creation of 
the mess from which the prospect of 
government ownership and operation of 
transportation naturally ‘arises, is the 
separation of authority from responsi- 
bility. 

If we ask where there is any final 
responsibility the only answer is that 
responsibility naturally comes to rest at 
the seat of all power; that is, with the 
sovereign. In this case the sovereign is 
that somewhat hazy thing that we call 
the state. That the state may have 
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been irresponsible in character, however, 
does not dispose, of the fact that the 
final power and responsibility rest at 
that point. 


So-called regulation of transportation ` 


in the United States has evolved to a 
point where a large part of the trans- 
portation system is not regulated; 
rather, it is managed. ‘True, the title 
“manager” is not applied to the regu- 
lators. The so-called “managers” are in 
an anomalous position; yet one who 
penetrates the facts and does not allow 
himself to be confused by words that 
have lost their significance, quickly finds 
that the state has arrogated to itself 
practically all the authority, but for the 
most part has skillfully ducked the re- 
sponsibility. At the same time, the 
states have been put in a pesition where 
they may reasonably- be charged with 
Having “‘kidded” the public into the be- 
lief that the fostering care of the state 
was being exercised for its benefit. Un- 
fortunately, that is becoming less and 
less true. i 


Crass PoLIcY 


There can be no excuse or extenuation 
for the state as the final repository of 
power and responsibility. However, it 
must be observed that the shift from 
protection of the public interest by the 
state to the furtherance of class interests 
through national policy has played an 
important part. Since the turn of the 
century, the powers of the state have 
been captured and used at various times 
by different classes, with the result that 
the perversion of function which has oc- 
curred has not been brought about by 
the politician alone. 

The use of the powers of the state by 
one class for the purpose of exploiting 
another is a very old technique, but, like 
everything else, even it is subject to the 
law of diminishing returns. Now that 


it has been operative in the field of © 


transportation to an increasing degree 
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for at least thirty yè 
greatest of difficulty in\_ 

the chaff and getting at th 

of truth looking toward a ù 
tion of policy in a realistic sens 

It avails little to say that clas 
cles are a perversion of governn 
We know now that pressure groups ha’ 
great possibilities, and a great many do 
not concern themselves with facts or 
principles, but with “getting while the 
getting’s good.” 

The outstanding illustration of this 
tendency in the field of, transportation 
is presented by railroad labor. Flushed 
with the success of its 1916 seeming co- 
ercion of Congress and the President, it 
has gone on and fastened upon the rail- 
roads a vast accumulation of uneco- 
nomic measures resting upon nothing 
but raw power. Facts and principles 
have no place. As one of the leaders of 
railroad labor has said, they have but 
one policy, and it is “get more, always 
more.” 

In a different sense, so-called regula- 
tion has had the effect of expressing 
class policy from the standpoint of the 
shippers. It has thrown the powers of 
the state on their side for use against 
transportation agencies. This has been 
done on the theory that the state is 
regulating competition. However, there 
are now grounds for doubt as to whether 
there has been much regulation of com- 
petition. Since 1920 the situation has 
become acute because of the develop- 
ment of other forms of transportation 
than railroads, and because of the delay 
in adjusting national policy to this fun- 
damental change in the facts, this delay 
resting on the theory that the railroads 
had a monopoly. 

Communities have also been the bene- . 
ficiaries of what might be termed class 
policy, but that is only a subdivision of 
the shipper aspect of the problem. 

Where attempts have been made to 
recognize and implement a‘ conjunction 

e 
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of authority and responsibility in the 
field of regulation, they have easily been 
vitiated. A commendable effort was 
made in the case of the Transportation 
Act of 1920. Apparently, because the 
Interstate Commerce Commission did 
not choose to carry the Act into effect in 
its major features, it had very little 
force or effect on the constructive side 
of the transportation problem. 


EFFECTS 


Moving away from causes and con- 
fronting effects, we find that national 
policy, such as it has been, has op- 
erated steadily for the economic enerva- 
tion of transportation. It has removed 
some abuses but has created others of 
an even more fundamental and ominous 
nature. 

The conclusion is unavoidable that 
any projected measure, commendable 
though it may be, which does not bal- 
ance with economics and arithmetic, is 
grossly unsound. The idea itself is one 
thing; the effect is another. No more 
striking illustration of this can be found 
than in the field of transportation. 
There are plenty of lessons to be 
learned, but few interested in learning 
them. 

There probably will be widespread 
and vociferous objection if one says that 
fifty years of experience with regulation 
of transportation in the United States 
really prove that it is a ghastly failure. 
This, of course, implies a realistic and 
cold-blooded assessment of results, 
omissions, commissions, causes, effects, 
and costs. 

The regulators took authority for the 
control of the income of the railroads 
in 1906 when the Hepburn Amendment 
to the Interstate Commerce Act was en- 
acted. Note well that they took the 
authority but did not assume the re- 
sponsibility. In a few places there were 
qualms of conscience around 1916, and 
while lip service was given to responsi- 
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bility, nothing of lasting importance of 
a constructive nature. eventuated. On 
the contrary, the second main factor 
operating for the destruction of private 
enterprise in transportation took form 
about that time. 

The Adamson Act was passed by the 
Congress in 1916, and it operated to re- 
move control of more than two-thirds of 
the expenses of the railroads from the 
hands of the managers. ‘Too much 
stress cannot be laid upon what has hap- 
pened as a result. The same tendencies 
have been operative in the case of other 
forms of transportation, and one view- 
ing the situation needs merely to ob- 


serve what happened in the case of the 


railroads to see how the system works. 

By assuming authority for the control 
of the income in the name of regulating 
rates or regulating competition, and 
then through a separate agency assum- 
ing authority for freezing the expenses 
of the railroads, so-called national pol- 
icy operated to place the railroads in 
the jaws of a nutcracker which has 
slowly squeezed them ever since. 

Conservative estimates of the effects 
of what has happened since 1906 indi- 
cate that, as a result of all the things 
that have and have not been done in 
the name of regulation and manage- 
ment, an amount equal to the total in- 
vested capital in the railroads has been 
expropriated. Moreover, what is more 
striking from the standpoint of the 
smoothness with which the system 
works, this expropriation has taken 
place without realization of the regu- 
lators, the managers, or the investors. 
A form of economic bloodletting has 
persisted in such an imperceptible man- 
ner that the imminence of death for 
the patient has only recently come to 
be generally recognized. 

The above effects have come about all 
because we have not only created a hy- 
brid in which authority and responsi- 
bility have been completely divorced, 
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but because these untoward trends have 
persisted for mare than thirty years 
without recognition by a sufficient num- 
ber of reasonable persons to cause ef- 
fective action. ‘True, various gestures 
have been made, but they have been 
nothing more than gestures. 


THE REAL REASON FOR WANTING 
GovERNMENT OWNERSHIP 


Government ownership and operation 
of transportation has not a leg to stand 
on if considered on its merits. In the 
long run it represents neither policies 
mor measures which promise anything 
good for the country, the public, the 
transportation systems, or their patrons. 
It receives a great deal of attention be- 
cause so few people really think about 
it or know what it means. e 

The real reason for recognizing the 
possibility of government ownership is 
that clever politicians will recognize it 
as the most convenient means of camou- 
flaging the colossal failure that has been 
made of the job of regulating trans- 
portation.” To work out the situation 
in a constructive way, discarding weak 
features of policy and adding strong 
ones, would be very embarrassing. It 
might result in discarding so much that 
no amount of face-saving would be suf- 
ficient to offset the shock to public con- 
fidence and the disillusionment that 
would ensue. 

Government ownership and operation 
of railroads and transportation would be 
an effective means of covering up. Evi- 
dence of vast mistakes could be sunk 
without a trace. This would be the line 
of least resistance, and it is the real rea- 
son why those who sincerely believe in 
American principles, in the preservation 
of private enterprise, and in the mainte- 
nance of the transportation system that 
will assure realization of the great possi- 
bilities of the country, must rally 
and combat the trend in every possible 
way. 


LINES or ACTION 


There are two main lines of action 
that can be considered by those who 
still have a sufficient amount of public 
spirit to impel them to put forth a 
valiant effort to preserve a precious 
heritage. First, there is the defensive 
program that can be carried out to re- 
veal the true nature of government own- 
ership and operation and to combat it 
head on. Second, there is the construc- 
tive approach to the problem which in- 
cludes participation in efforts looking 
toward the development of a new na- 
tional transportation policy on the basis 
of private enterprise. Both courses of 
action are of fundamental importance, 
both are worthy of the best efforts of 
men of conscience, and both must be 
prosecuted at the same time. 

The United States will not have a 
modern and effective transportation sys- 
tem if the thing is left to the politicians, 
the regulators, or the various class in- 
terests that have grown up around 
transportation like barnacles on a ship. 
The industry by itself will probably be 
unable to make reforms of sufficient im- 
portance to save its status as a private 
enterprise. According to Newton, a 
body remains in suspense or in motion 
on a straight line until deflected by an 
external force. The external force will 
develop only when there is a sufficient 
body of enlightened opinion as to the 
real nature of the transportation prob- 
lem and what may be done in the pub- 
lic interest for its solution. 

But no procedure based on bargain- 
ing ‘between class interests will produce 
a national transportation policy that 
will be in the public interest. If we 
want a modern transportation system 
as the primary instrument of communi- 


cation binding our national economic ' 


network together, we will have to fight 

to get it. The fight will be against the 

same old class selfishness that periodi- 
e 
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cally gums up the game in most fields 
of political and economic effort even 
though in some cases the burden may 
be carried by agencies alleged to be for 
reform and to protect one group or an- 
- other. The question is whether national 
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policy can be altered without wide- 
spread embarrassment before the sys- 


“tem collapses as private enterprise. 


This collapse will undoubtedly occur if 
everyone waits for someone else to take 
action. 
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Railroad, Regulation by the Interstate Commerce 
Commission 


By Warrer M. W. SPLAWN 


T NO time in the past fifty years 
has the revision of the regulative 
policy to be applied to railroads re- 
ceived more attention than at the pres- 
ent time. The subject is being consid- 
ered by various agencies and interests, 
and plans are being, or are about to be, 
suggested. No plan of reform will be 
presented in this article to compete with 
the plans to be announced. Rather, it 
is the intention to review the salient 
facts in the history of railroad regula- 
tion under the Interstate Commerce Act 
in order to emphasize the fatt that pres- 
ent arrangements have their roots in the 
past, and any new plans for reform 
should be judged in the light of what 
has gone before. 

The Interstate Commerce Commis- 
sion was created at a time when public 
feeling against questionable practices by 
railroad companies forced the Federal 
Government to take action to regulate 
their activities in the public interest. 
The Act to Regulate Commerce was ap- 
proved February 4, 1887, and the com- 
mission created by it was organized on 
March 31 of the same year. 


ORIGINAL JURISDICTION 


Originally the jurisdiction of the 
Commission was limited to common car- 
riers engaged in interstate transporta- 
tion of passengers or property wholly 
by railroad or partly by railroad and 
partly by water. Later its jurisdiction 
was extended to include common car- 
riers by pipe line, transporting, in inter- 
state commerce, oil or other commodity 
except water and gas; in part, over car- 
riers by water, under the Panama Canal 
Act; and carriers by motor vehicles in 
interstate commerce. It also had juris- 
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diction for a time over common carriers 
by telegraph, telephone, or cable op- 
erating by wire or wireless in the inter- 
state transmission of intelligence, and 
over carriers by airplane in connection 
with their transportation of air mail. 

The original Act limited the authority 
of the Commission to those matters 
which at the time appeared to be the 
most in need of regulation. The pres- 
ent scope of the statute is the result of 
a gradual development over half a cen- 
tury. The primary purpose was to do 
away with all forms of discrimination 
and extortionate charges. To accom- 
plish it the Act provided that all rates 
must be reasonable and just; otherwise 
they were prohibited and declared un- 
lawful. Unjust discrimination, whether 
arising from rates or practices, was for- 
bidden. 

Certain practices considered particu- 
larly obnoxious were selected for spe- 
cific treatment, as, for example, by 
prohibiting in Section 4 the charging of 
more for transportation for a shorter 
than for a longer distance over the same 
line or route in the same direction, the 
shorter being included within the longer 
distance. Provision was made for re- 
lief from this restriction by the Com- 
mission in special cases. The railroads, 
believing that under present conditions 
of competition from other agencies of 
transportation they are handicapped by 
the restriction, are now urging that it 
be repealed. 

The Act also contained requirements 
as to the interchange of traffic and pro- 
hibited discrimination in rates and 
charges between connecting lines. Pool- 
ing of traffic or earnings was forbidden. 
Tariffs were to be printed and kept open 
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for public inspection and copies filed 
with the Commission. Advances in 
rates were to be made only upon ten 
days’ notice, but reductions were ef- 
fective immediately upon notice. Those 
were the main provisions. Supplement- 
ing them were sections which authorized 
the Commission to investigate com- 
plaints of violations; to inquire into the 
management of the carriers; to require 
annual reports; and, if it deemed it de- 
sirable, to require the establishment of 
a uniform system of accounts. 

The newly formed Commission was 
confronted with a problem in regulation 
which was extraordinary in extent and 
complexity. It was the first permanent 
Federal agency to have the exclusive 
duty of regulating interstate transporta- 
tion. The means adopted to accomplish 
that function were new and untried, and 
the fundamental tenets of regulative sci- 
ence had yet to be formulated. 

The decisions of the Commission, 
however, were soon accepted as author- 
ity on general questions of transporta- 
tion as well as on the meaning of the 
Act This acceptance indicated the 
need which had existed for authoritative 
administrative standards to guide and 
control the practices of these transporta- 
tion agencies. 


ADVERSE COURT DECISIONS 


It was not long before the Commis- 
sion’s concepts of the Act, its powers 
under it, and the proper means to effec- 
tuate them, came into sharp conflict 
with those of the courts through which 
the orders of the Commission had to be 
enforced. The courts in many instances 
refused to accept the Commission’s view 
upon matters arising under the Act, and 
substituted their own ideas as to regu- 
lative powers. The Commission’s or- 
ders were frequently reversed for tech- 


1 Arthur T. Hadley, “The Workings of the 


Interstate Commerce Law,” Quarterly Jour- 
nal of Economics, Vol. 2 (1887-88), p. 162. 
e 


nical legal reasons and for reasons 
arising from differences of judgment 
upon matters of economic policy.? 

Judicial interpretation soon stripped 
the Commission of important powers 
which it had believed to be fundamental 
and necessary parts of the statute. It 
had assumed that the law was broad 
enough, for example, to include the 
power to prescribe rates for the future, 
particularly where it had found the ex- 
isting rates unreasonable. Indeed, it is 
difficult to see how it could have 
adopteg any other view. Yet in the So- 
cial Circle case? and in the Maximum 
Rate case,* the United States Supreme 
Court held that the Act made no specific 
grant of authority to the Commission to 
prescribe rates to control in the future. 

In the latter case the Court empha- 
sized the importance of the question, 
the huge size of the railroad properties, 
the billions of dollars invested in them, 
and the large tonnage of freight han- 
dled. It simplified the question before 
it to this: How did Congress intend to 
correct the abuses shown to exist prior 
to the passage of the Act, and what 
control did it take of the business of 
the railroads? The Court said that 
Congress could have prescribed rates; 
or it might have committed this duty to 
some subordinate tribunal; or it might 
leave with the railroad companies the 
right to fix rates subject to restrictions 
as well as to the old rule that rates 
must be reasonable. Upon examination 
of the statutes of different states and of 
the general question of law involved, the 
Court came to the conclusion that Con- 
gress had “not conferred upon the 
Commission the legislative power of 
prescribing rates either maximum or 
minimum or absolute.” 

2I. L. Sharfman, The Interstate Commerce 
Commission, Vol. 1, p. 24. 

3 Cin. N. O. & Tex. Pac. Ry. v. Int. Com. 
Com., 162 U. S. 184 (1896). 


4 Interstate Com. Com. v. Cin. N. O. & Tex. 
Pac. Ry. Co., 167 U. S. 479 (1897). 
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In the same year, the Court held in 
the Alabama Midland caseë that rail- 
road competition created dissimilarity 
of circumstances and conditions suffi- 
cient to justify a rail carrier in main- 
taining a lower rate to a farther distant 
point than to a less distant point over 
the same line or route, thus nullifying to 
a considerable extent the principle set 
up in Section 4 of the Act and in certain 
decisions of the Commission interpret- 
ing it. 


INCREASED POWERS CONFERRED 


The Commission, upon finding as a 
result of these court decisions that it 
had no effective authority over rates or 
over discriminations of the sort intended 
to be prohibited by Section 4, proceeded 
to give full publicity to the abuses aris- 
ing from practices of the railroads and 
shippers, and to explain the railroad 
regulation problem. It stressed the ne- 
cessity for adequate powers, and made 
recommendations for additional legisla- 
tion to clarify the law. It was not until 
the passage of the Hepburn Act of 
1906,° however, that effective Federal 
railroad regulation came into play. 

The Hepburn Act gave the Commis- 
sion definite authority to prescribe a 
maximum rate for the future and the 
regulation or practice to be observed to 
correct an unlawful condition. Other 
provisions authorized the entry of or- 
ders awarding reparation against the 
carriers for violations of the statute; 
authorized the Commission to establish 
through routes and joint rates and to 
prescribe divisions of joint rates; pro- 
hibited, by the commodities clause, the 
transportation by a railroad of com- 
modities in which it had an interest (ex- 
cept timber and company material); 
amplified the provisions relating to the 
filing, posting, and observance of tariffs; 


5 Interstate Commerce Commission v. Ala- 
bama Midland Ry. Co., 168 U. S. 144 (1897). 
8 34 Stat. 584, June 29, 1906. 
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authorized the Commission to require 
monthly or special reports and to pre- 
scribe the form of accounts and records; 
included within the jurisdiction of the 
Commission pipe-line companies carry- 
ing oil, express companies, and sleeping- 
car companies; and increased the Com- 
mission from five to seven members. 
Experience with the amended Act 
showed that additional powers were 
necessary to give effective regulative 
control of the railroads. The Mann- 
Elkins Act of 19107 gave the Commis- 
sion power to suspend and investigate 
new schedules of rates filed by the car- 
riers; revised the long-and-short-haul 
provisions of Section 4 by eliminating 
the words “under stibstantially similar 
circumstances and conditions”; included 
the aggregate-of-intermediate-rates pro- 
vision; and made certain other modi- 
fications. 
The Mann-Elkins Act also created a, 
special tribunal termed the Commerce 
Court and vested in it exclusive original 
jurisdiction to review orders of the 
Commission. This was intended to 
speed the settlement of the legality of 
Commission orders. A study of its 
functioning during its short life should 
prove instructive to those who today 
advocate the creation of similar tribun- 
als as separate administrative courts to 
pass upon the legality of the orders of 
administrative and quasi-legislative bod- 
ies. The Commerce Court, whether its 
functions were not clearly limited or the 
ground had not been sufficiently laid for 
it and hence it had been established be- 
fore its proper time to appear upon the 
scene, or for some other reason, failed to 
operate successfully. It did not speed 
procedure, and it impinged upon the 
Commission’s functions. Its value in 
the regulative field was challenged from 
its inception. In 1913 it was abolished 
and its jurisdiction transferred to the 
district courts of the United States. 


736 Stat. 539, June 18, 1910. 
. 


ADDITIONAL LEGISLATION 


Between the enactment of the Mann- 
Elkins Act and the period of Federal 
control beginning January 1, 1918, im- 
portant additions were made to railway 
regulative legislation. One was the 
Panama Canal Act of 1912.2 That Act 
prohibited railroads from continuing 
ownership or operation of water lines 
which would prevent or decrease com- 
petition. The Commission was made 
the trier of the fact of such competition 
and was given authority to permit con- 
tinuance of operation of water lines by 
rail carriers under certain conditions. 
The Act also empowered the Commis- 
sion to bring about equal treatment of 
water lines by rail lines; to drder the 
establishment of physical connections 
between the rail lines and the.dock at 
which interchange of traffic might be 
made; and to prescribe through routes 
and maximum joint rates over such rail 
and water lines. 

A second very important addition to 
the Commission’s duties was the Valua- 
tion Act of 1913.9 The question of the 
valuation of the railroads as an impor- 
tant factor in regulation had been em- 
phasized from the beginning. The “fair 
value” rule enunciated by the United 
States Supreme Court in Smyth v. 
Ames 1° made it imperative that the de- 
termination of value should be made. 
This work very actively engaged the 
attention of the Commission, the rail- 
roads, and the states for the two dec- 
ades following the enactment of 1913. 

A third important measure was the 
Esch Car Service Act of 1917.1 The 
Mann-Elkins Act had provided that the 
railroads should make reasonable regu- 
lations for interchange of cars and re- 
turn of cars, but no power was con- 


8 37 Stat. 566, Aug. 24, 1912. 
237 Stat. 701, March 1, 1913. 
10 169 U. S. 466 (1898). 
11 40 Stat, 101, May 29, 1917. 
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ferred on the Commission to prescribe 
rules relating to car service. Conges- 
tion, car shortages, and embargoes aris- 
ing out of traffic difficulties resulting 
from wartime conditions showed the 
necessity for legislation to guide and 
control car service. The Esch Act gave 
the Commission authority to examine 
car service rules and to prescribe rea- 
sonable rules and practices. 

In addition to the legislation men- 
tioned, an amendment passed on August 
9, 1917 increased the membership of 
the Cammission from seven to nine. 
Important supplementary statutes deal- 
ing with block signals, hours of service 
of certain railway employees, safety ap- 
pliances, accident reports, locomotive- 
boiler inspection, and prescription of 
railway mafl pay rates, were passed 
prior to the period of Federal control. 
All of these placed additional powers 
and duties upon the Commission. 

This steady expansion of regulative 
power substantially completed as a 
practical matter the primary object of 
the original legislation—the regulation 
of rates and practices to abolish dis- 
criminations of every kind and to pro- 
vide as far as possible reasonable rates 
and rules. 


RAILROAD EXPANSION 


In the period under consideration the 
railroad industry, as well as industry 
in general, expanded and developed. 
Railroad mileage which in 1900 was 
193,000 miles had increased to 240,000 
miles by 1910. Between 1900 and 
1910, passenger miles doubled and 
freight ton-miles increased 80 per cent. 
Both passenger traffic and freight traf- 
fic continued to increase in the next 
seven years. But operating expenses 
and taxes were increasing faster than 
revenues. In 1908 the operating ratio 
increased to 70 per cent, and from 1912 
to 1915 the ratio was 70 per cent or 
more in every year. In 1916 it tempo- 
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rarily fell to about 65 per cent. The 
railroads then as.enow sought to better 
their financial condition by general in- 
creases in their rates. Their first at- 
tempt, made in 1910, was not success- 
ful. Another effort, made in 1913, was 
partially successful.t? Proposals to in- 
crease commodity rates in the western 
district in 1915 met with very limited 
approval, and a more ambitious pro- 
gram for substantial general increases in 
1917 was likewise approved only in 
part.1t The reports in the proceedings 
- cited discussed at considerables length 
the condition of the carriers and their 
financial needs, but it was clear that the 
existing statutes did not set up sufficient 
standards as legislative guides to the 
Commission to enable it to deal with 
rates generally in relation t such needs. 


War AND Postwar Poricy 


Federal control of the railroads be- 
ginning January 1, 1918, was made 
necessary by recurring traffic conges- 
tions, embargoes, and other difficulties 
arising from wartime conditions. ` There 
was urgent need for unified control and 
operation to solve such difficulties. 
This was pointed out by the Commis- 
sion in a special report to Congress on 
` December 5; 1917, in which the possi- 
bilities of operations under direction of 
the President were referred to. During 
the period of Federal control which ter- 
minated on March 1, 1920, the Com- 
mission’s regulative powers and duties 
of course were considerably curtailed, 
but the Commission furnished material 
and information to the Director-General 
in addition to its routine functions. 

The end of the war and the necessity 
for returning the railroads to their own- 
ers brought to the attention of Congress 


12 The Five Per Cent Case, 31 LC.C. 351 
(1914); 32 I.C.C. 325 (1914). 

131915 Western Rate Advance Case, 35 
I.C.C. 497 (1915). 

14 The Fifteen Per Cent Case, 45 I.C.C. 303 
(1917). 
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the whole question as to what policy 
should be adopted for regulation of the 
railroads in the future. The Commis- 
sion in its annual report for 1919 out- 
lined the situation, opposed government 
ownership or operation, and recom- 
mended a continuance of the policy of 
private ownership and operation under 
governmental regulation, but said that 
this regulation should be broadened, ex- 
tended, and amplified. The policy prior 
to this time had been one which empha- 
sized reasonableness of rates and fair 
practices, and was directed almost solely 
to regulation and control of the activi- 
ties of railroads in their relation to ship- 
pers. It was realized as a result of 
regulation and of the experiences of the 
wartime period that legislation should 
be directed to insure, if possible, a rea- 
sonably permanent status for the rail- 
roads, to secure transportation systems 
adequate to meet the needs of the Na- 
tion, and to furnish efficient service at 
the lowest cost consistent with such 
service. 


TRANSPORTATION Act, 1920 


The Transportation Act, 1920,° also 
referred to as the Esch-Cummins Act, 
was an ambitious attempt to create a 
fully rounded scheme of regulation, and 
in the attempt it increased the Commis- 
sion’s powers and responsibilities. By 
this Act the membership of the Com- 
mission was increased from nine to 
eleven, the present number. The Act 
established a definite legislative rule of 
rate making which made it the duty of 
the Commission to fix rates which, as 
nearly as possible, would yield the car- 
riers a fair return. It provided also for 
a recapture of excess earnings, but this 
feature proved impracticable and it was 
repealed in 193326 Valuation of the 

15 41 Stat. 474, Feb. 28, 1920. 

16 See Interstate Commerce Commission Ac- 
tivities, 1887-1937, Chap. 13, pp. 203-10. Pre- 
pared by direction of the Commission, Wash- 
ington: Goyt. Printing Office, 1937. 
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carriers made by the Commission was to 
be used in determining the rate basis, 
and this gave added impetus to the valu- 
ation work of the Commission. The 
rule of rate making required that rail- 
way credit and its necessities should be 
given full consideration, as well as the 
matter of reasonable rates to the ship- 
pers. This subsequently formed the 
basis for numerous requests for in- 
creases in rates by the railroads. The 
Commission was also given authority to 
prescribe minimum as well as maximum 
rates, and was given greater authority 
to order railroads to remove discrimina- 
tions against interstate commerce 
brought about by lower intrastate rates. 


CONSOLIDATION OF RAILROADS 


Emphasis upon the financial aspects 
of railroad operations made it neces- 
sary to increase the Commission’s pow- 
ers over the financial practices and over 
the relation between carriers. Provi- 
sions were made to give the Commission 
authority over railway security issues 
and interlocking directorates. It was 
also required to investigate grouping of 
railroads and to prepare and adopt a 
plan which would group all the railroad 
properties into a limited number of sys- 
tems. The Commission undertook this 
work at once and published a tentative 
plan on August 3, 1921.7 A complete 
plan was issued on December 9, 1929.18 

The consolidation provisions were 
amended in 1933: (1) to facilitate uni- 
fication preceding actual consolidation ; 
(2) ‘to make a holding company partici- 
pating in unification subject to the au- 
thority of the Commission; and (3) to 
‘omit the requirement as to relation be- 
tween the value of the properties in- 
volved in proposed consolidations and 
the capital obligations of the proposed 


1? Consolidation of Railroads, 63 1.C.C. 455 
(1921). 

18 Ibid, 159 I.C.C. 522 (1929). 
185 T.C.C. 403 (1932). 


See also 


corporation. By the end of 1935 the 
transactions and agreements approved 
included approximately 17,341 miles of 
railroad of subsidiaries or connecting 
railroads which were united with prop- 
erties of larger carriers.?® 

Other provisions, important in the de- 
tailed aspects of regulation, were in- 
cluded in the Transportation Act, 1920. 
Many of these were the result of the 
Commission’s experience and recom- 
mendations. 


RAILROAD REHABILITATION 


The physical and financial state of 
the railroads upon their return to pri- 
vate operation in 1920 required some- 
thing more than merely regulative con- 
trol; it required also legislative action 
to aid in thé rehabilitation of the whole 
railroad transportation system. The 
Transportation Act was enacted with 
that situation in view. It provided for 
loans from the Federal Government dur- 
ing a transition period; for the guaranty 
of certain railway operating income for 
a period of six months; and for the re- 
imbursement of deficits in railway op- 
erating income, under certain specified 
conditions, to railroads which had not 
been under Federal control. A revolv- 
ing fund of $300,000,000 was made 
available for loans, and the Commission 


‘had to certify the need for such loans 


and the prospective earning power of 
railroad applicants. The aids provided 
for the carriers under the rate provi- 
sions of the new Act were also promptly 
extended. 

In April and May 1920, applications 
were filed by the carriers at the sugges- 
tion of the Commission’ to assist it in 

19 For illustration of such proceedings see 
Southern Pacific (Texas and Louisiana Lines) 
Consolidation, 199 1.C.C. 47 (1934) in which 
conditions imposed were accepted. Compare, 
Rock Island System Consolidation, 193 LC.C. 
395 (1933) where conditions imposed were 
not accepted and the proceeding was later 
dismissed. 


158 

Py 
complying with that section (15a) un- 
der which recognition was to be given 
to the revenue needs of the carriers 
through the rates and charges for trans- 
portation service. The Commission af- 
ter full hearings arrived at the con- 
clusion that general increases were 
necessary to meet the requirements of 
the statute, and promptly authorized 
increases of: 40 per cent in the eastern 
group; 25 per cent in the southern; 35 
per cent in the western; and 25 per cent 
in the Mountain-Pacific.2° In 1922, 
however, these increased freighé rates 
were reduced approximately 10 per 
cent.” 

Between 1920 and 1929, under the 
beneficent influence of increased rates 
and higher earnings, the railroads be- 
came a ‘well-maintained ard relatively 
strong transportation system. This 
change was due to many factors—im- 
proved credit, improvements in the rail- 
way plant, and increased revenues. 
These favorable conditions attracted 
large amounts of capital to the railroad 
industry, which made it possible for the 
carriers to modernize their plants and 
improve their service. From 1920 to 
1929 the main part of the new money 
was devoted to additions and better- 
ments rather than to new lines and ex- 
tensions. Old and obsolete equipment 
units were retired, but capacity was in- 
creased by new and better locomotives 
and cars, heavier rails, and other im- 
provements. These efforts, together 
with increased operating efficiency, led 
to lower operating costs, with a higher 
quality and greater amount of service to 
the public. 


DEPRESSION OF THE RAILROADS 


In 1930 there was a decline in traffic 
which marked the beginning of the de- 
pression years for the railroads. In 


20 See Increased Rates, 1920, 58 I.C.C. 220, 
246. 
21 Reduced Rates, 1922, 68 I.C.C. 676. 
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1931 depletion of reserves and further 
declines both in traffic and in revenues 
indicated that the railroad industry, 
along with other industries, was entering 
a period of serious financial stress. De- 
pressed railway earnings were not 
wholly due to the general business re- 
cession. They were due also to the in- 
creasing activities of competitive trans- 
portation agencies, particularly the 
motor carriers.2? From all causes, the 
1933 railway operating revenues had 
become less than one-half of those of 
1929, 

The management of the railroads 
tried to check the decline in their earn- 
ings by drastic economies, including a 
10 per cent wage reduction effective in 
1932, designed to adjust operating costs 
to reduced revenues. The difference, 
however, between the opposing items, 
revenues and costs, gradually narrowed, 
making it more and more difficult for 
the carriers to meet their interest obli- 
gations, and still more difficult to pay 
dividends to their owners. In their dis- 
tress the managements again sought re- 
lief through an increase in rates, but 
by this time it was becoming clear that 
an increase in charges did not possess 
its one-time potency. Increases in rates 
had a tendency ultimately to reduce 
earnings through reductions in volume 
of traffic, and reductions in traffic, re- 
gardless of the cause, meant a decrease 
in the sale of the only thing the rails 
had to sell—transportation service. 

The Commission refused to sanction 
the 15 per cent increase proposed by 
the carriers, upon the ground that such 
an increase would increase revenue, if 
at all, only temporarily, and that its 
ultimate effect would be harmful to the 
railroads rather than helpful. It also 
was convinced that the increase would 
raise the charges on many commodities 


22 See Interstate Commerce Conimission An- 
nual Reports: 1931, pp. 95-107; 1932, pp. 10, 
18-22, 
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above a reasonable level. The Com- 
mission proposed a plan by which sur- 
charges would be added for a limited 
time to the existing charges on certain 
commodities, and the proceeds there- 
‘from would be pooled to aid the most 
needy carriers. This pooling plan was 
changed at the request of the railroads 
to a lending plan, financed by the 
surcharges, undertaken by a carrier- 
operated railroad credit corporation. 
The charges became effective January 
4, 1932, and after extension of the orig- 
inal period, expired September 30, 1933. 

The total surcharges made available 


to the credit corporation up to March’ 


31, 1933 amounted to $75,422,411. 
Most of the amount was loaned, but 
after the said date surcharges were re- 
tained by the earning carrier.’ The 
surcharge plan with the loan feature 
proved a valuable device for saving the 
railroad industry from defaults which 
otherwise might have resulted. A sur- 
charge plan with a pooling feature as 
proposed by the Commission for direct 
assistance, instead of loans, to the most 
needy carriers may yet prove the more 
desirable plan. This financial assist- 
ance through increase in charges was 
supplemented by additional assistance 
under the Reconstruction Finance Cor- 
poration Act, approved January 22, 
1932. 


RELEVANT LEGISLATION 


In the first part of the depression pe- 
riod the powers and duties of the Com- 
mission were enlarged or modified by 
three acts not in themselves amend- 
ments to the Interstate Commerce Act. 
These were: the Reconstruction Finance 
Corporation Act of 1932, by which 

28 Fifteen Per Cent Case, 1931, 178 I.C.C. 
539, 576. 

24 See Interstate Commerce Commission An- 
nual Reports: 1932, p. 11; 1933, p. 12; 1935, 

. 20. 
j 2547 Stat, 5; 49 Stat. 2; U. S. Code Title 
15, Sec. 601, 605. 


the Corporation was authorized to make 
loans, under certain gonditions, to rail- 
roads for various purposes upon ap- 
proval of the Commission; the Bank- 
ruptcy Act, as amended March 3, 
1933,” to provide for hearings, adop- 
tion of reorganization plans, and so 
forth by the Commission in connection 
with proceedings for reorganization of 
insolvent railroads; and the National 
Industrial Recovery Act of 1933,” 
which also provided for loans to rail- 
roads for maintenance and for equip- 
ment purchases. 

The loan statutes were essentially 
palliative, in that they helped to tide 
the railroads over a particularly bad 
period but did not solve any of the 
problems of railroad organization and 
finance. The reorganization statute 
which amended the Bankruptcy Act is 
intended to aid in re-establishing, as 
soon as possible, insolvent carriers upon 
a stronger financial basis. Redrafting 
the financial setup of a major trans- 
portation property is no small under- 
taking. It requires, among many other 
things, a forecast of future earnings. 
The rapid changes in business in the 
past, and the present low basis of earn- 
ings, make forecasting a hazardous un- 
dertaking, and therefore security hold- 
ers in most instances are extremely 
reluctant to accept a plan based upon 
it. Progress in completing reorganiza- 
tions must necessarily be slow under the 
provisions of the present statute. 


1932 To 1934 


Railway income reached a low point 
in 1932.78 The real emergency facing 


2647 Stat. 1474 (again amended in 1935 
and 1936). See U. S. Code Sup. ITI, Title 11, 
Sec. 205. 

2748 Stat. 202, U. S. Code,, Title 40, Sec. 
403 (a) (4). $ 

28 The decline in income for Class I steam 
railroads was extraordinary: In 1929 the net 
income after fixed charges was $896,807,000; 
in 1930 it was $523,907,000; in 1931 it was 
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the railroads and their future as trans- 
portation agencies was recognized by 
all. To aid in this situation the Presi- 
dent on May 4, 1933, in his message to 
Congress recommended the establish- 
ment of a temporary office of Federal 
Co-ordinator of Transportation. A 
“bill to accomplish this was attached to 
and made part of the Rayburn bill to 
regulate holding companies and to pro- 
vide a new rule of rate making. The 
whole bill, called the Emergency Rail- 
road Transportation Act, 1933, was 
passed on June 16, 1933. Tite I of 
that Act created the temporary office of 
Co-ordinator, and Title II contained 
amendments to the Act regulating hold- 
ing companies, repealed the recapture 
provisions, and modified valuation pro- 
cedure, ° 

The new rule of rate making con- 
tained in the amendments instructed the 
Commission to consider, among other 
matters, when exercising its power to 
prescribe just and reasonable rates, the 
effect of rates on the movement of traf- 
fic; the need, in the public interest, of 
adequate and efficient railway trans- 
portation service at the lowest cost con- 
sistent with the furnishing of such serv- 
ice; and the need of revenues sufficient 
to enable the carriers, under honest, eco- 
nomical, and efficient management, to 
provide such service. 

Railroad net income figures, after 
fixed charges, for Class I steam rail- 
roads showed a deficit of $5,863,000 in 


$134,762,000; and in 1932 there was a defi- 
ciency, or deficit, in such income of $139,- 
204,000. 

2948 Stat. 211. U. S. Code, Title 49 c. 7, 
sec. 250. The emergency powers contained in 
Title I comprising Sections 1 to 17 expired 
June 16, 1936, For full accounts of the work 
of the Co-ordinator see the four reports of 
Federal Co-ordinator of Transportation: first 
report (1934) 73rd Cong. 2nd Sess., S. Doc. 
119; second report (1934) 73rd Cong. 2nd 
Sess., S. Doc. 152; third report (1935) 74th 
Cong. Ist Sess., H. Doc. 89; fourth report 
(1936) 74th Cong. 2nd Sess., H. Doc. 394. 





Tue ANNALS or THE AMERICAN ACADEMY 


. 


1933 and a deficit of $16,887,000 in 
1934. There was an improvement in 
1935, when the figures showed a net 
income, after fixed charges, of $7,- 
539,000. , 

In 1934 the carriers again requested 
freight-rate increases upon the ground 
of rising material costs and increased 
labor expense due to wage restorations. 
The proposed increases in rates varied 
as between commodities, but in the ag- 
gregate amounted to about 10 per cent. 
The Commission again declined to sanc- 
tion the increases as proposed, but ap- 
proved a plan for smaller increases as 
temporary surcharges specified for par- 
ticular commodities.*° 

In 1934 the Commission, taking not- 
ice of the serious and persistent decline 
of the railway passenger business and of 
the increased activities of competing 
agencies in the passenger field, insti- 
tuted an inquiry into the lawfulness of 
railroad passenger fares and Pullman 
surcharges. As a result of its investi- 
gation the Commission early in 1936 
issued a report fixing a maximum fare 
basis of 2 cents per mile in coaches and 
3 cents per mile in sleeping and parlor 
cars, and eliminated the Pullman sur- 
charge." This was a general reduction 
from the maximum passenger fare of 
3.6 cents per mile prescribed in 1920. 
Lower rates had been previously pub- 
lished in certain parts of the country, 
particularly in the South and the West, 
with good results as to volume of traffic: 
and revenue. 


1936 To 1938 


Net income, after fixed charges, for 
Class I steam railroads amounted to 
$164,630,000 in 1936, a very marked 


30 Emergency Freight Charges, 1935, 208° 
I.C.C. 4. See also supplementary reports 
215 I.C.C. 439 (1936), and in General Com- 
modity Rate Increases, 1937, 223 L.C.C. 657 
(1937). 

31 Passenger Fares and Surcharges, 214 
LC.c. 174. 
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improvement over the preceding four 
years, but in 1937 this dropped to $98,- 
058,000. Operating revenues in 1936 
included the proceeds of authorized 
emergency charges estimated by the 
carriers to be $119,789,379. The elim- 
ination of these charges, by the time 
limit imposed, at the end of the year 
was or would be offset to some extent 
by increases in certain others estimated 
to total in all $84,309,125. The dif- 
ference between this figure and $119,- 
789,379, or $35,480,254, was the rail- 
roads’ estimate of annual loss sustained 
by Class I railroads due to discontinu- 
ance of emergency charges. 

Based upon these figures and upon in- 
creased operating and other costs, the 
railroads in November 1937 petitioned 
the Commission for authority to in- 
crease all existing freight rates and 
charges generally 15 per cent subject 
to certain exceptions, and to increase 
coach passenger fares in eastern terri- 
tory to 2.5 cents per mile. The Com- 
mission expedited the hearings and re- 
ceived testimony or verified statements 
from more than a thousand witnesses, 
and on March 8, 1938 issued its report 
finding the particular proposals for in- 
creases in freight rates not justified as 
a whole but justified in certain particu- 
lars.3? 

The maximum increase found justi- 
fied was 10 per cent, but increases on 
certain excepted commodities were lim- 
ited to 5 per cent and on certain others 
to specified amounts. A few were ex- 
empted. The effective increases accom- 
plished under authority of certain prior 
decisions were to be considered as part 
of the increases authorized. It remains 
to be seen what effect these permissive 
rate changes will have upon the reve- 
nues of the carriers. 

In a subsequent decision made in 
April 1938 as to passenger fares in 


32 Fifteen Per Cent Case 1937-1938, 226 
I.C.C. 41, 136-41. 


coaches on the eastern railroads, the 
proposed increase in the basic fare from 
2 cents to 2.5 cents per mile was found 
not justified, and no increase was per- 
mitted at that time; but in July 1938, 
after further hearing, the proposed in- 
creased fare was permitted on those 
roads for a trial period of eighteen 
months.** 


Score oF RAILROAD INDUSTRY 


In conclusion, an indication of the 
scope of the railroad industry subject 
to theeCommission’s jurisdiction may be 
obtained from data presented in a re- 
port to the President by a committee 
composed of the Chairman and two 
other members of the Commission and 
included in the President’s message to 
Congress oi April 11, 1938.54 

The Commission’s statistics cover 
1,470 steam railway corporations, of 
which 782 are operating companies. 
These are largely grouped into systems 
of two or more operating, leased, and 
inactive companies, so that fewer than 
677 companies can be considered inde- 
pendently operated. Many of these 
have minority stock interest in other 
companies. Of the 782 operating com- 
panies, the 139 largest collected about 
97 per cent of the total revenues of 
$4,197,464,000 of all the steam railways 
in 1936. These are the line-haul Class I 
railroads, each of which had over $1,- 
000,000 operating revenues annually. 
Of these, 37 were in receivership or 
trusteeship at the time of the report 
under consideration.®* 

Road mileage of all steam railroads 

33 Eastern Passenger Fares in Coaches, 227 
I.C.C. 17, 685. 

34 Immediate Relief for Railroads, 75th 
Cong. 3rd Sess., H. Doc. No. 583 (71 pp.), 
pp. 19-44. This contains on pp. 9-17 com- 
prehensive comparative tables prepared by 
the Commission’s Bureau of Statistics show- 
ing revenues and expenses of the several types 
of transport in the United States. 

35 On July 1, 1938 the corresponding num- 
ber ‘was 39, 
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on December 31, 1936 was 240,104, of 
which the Class I roads and their lessor 
and proprietary subsidiaries had 93 per 
‘cent. Total equipment of all the com- 
panies consisted of 48,009 locomotives, 
1,813,837 freight-train cars, and 41,390 
passenger-train cars. There were also 
7,998 cars of the Pullman Company and 
287,662 private freight cars not directly 
owned or leased by the railroads. These 
were mostly refrigerator and tank cars. 

The actual outstanding capitalization 
of Class I line-haul operating companies 
at the end of 1936 was: aggregate*stock, 
$8,029,965,000 par value; and aggre- 
gate funded debt unmatured, $10,001,- 
038,000, not including $491,584,000 of 
matured debt unpaid. The total of 
their stocks and unmatured debt was 
$18,031,000,000, of which tHe debt rep- 
resented 55.5 per cent. 

The Commission in the Fifteen Per 
Cent Case, 1937-1938 (see footnote 32) 
took the value of the property used by 
the Class I railways as being $19,972,- 
000,000, as compared with their total 
book assets, including investment in 
road, equipment, and securities of other 

_ companies, and current and other assets, 
of $24,680,618,000 after deducting $2,- 
485,948,000 accrued depreciation. 


DECLINE IN TRAFFIC AND INCOME 


The most important fact of the pres- 
ent railroad situation is the extent to 
which both freight and passenger traffic 
has declined since 1929. From 1929 to 
1936, tons of freight originated on Class 
J, IL, and ITT railroads declined over 28 
per cent, and the number of passengers 
carried declined more than 37 per cent. 
Revenue ton-miles decreased by over 
24 per cent, and revenue passenger- 
miles by more than 27 per cent. 

These traffic declines are the more 
serious because of the declining revenues 
per ton-mile and per passenger-mile. 
The revenue per ton-mile for all freight 
traffic for all three classes of railroads 
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decreased from 1.088 cents in 1929 to 
0.984 cent in 1936, or about 10 per 
cent. This was due chiefly to voluntary 
reductions by the rail carriers to meet 
competition. i 

Railway freight revenues for all three 
classes declined from some $4,900,000,- 
000 in 1929 to less than $3,400,000,000 
in 1936, or over 31 per cent. Railway 
passenger revenues for the same roads 
decreased from about $876,000,000 in 
1929 to $413,000,000 in 1936, or nearly 
53 per cent. 

Although operating expenses of these 
three classes of railroads were reduced 
approximately 35 per cent, the total net . 
railway operating income decreased 
from nearly $1,300,000,000 in 1929 to 
about $676,000,000 in 1936, or over 46 
per cent. 

The decline in railway rates since 
1929 is largely the result of voluntary 
reductions brought about by competi- 
tion of other agencies of transportation, 
and that competition prevents the resto- 
ration of the higher rates. The extent 
of such competition is set forth in the 
report of the committee of Interstate 
Commerce Commissioners last spring to 
the President.°* 


This review may be of some assist- 
ance to those who are studying pro- 
posals for further legislation. As an 
additional aid I submit the following 
general list of statutes treating of trans- 
portation matters: 


GENERAL List oF STATUTES TREATING 
oF TRANSPORTATION 
MATTERS 


RAILROAD TRANSPORTATION 
Interstate Commerce Commission: 
Interstate Commerce Act. U.S. Code, 
Title 49, c. 1, sec. 1. 
Acts supplementary to the Interstate 
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Commerce Act. U. S. Code, Title 
‘49, c. 2, sec, 41. 

Bills of Lading Act. U. S. Code, Title 
49, c. 4, sec. 81. 

Railway Mail Service. U. S. Code, 
Title 39, c. 15, sec. 522. 

Safety Appliances and equipment of 
cars and locomotives. U. S. Code, 
Title 45, c. 1, sec. 1. 

Hours of Service for employees. U. S. 
Code, Title 45, c. 3, sec. 61. 

Restraints and Monopolies. Clayton 
Antitrust Act. U. S. Code, Title 15, 
c. 1, secs. 12, 18, 20-26. 

Reorganization of Railroads. U.S. Code, 

Title 11, c. 8, sec. 205. 

Standard Time Act. U. S. Code, Title 

15, c. 6, sec. 261. 

Transportation of Explosives. 

' Code, Title 18, c. 9, secs. 382-86. 

Railway Labor Act. U. S. Code, Title 

45, c. 8, sec. 151. National Mediation 

Board, same, secs. 154-64. 

Railroad Retirement Act of 1937. U.S. 

Code, Sup. TTI, Title 45, c. 9, sec. 228. 

Care of Animals in transit. U. S. Code, 
Title 45, c. 4, sec. 71. 


MOTOR CARRIER TRANSPORTATION 
Interstate Commerce Commission: 
Motor Carrier Act 1935. U.S. Code, 
Sup. III, Title 49, c. 8, sec. 301. 


HicHways 
Secretary of Agriculture—Bureau of 
Public Roads: 
Federal Highway Act. 
Title 23, c. 1, sec. 1. 


` WATER TRANSPORTATION 
Interstate Commerce Commission: 
Interstate Commerce Act. U.S. Code, 
Title 49, c. 1, secs. 1, 5, 6. 
United States Maritime Commission: 
Merchant Marine Act, 1920. U. S. 
Code, Title 46, c. 24, sec. 861. 
Merchant Marine Act, 1928. U. S. 
Code, Title 46, c. 24A, sec. 891. 
Merchant Marine Act, 1936. U. S. 
Code, Sup. III, Title 46, c. 27, sec. 
1101. 
Shipping Act, 1916. U. S. Code, Title 
46, c. 23, sec. 801. 
Intercoastal Shipping Act, 1933. ` U. 
S. Code, .Title 46, c. 23A, sec. 843. 


U. S. Code, 


U. S.. 


Secretary of War: 

Inland Waterways Transportation. U. 
S. Code, Title 49, c. 5, secs. 141-43. 

Inland Waterways Corporation. Same, 
secs. 151-57. 

Use and navigation of navigable wa- 
ters. U. S. Code, Title 33, c. 1, 
sec. 1. 

Protection of navigable waters. U. S. 
Code, Title 33, c. 9, sec. 401. 

Bridges over navigable waters. U. S. 
Code, Title 33, c. 11, sec. 491. 

River and harbor improvement. U. S. 
Code, Title 33, c. 12, sec. 541. 

Mississippi River Commission. U. S. 
“Code, Title 33, c. 13, sec. 641. 

Secretary of Commerce: 

Bureau of Marine Inspection and Nav- 
igation. U. S. Code, Title 46, c. 1, 
sec. 1. ` 

Registry of Vessels. U. S. Code, Title 
46, c#2, sec. 11. 

Load Lines. U. S. Code, Title 46, c. 
2A, sec. 85; U. S. Code, Sup. II, 
Title 46, c. 2A, sec. 88. 

Inspection of Steam Vessels. U. S. 
Code, Title 46, c. 14, sec. 361. 

Regulation of vessels in domestic com- 
merce. U. S. Code, Title 46, c. 12, 


sec. 251. 
Transportation of Passengers and 
Freight—— 
Passengers. U. S. Code, Title 46, 
c. 15, sec. 451. 
Steerage Passengers. Same, c. 6, 
sec, 151. 


Explosive and dangerous cargo. 
Same, c. 7, sec. 171; U. S. Code, 
Sup. ITI, Title 46, c. 7A, sec. 178. 

Officers and crews of vessels. U. S. 
Code, Title 46, c. 11, sec. 221; 
United States Shipping Commission- 
ers, same, c. 18, sec. 541. 

Pilots and pilotage. U. S. Code, Title 
46, c. 10, sec. 211. 

Navigation rules on inland waters. U. 
S. Code, Title 33, c. 3, sec. 151; c. 
4, sec. 241; see also c. 5, sec. 301. 

Aids to Navigation— 

Lighthouse service. U.S. Code, Ti- 
tle 33, c. 16, sec. 711. 

Coast and Geodetic Survey. U. S. 
Code, Title 33, c. 17, sec. 851. 
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AIR TRANSPORTATION PIPE-LINE TRANSPORTATION 


Civil Aeronautics Authority: 


Title 45, c. 8, sec. 181. sec. 709. 


Walter M. W. Splawn, LL.D., Ph.D., is chairman of 
the Interstate Commerce Commission, Washington, 
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to the Committee on Interstate and Foreign Com- 
merce of United States House of Representatives, in 
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33, of Federal Power Commission 1931-32. He is 
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Interstate Commerce Commission: 


Civil Aeronautics Act, 1938. 52Stat.973. Interstate Commerce Act. U. S. 
National Mediation Board. Labor Code, Title 49, c. 1, sec. 1. See 
disputes. U. S. Code, Sup. III, also U. S. Code, Title 15, c. 15, 


Government Regulation of Railroads in the 
United States 


By Emory R. JOHNSON 


HE state and Federal governments 

in the United States have had a 
long experience in the regulation of rail- 
roads, but the problems connected 
therewith have not been finally solved. 
Indeed, the recent rapid development of 
the agencies, the facilities, and the serv- 
ices of transportation, accompanied by 
rapid economic, social, and political 
changes, has made the regulation of rail- 
roads a larger and more complicated 
task. The present situation of the rail- 
roads and of the relation of the govern- 
ment to them is especially critical and 
urgent. Congress, during the present 
_ Session, will have few if any questions 
of greater economic and social signifi- 
cance upon which to legislate. 


PRESENT REGULATION OF RAILROAD 
CHARGES AND REVENUES 


From the standpoint both of the pub- 
lic and of the carriers, government regu- 
lation of rates and revenues is of major 
importance. The public is not only en- 
titled to protection against unjustly 
high or unreasonably discriminatory 
rates, but it also shares with the car- 
riers the necessity for, and the responsi- 
bility of, establishing and maintaining 
rates that will enable the carriers under 
honest and efficient management to pro- 
‘vide the country with an adequate and 
ever improving system of railroad trans- 
portation. This concept of the joint re- 
sponsibility of government and carriers 
is of relatively recent origin; but since 
the World War, and particularly during 
the past decade, it has become increas- 
ingly definite and controlling. From 
being mainly punitive, regulation has 
become constructive and promotive, as 
well as correctional, in purpose and pol- 
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icy. That this aim has not been fully 
attained is indicated by the present con- 
dition of the railroads, whose revenues 
and expenses, and whose consequent 
financial status, are the result not only 
of adverse business conditions but also 
of current government policy concerning 
regulation and social legislation. 

The present legislative and admin- 
istrative policy of government regula- 
tion of railroad rates and revenues has 
resulted from an evolutionary process 
including a number of changes. Fur- 
ther changes are needed to meet the 
present situation. When the Interstate 
Commerce Act was first adopted, in 
1887, Congress prohibited unjustly high 
and unreasonably discriminatory rail- 
road rates and fares and created a Com- 
mission with authority to decide, upon 
complaint of shippers or travelers, 
whether the charges complained of were 
or were not lawful. The statute, as 
later interpreted by the Supreme Court, 
did not give the Commission power to 
prescribe rates and fares to be charged 
instead of those that might be found 
unlawful. While the Act of 1887 re- 
quired railroads to publish their rates, it 
was not until 1903 that it was made un- 
lawful for a carrier to charge less than the 
published rate. It was in 1906 that the 
Commission was given authority to pre- 
scribe the maximum, but not the actual, 
rates to be charged to take the place of 
those found, upon complaint of inter- 
ested parties, to be unlawful. This was 
a very limited power, and it was not un- 
til 1910 that the Commission was given 
real control over railroad rate making 
and rate structures. It was then that 
the Commission not only was given 
power to change such maximum rates as 
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were complained of by interested part- 
ies, but also wag authorized to make 
investigations, upon its own motion, of 
rates and rate structures, and to make 
changes therein. Moreover, the Com- 
mission could suspend rates and fares 
proposed by the carriers, and, withhold 
approval, pending an investigation to 
determine the reasonableness of the 
charges. Thus, since 1910, while rail- 
road rates and rate systems originate 
with the carriers the Commission de- 
cides what the individual rates and the 
rate structures shall be, and thug deter- 
mines the upper limits of railroad reve- 
nues from the traffic that is moved and 
the services that are rendered. 


The rate-making rules 


When, in 1920, the perio of Govern- 
ment wartime operation of the railroads 
- was brought to an end and the proper- 
ties were returned to their owners for 
operation, Congress was especially con- 
cerned with the restoration and stabili- 
zation of the credit of the railroads. By 
the Transportation Act of 1920 Con- 
gress sought to establish a definite 
standard in accordance with which the 
Commission was to regulate railroad 
charges. In the exercise of its regu- 
latory authority the Commission was so 
to fix and adjust rates and charges that 
they would yield the carriers as a whole 
or in territorial groups, under honest 
and efficient management, a fair return 
upon the value of the property devoted 
to the service of the public. For the 
first two years, 5.5 per cent per annum 
was to be a fair return. Thereafter the 
Commission was to decide what the fair 
rate of return was to be, and the rate 
was fixed at 5.75 per cent per annum. 
The statute also provided that, if an 
individual carrier in any year earned 
more than 6 per cent upon the value of 
its property, one-half of the excess 
should be paid to the Government for 
the creation of a fund from which loans 


Tue ANNALS oF THE AMERICAN ACADEMY ook 


might be made at 6 per cent per annum 
to carriers in need of funds for addi- 
tional equipment and facilities. 

The 1920 rule of rate making did not 
produce satisfactory results. The gen- 
eral level of railroad rates is necessarily 
determined mainly by economic factors, 
by business conditions, by competitive 
forces in industry, and by the competi- 
tion of railroads with one another and 
with automobiles, pipe lines, and car- 
riers upon the waterways. For a decade 
following the World War, business was 
so active that the railroads prospered 
despite the large increase in the volume 
of traffic handled by their competitors; 
but when the railroad traffic was se- 
verely reduced and intercarrier competi- 
tion was greatly intensified by the 
business depression that, with slight 
interruption, has prevailed since 1929, 
the revenues, gross and net, of the rail- 
roads began the decline that has brought 
insolvency upon companies owning one- 
third of the railroads, that is now pre- 
venting fully half of the railroads from 
meeting fixed charges, and is preventing 
nearly all companies from paying divi- 
dends on capital. Even in the pros- 
perous decade preceding 1930, the av- 
erage return upon railroad property 
devoted to the service of the public was 
less than the fair rate authorized by 
statute. This was probably due in part, 
but not entirely, to the regulatory pol- 
icy followed in administering the 1920 
statute. Railroad rates and revenues 
could have been kept on a higher level 
than they were kept during the pros- 
perous 1920s. 

That the 1920 rule of rate making 
had become ineffective was made mani- 
fest by the unpreventable fall in rail- 
road revenues and net income caused 
by the business depression that fol- 
lowed 1929; and when the Emergency 
Railroad Transportation Act of June 
19, 1933 was adopted, the 1920 rule 
together with the so-called “recapture 
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clause” was repealed and replaced by a 
more general rule that does not make 
it mandatory upon the Commission to 
fix rates that will yield a fair rate of 
return upon the property used in serv- 
ing the public. The 1933 rules provide: 


In the exercise of its power to prescribe 
just and reasonable rates the Commission 
shall give due consideration, among other 
factors, to the effect of rates on the move- 
ment of traffic; to the need, in the public 
interest, of adequate and efficient railway 
transportation service at the lowest cost 
consistent with the furnishing of such serv- 
ice; and to the need of revenues sufficient 
to enable the carriers, under honest, effi- 
cient and economical management, to pro- 
vide such service. 


It is evident from the present finan- 
cial condition of the railroads, whatever 
the causes may be, that the 1933 rule of 
rate making has not been effective in 
accomplishing the results intended. 
Doubtless the rule should be changed, 


1 The carriers favor the adoption by Con- 
gress of the following rule of rate making: 

“Section 15a (1). When used in this sec- 
tion the term ‘rates’ means rates, fares, and 
charges and all classifications, regulations and 
practices relating thereto. 

“(2). In the exercise of its duty to deter- 
mine just and reasonable rates the Commis- 
sion shall approve rates which will enable the 
carriers as a whole (or as a whole in each of 

“ such rate groups or territories as the Commis- 
sion may from time to time designate) to 
earn, under honest, efficient and economical 
management and reasonable expenditures for 
maintenance of way, structures and equip- 
ment, an aggregate annual net railway operat- 
ing income equal, as nearly as may be, to an 
amount not less than a fair return upon the 
aggregate value for rate-making purposes of 
the railway property of such carriers held for 
and used in the service of transportation, The 
Commission shall from time to time determine 
and make public what percentage constitutes 
a fair return upon such rate base and such 
percentage shall be uniform for all rate groups 
or territories which may be designated by the 
Commission. In determining the said value 
for rate-making purposes, the Commission 
shall -give due weight to the results of its 


investigation under Section 19a as these re- 
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but to make the change intelligently it 
is necessary to take’into account the 
factors that must be considered in pro- 
viding such government regulation as 
will make it possible for the railroads to 
obtain the net income essential to finan- 
cial stability. It will be well to state 
some of those factors. The subject is 
a complicated one and the analysis must 
be brief. 


RATIONAL REGULATION OF RAILROAD 
REVENUES AND EXPENSES 


Railfoad rate making is the result of 
carrier activity, modified, and largely 
controlled, by government regulation. 
The objective of both the carriers and 
the government is, or should be, the 
establishment and adjustment of rates 
that will yield gross revenues sufficient 
to cover the costs of service and to pro- 
vide a reasonable return on the property 
used in performing the services ren- 
dered. This objective can be attained 
only by such action of the carriers (in- 
cluding both management and labor) 
and of the government as will maintain 
a proper ratio between gross income and 
operating and capital expenses. The 
ratio to be maintained is not between 
two fixed quantities, or between two 
quantities subject to like variation. 
Both revenues and éxpenses vary with 
changing conditions and both must be 





sults may be modified by adding or sub- 
tracting the subsequent net increase or de- 
crease in the property investment accounts. 
The term ‘net railway operating income’ 
means railway operating income, including in 
the computation thereof debits and credits 
arising from equipment rents and joint facil- 
ity rents, In determining what constitutes 
the said fair return, the Commission shall give 
due consideration, among other things, to the 
needs of the country for adequate railroad 


_transportation and the necessity of maintain- 


ing railroad facilities that will provide such 
transportation: PROVIDED, That the Com- 
mission shall have reasonable latitude to mod- 
ify or adjust any particular rate which it may 
find to be unjust or unreasonable.” 
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kept flexible, otherwise government reg- 
ulation cannot be-successful. The task 
of the carriers and the government is to 
make and adjust rates which, despite 
the variations in volume and character 
of traffic and in the conditions of com- 
petition, will over a period of years yield 
the carriers an adequate income; but 
adequacy of income depends upon ex- 
penses to be met and thus upon the 
managerial and financial policy of the 
carriers, the policy of the government 
as regards social legislation and taxes, 
and the policy of labor organizations 
and the employers of labor regarding 
the fixing and adjustment of working 
conditions and wages. 

No rule of rate making can be made 
effective if government regulation ig- 
nores the necessity of maintaining over 
a period of years a general balance be- 
tween railroad revenues and expenses. 
To the extent that either income or 
expense is made inflexible, it will be 
difficult for the government to be suc- 
cessful in its regulation of railroads, 
however theoretically sound its rule of 
rate making may be. The effect upon 
the general financial stability of the 
railroads of the factors that control the 
rates and revenues of the carriers is no 
less determinative of the prosperity of 
the railroads than is the influence of the 
policy followed by the government and 
the railroad managers and employees 
concerning operating and other ex- 
penses. With the exception of the regu- 
lation of security issues and interest 
rates which the Federal Government has 
exercised, with fair but not complete 
success, for the past eighteen years, the 
public authorities that fix and adjust 
rates have very little control over rail- 
road expenditures. Moreover, the car- 
riers can exercise authority over only a 
minor portion of their operating ex- 
penses, except by reducing the services 
rendered and postponing maintenance 
and improvement of facilities. More 
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than three-fifths of all the operating 
expenses and the disposition of from 
two-fifths to nearly one-half of the op- 
erating income of the railroads are at 
present subject to social forces, and so- 
cial and tax legislation over which nei- 
ther the carriers nor the rate-regulating 
authorities have jurisdiction or control. 

It would not be practicable to give 
the rate-regulating authorities, and it is 
not suggested that they be given, control 
over the carriers’ expenditures for social 
welfare or for taxes, or over wages and 
working conditions; but it is certain 
that there must be flexibility in railway 
expenses as well as in income, if the 
railroads are to be given such financial 
stability as will enable them to mini- 
mize fluctuation in employment and to 
secure from private sources the capital 
required to provide the facilities and 
services needed by the public. In gen- 
eral, payments for services, whether in 
transportation or in other industries, 
must correspond to what can be ob- 
tained for—or the value. of—the prod- 
uct resulting from the services rendered. 
When general business conditions are 
prosperous and railroad traffic is in- 
creasing, railroad rates can and ought 
to be at a level that will enable wages 
and salaries to rise pari passu with ris- 
ing prosperity; but when in times of 
business depression the volume and 
value of what the railroads produce fall 
off wages and salaries must be tempo- 
rarily lowered. The amount and extent 
of such reduction can be lessened by a 
rate-making policy and a financial prac- 
tice that will permit and encourage the 
accumulation by the carriers in pros- 
perous times of substantial liquid sur- 
pluses to be drawn upon in lean years. 
Such surpluses, however, cannot, un- 
aided, carry the railroads through pe- 
riods of business depression. There 
must be flexibility in expenditures along 
with variations in income. Government 


legislation and labor union policy that 
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restrict such flexibility within the pres- 
ent narrow limits cannot fail to under- 
mine the ability of the railroads to 
maintain services and employment. It 
is in the general interest of railroad em- 
ployees, quite as much as of railroad 
management and investors, that there 
should be enough flexibility in railroad 
expenses to enable the railroads and the 
rate-regulating authorities to keep a 
proper adjustment between expendi- 
tures and income. 


RatTE-MAxkING-STATUTORY CHANGES 
AND COMMISSION POLICY 


While, as has been pointed out, it is 
not possible to make a specific rate of 
return upon property the basis or the 
standard in making and adjusting rail- 
road charges, the statute should require, 
and it should be the policy of the Inter- 
state Commerce Commission, that rail- 
road rates and fares shall, as far as pos- 
sible, be such as will give the carriers 
as a whole a reasonable rate of return 
upon the property used in serving the 
public—a rate of return upon invest- 
ment that will enable the carriers to se- 
cure from private sources the capital re- 
quired to provide, maintain, and stead- 
ily improve an adequate system of rail- 
road transportation. The purpose of 
such regulation is not alone that of 
dealing equitably with investors; its 
general purpose is to make possible the 
successful private ownership and opera- 
tion of railroads—a purpose in which 
the general public and the railway em- 
ployees as well as the owners of the 
railroads are interested. To further the 
accomplishment of this purpose, the 
statute should declare to be lawful rates 
or fares that are, upon investigation, 
found to yield not more than a fair re- 
turn upon the property devoted to the 
performance of the services for which 
the rates are charged. The statute 
should prohibit the government from 
lowering rates or fares that are found, 
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upon investigation, to be yielding less 
than a fair return upon the property 
used in performing the services. 

In carrying out its interpretation of 
the mandate of the present rule of rate 
making that “the Commission shall give 
due consideration, among other factors, 
to the effect of rates upon the movement 
of traffic,” the Commission has substi- 
tuted its judgment for that of the car- 
riers as to the effect of existing or pro- 
posed rates upon the volume of traffic, 
and has lowered passenger fares that 
were shown not to be covering operating 
and capital costs. In fixing freight rates 
the Commission has based some deci- 
sions upon its opinion, rather than upon 
the judgment of the managers of the 
railroads, as to effect of existing or pro- 
posed rate upon the volume of traffic 
and the revenues therefrom. This is 
definitely the exercise of managerial 
authority by the Commission; it puts a 
new phase upon government regulation 
and goes far to remove all limits upon 
government determination of railroad 
rates and revenues. The government is 
no longer concerned only with the deter- 
mination of the legality of present and 
proposed rates and fares; it assumes the 
responsibility of deciding what rates 
ought to be charged, with all that im- 
plies. A revised rule of rate making 
may wisely omit the requirement that 
the Commission shall consider the effect 
of rates upon the movement of traffic. 

The public is especially dependent 
upon railroad transportation. There 
must be continuity of service during pe- 
riods of business depression when reve- 
nues fall off, as well as in times of 
prosperity when income may be ample. 
To enable the railroads to minimize cur- 
tailment of service and reduction of em- 
ployment, and to avoid financial fail- 
ures, during business depression, they 
should have a substantial available 
financial surplus upon which they may 
draw during lean years, The accumula- 
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tion of such surpluses can be possible 
only if it be the rate-making and rate- 
regulating policy to maintain rates and 
other charges during prosperous times 
on a level that will yield carriers in the 
aggregate net incomes substantially 
above the normal average fair return 
over a period covering a complete busi- 
ness cycle. The surpluses thus made 
possible of accumulation should be suf- 
ficiently liquid to make them available 
when business conditions cut down traf- 
fic and revenues. | 

While rate making’ is necessarily a 
matter of carrier practice and govern- 
ment regulatory policy within the gen- 
eral limits fixed by law, it would be well 
to give statutory approval of the general 
principle and policy that railroad rates 
may be so established and regulated as 
to enable the carriers to accumulate sur- 
pluses in times of prosperity. It would 
also seem desirable to place legal limi- 
tations upon the rate of dividends that 
carriers may pay upon their stock when 
their net income is above normal. More- 
over, if the surplus funds of a railroad 
company are used in purchasing the se- 
curities of other railroads, it should be 
only with the knowledge and approval 
of the Commission, and the securities 
purchased should be those of carriers 
within a group that, in the judgment of 
the Commission, may properly be inte- 
grated into a consolidation. Again, if 
the policy of Federal taxes on undis- 
tributed profits is to be adhered to, the 
railroads should be exempted from the 
tax levy. 

Two other statutory changes concern- 
ing railroad rates should be made. One 
change, which is of relatively minor im- 
portance, is the repeal of the statute 
that requires the transcontinental rail- 
roads, having a total of 17,627 miles of 
road, the construction of which was 
aided by public land grants, to perform 
transportation services for the govern- 
' ment at reduced rates. There are now 
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69 agencies and departments of the gov- 
ernment that receive reductions in rates 
for transporting United States mail, 
troops, and government property. This 
change would add about $7,000,000 an- 
nually to the income of western and 
southern railroads that are in special 
need of larger revenue. There seems to 
be general public approval of this stat- 
utory change. oo 

A more important change in the pres- 
ent Federal regulation of railroad 
charges would be to widen the authority 
of the Interstate Commerce Commission 
over rates on intrastate traffic. The 
present Interstate Commerce Act, by a 
provision added, in 1920, authorizes the 
Interstate Commerce Commission, after 
an investigation and full hearing, to 
change intrastate rates that have been 
fixed by the authority of a state, when 
such rates on intrastate traffic are found 
to cause “undue, unreasonable or unjust 
discrimination against interstate or for- 
eign commerce.” However, when the 
Federal Commission establishes. inter- 
state rates that make necessary a re- 
adjustment of intrastate rates, the state 
authorities are not required by.the stat- 
ute to take action, and frequently do 
not act, to readjust the intrastate rates 
until hearings have been held by the 
Interstate Commission and an order has 
been issued by it. This procedure may 
involve a considerable delay in the revi- 
sion of intrastate rates, with a conse- 
quent loss of revenue to the carriers. 
Consequently the carriers have made 
the rational and justifiable recommenda- 
tion that the statute be, so changed that 
when the Interstate Commerce Commis- 
sion prescribes interstate rates it may 
“make findings as to what should be 
the basis of intrastate rates so as to 
avoid discrimination against interstate 
commerce and so that the intrastate 
rates may go into effect contemporane- 
ously with the changes in interstate 
rates.” The carriers have made th 
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further recommendation that the Inter- 
state Commerce Commission be given 
authority “to suspend a reduction in 
intrastate rates where there is a prima 
facie showing that a reduction in intra- 
state rates would unlawfully discrimi- 
nate against interstate commerce.” 
There may, however, be some question 
as to whether the adoption of the latter 
recommendation would not be a viola- 
tion of the Constitution. 

In addition to the problems connected 
with the government regulation of rates, 
revenues, and expenditures, that have 
been briefly discussed in the foregoing 
statement, there are at least three other 
general questions that must be consid- 
ered in any discussion of the present 
and future government regulation of 
railroads in the United States. They 
are the questions connected with the 
reorganization of insolvent railroad 
companies, with the regulation of rail- 
road financing and of holding com- 
panies, and with the accomplishment of 
such consolidation of railroads as is in 
the public interest. To keep this paper 
within proper limits, the discussion 
must be brief. 


REORGANIZATION OF INSOLVENT 
RAILROAD CoMPANIES 


With the possible exception of labor 
policy, the railway problem that prob- 
ably looms largest in the mind of the 
public is that created by the present 
unparalleled insolvency of railroad com- 
panies. Companies owning one-third of 
all the mileage of American railroads 
are being operated by receivers or trus- 
tees appointed by the courts, and there 


are many other companies which are | 


not earning their fixed charges and are 
being kept from financial reorganization 
in part by government loans and in part 
by the tolerance of creditors. This situ- 
ation is the result of nine years of nearly 
continuous business depression, and at 
the present moment the situation is not 
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brightened by a prospect of an early im- 
provement in economic welfare and 
traffic volume. Of course, no one need 
be so pessimistic as not to believe that 
the sun of prosperity will again be shin- 
ing; it is only a-question of how long it 
will be before the clouds begin to break 
and roll away. ; 
Under present conditions of subnor- 
mal traffic and earnings, the satisfactory 
financial reorganization of many if not 
most of the railroads now in receiver- 
ship or trusteeship is not possible. It 
is not ‘advisable to try to effect hasty 
reorganizations under adverse condi- 
tions, but an earnest effort should be 
made to bring about the financial recon- 
struction of the insolvent companies as 
soon as it can be done with equity to 
investors afd the public. In accom- 
plishing the task, the principles followed 
should be the avoidance of unnecessary 
sacrifice of equitable property rights, 
and the placing of future fixed charges 
well within the limits of reasonable esti- 
mates of future net income. It may be 
assumed that the courts, acting with the 
co-operation of the Interstate Com- 
merce Commission, will be guided by 
these principles, but it is probable that 
the task to be performed 'can be more 
readily and satisfactorily accomplished 
by some improvement in the machinery 
and procedure prescribed by Section 77 
of the Bankruptcy Act as amended to 
date. It would seem advisable to place 
the reorganization of railroads by re- 
ceivership or trusteeship procedure in ` 
charge of a special court of three judges, 
and also to give further consideration to 
the possible shortening of the procedure: 
to be followed by the Interstate Com- , 
merce Commission in working out the 
reorganization plans for submission to 
the Court. Moreover, it would seem 
possible to shorten the procedure to be 
followed in putting into effect a re- 
organization plan that has been ap- 
proved by the Court and has been 
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accepted by the creditors holding two- 
thirds of the bonds and other obliga- 
tions and by holders of two-thirds of 
the stock. That, however, involves 
problems of legal rights and procedure 
concerning which no opinion is here 
expressed. 


REGULATION OF RAILROAD FINANCING 
AND HOLDING COMPANIES 


The regulation by the Interstate 
Commerce Commission of the issue of 
securities by railroad companies was 
provided for by the Transportation Act 
of 1920: Had Congress, as recom- 
mended by President Taft, given the 
Commission this authority in 1910 when 
it adopted the Mann-Elkins Act, it 
would have checked the speculative 
railroad financiering that was then be- 
ing carried on and that was continued 
during the following decade. Not a 
few of the railroad companies now en- 
feebled by financial illness would thus 
be in healthier condition than they are. 
Likewise, had the government regula- 
tion of railroad holding companies been 
begun in 1910 instead of in 1933, it 
would have been to the advantage of 
the railroads and of the public they 
serve. 

The regulation of the issue of rail- 
road securities under the provisions of 
the Act of 1920 as administered by the 
Interstate Commerce Commission has 
been beneficial, especially since the Act 
of 1933 limited the possibility of practi- 
cally evading such financial regulation 
by means of holding companies that had 
previously been outside the Commis- 
sion’s jurisdiction. That the aim sought 
has, however, not been fully attained 
has been shown by recent investigations 
of holding company activities and of 
the intercorporate relations of the rail- 
roads. While railroad-owned holding 
companies, such as the Pennsylvania 
Company, may render a helpful service 
in building up and integrating a large 
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railroad system, such a company may 
also be used for stock purchases and 
financial operations for other purposes 
that are not in the public interest and 
that may not be in accordance with 
sound financial policies. The past his- 
tory of the New York, New Haven and 
Hartford and of other railroad com- 
panies affords ample proof of this. The 
holding company provisions of the 
Emergency Railroad Transportation 
Act of 1933 do not deal fully with the 
problem to be solved. While no rail- 
road may without the Commission’s 
approval, gain control of another rail- 
road by purchase of stock, there is noth- 
ing, as the Commission points out in its 
1937 Annual Report, 


to prevent a railroad company from ac- 
quiring stock of other railroad companies 
where the amount of stock purchased is 
insufficient to give the acquiring company 
control, or from acquiring stock of com- 
panies not engaged in interstate commerce. 
. .. The law as now in force does not pre- 
vent carriers from buying into many such 
undertakings . . . nor is the law adequate 
to protect the investor in railroad securi- 
ties... . 


The Commission, as the result of its 
investigations and experience, recom- 
mends 


that non-carrier railroad subsidiaries be 
brought within our jurisdiction, at least as 
to their accounting and the issuance of 
securities, and that restrictions be imposed 
on the expenditure of carrier funds, incur- 
ring obligations, or acquiring property by 
a carrier or its subsidiaries, except for the 
operation or legitimate improvement or 
development of its property. 


Two extensions of the scope of the 
Commission’s regulation of railroad 
financial operations are here recom- 
mended: that the financial operations 
of non-carrier railroad subsidiaries be 
made subject to Commission regulation, 
and that the acquisition of the securities 
of one railroad by another be made con- 
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ditional upon the Commission’s ap- 
proval. The adoption of the latter rec- 
ommendation would prevent the use of a 
railroad company’s income or credit for 
investment in the securities of other 
railroad companies except to carry out 
a consolidation that had been submitted 
to and approved by the Commission. 


The Commission’s recommendations 
may well receive favorable consideration 
by Congress. 


There is a declaration of policy that 
may be helpful if embodied in legisla- 
tion. In acting upon carrier proposals 
for the issue of securities, the Commis- 
sion now has authority to fix the condi- 
tions upon which its approval will be 
granted; and in sanctioning future bond 
issues, the Commission has begun to re- 
quire provision to be made for the 
amortization of the principal at a stipu- 
lated rate per annum. ‘The present 
financial conditions of most railroads 
make difficult if not impracticable the 
general enforcement of the principle of 
amortization of indebtedness; but the 
principle is sound, and when and as 
business conditions improve, it should 
be enforced. Mandatory legislation is 
not advisable, but a definite adoption 
of the principle by Congress might be 
helpful to the Commission in establish- 
ing and carrying out a definite policy. 


RAILROAD CONSOLIDATION 


The consolidation of railroads has for 
several reasons been given much atten- 
tion for nearly twenty years. The uni- 

. fied operation of the railroads by the 
Government for twenty-six months sug- 
gested the advisability of bringing to- 
gether the multitude of systems, large 
and small, into a limited number of 
strong competing systems or into a rela- 
tively small number . of territorial 
groups. It was thought that such con- 
solidation would result in greater econ- 
omy and efficiency of management and 


operation. However, in the mind of 
. s 
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Congress and the public in 1920 the 
main hope and purpose of railroad con- 
solidation was undoubtedly the elimina- 
tion of the “weak sisters” through the 
purchase and absorption of the finan- 
cially weak railroads by the strong rail- 
roads about which the consolidated sys- 
tems were to be built up. The general 
aim of Congress in enacting the Trans- 
portation Act of 1920 was to place the 
railroads upon a stable basis under pri- 
vate ownership and management. It 
was thought that the strong railroads 
would, and could advantageously, ac- 
quire the weak ones at a fair cost, and 
that the enlarged systems thus formed 
would establish and maintain financial 
stability from the revenues derived from 
rates that were to yield a fair return 
upon the vdlue of the property devoted 
to the service of the public. For rea- 
sons ‘too well known to require state- 
ment the hopes were not realized, but 
there were and are reasons why an ef- 
fort should be made to bring about the 
reduction of the number of railroad 
operating organizations and the de- 
velopment of large operating units of 
maximum efficiency. The further con- 
solidation of the railroads and the 
greater co-ordination of facilities and 
services, while not the most important 
of the railroad problems requiring pres- 
ent solution, should be part of a pro- 
gram of railroad betterment. , 
The consolidation provisions of the 
Transportation Act of 1920 erred as to 
methods and not as to aims. The Act 
was right in seeking to accomplish the 
consolidation of the railroads about ex- 
isting large systems by voluntary action 
on the part of the carriers concerned. 
The grouping of the railroads into terri- 
torial systems or into one all-embracing 
system would not have been, nor would 
it now be, wise; nor would compulsory 
consolidation by governmental fiat and 
procedure have been advisable. The 
task is too large and complicated to be 
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quickly performed, espécially if private 
ownership and operation are to be con- 
tinued and nationalization is to be 
avoided, as it should be. 

‘To make possible and to facilitate 
the eventual consolidation of American 
railroads into a limited number of large 
systems by voluntary action of inter- 
ested parties, at least two changes in 
existing statutes seem necessary. 

The Act of 1920 as altered by that 
of 1933 must be amended by eliminat- 
ing the requirement that consolidations 


shall be worked out in accordanee with: 


a general plan of grouping prescribed in 
advance by the Commission. This pro- 
vision of the Act of 1920 was the main, 
though not the only, cause of the failure 
of the law to bring about any large con- 
solidations. The Commissién should be 
free to pass upon the merits of each 
consolidation proposal as it is submitted 
by the carriers as the result of their 
negotiations with one another. The 
Commission can safeguard and further 
the public interest not only by accepting 
or rejecting proposed consolidations, but 
also by conditioning its approval upon 
such modifications, reductions, or en- 
largements of groupings as it may deem 
necessary or desirable. 

To make it possible for a strong car- 
rier to bring about a consolidation or 
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grouping when and as it has been sub- 
mitted to and approved by the Commis- 
sion, the present statute should be so 
amended as to empower the Commission 
to authorize a purchasing carrier to ex- 
ercise the right of eminent domain in 
acquiring properties that cannot be pur- 
chased for a reasonable price. The 
Commission should have the power to 
fix the price to be paid for properties 
taken by condemnation, the owners 
having access to the courts (or the 
Court of Claims) to prevent the taking 
of their property without due process of 
law. - 

If after a reasonable period of time it 
has been found that the consolidation of 
railroads has not been adequately and 
satisfactorily accomplished by voluntary 
carrier action, and by giving the Inter- 
state Commerce Commission the power 
of authorizing carriers to exercise the 
right of eminent domain, then, and if 
the completion of the process of rail- 
road consolidation shall be found to be 
of such importance as to justify the 
necessary legislation, Congress may pro- 
vide for compulsory consolidation by 
government action. For the present it 
will be well to adhere to the policy of 
voluntary railroad consolidation by ac- 
tion of interested carriers subject to 
regulation by the Commission. 
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Appraisal of Government Ownership and Operation 
of Railways in Canada 


By W. T. 


N THE period 1917-21 the Domin- 
ion government took over from their 
former private owners all the important 
Canadian railways except the Canadian 
Pacific, and by legislation constituted 
them as one system under the name of 
the Canadian National Railways. To 
them were added the Canadian Govern- 
ment Railways which had been built by 


the Government, viz., the Intercolonial, - 


which connected the Maritime Prov- 
inces with the interior as a part of the 
Confederation agreement, and the Na- 
tional Transcontinental Railway, which 
had been built between Winnipeg and 
Moncton to constitute the eastern ex- 
tension of the Grand Trunk Pacific as 
a transcontinental route. The chief rea- 
sons for the failure of these private 
roads were: first, much of the mileage 
had been built through territory which 
could not furnish traffic enough to sup- 
port it; second, government aid by cash 
and bond guarantees had been given 
lavishly and without discretion; third, 
competition of duplicate mileage de- 
pleted still more the revenues from in- 
adequate traffic; and, finally, the period 
of the Great War and the inability to 
secure capital brought the chaos to a 
climax.+ 

In 1922 a new government appointed 
the late Sir Henry Thornton as Presi- 
dent of the Canadian National Rail- 
ways, and with him a board of directors 
most of whom were appointed for politi- 
cal reasons. In welding these railways 
into a unified whole the new manage- 
ment did good service, but the admin- 
istration was permeated by the “red 


1A complete analysis of these conditions 
leading to government ownership are given in 
my Economic Principles of Transportation. 
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thread of extravagance” without any 
check from the Government. The ef- 
fect of this upon the country’s financial 
burden and taxation and its injudicious 
competition with the privately owned 
Canadian Pacific induced the appoint- 
ment of a Royal Commission in 1931 to 
study she railway problem with the ob- 
ject of reaching a solution, and after 
eleven months’ study it presented its 
report in 1932, which was implemented 
by legislation in 1933. 


THE CoMM@SSION’S RECOMMENDATIONS 


As a result of the Commission’s rec- 
ommendations the following changes 
were enacted: first, the board of direc- 
tors was replaced by a board of three 
trustees to be chosen without political 
affiliations, to safeguard the public in- 
terests; second, the board was to ap- 
point the operating head—the president 
—of the system; third, the two railway 
systems were required to co-operate for 
the elimination of wastes, while at the 
same time engaged in competition with 
each other; fourth, the two manage- 
ments should be continuously studying 
possible economies, such as unified ter- 
minals, elimination of unnecessary mile- 
age, pooling of train service, and so 
forth, and when they were unable to 
agree upon any of these matters an 
arbitral tribunal should be constituted 
to settle it. From 1933-35 this system 
was in effect, but its results were unim- 
portant. The joint savings effected in 
the first eighteen months were estimated 
as $1,220,510, and the total economy to 
be derived from the arrangements al- 
ready in effect and those recommended 
was estimated at the end of 1935 at 
slightly less than $1,600,000. 
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In 1935 the present Liberal govern- 
ment came into office, and within the 
first two weeks the resignations of the 
three trustees appointed by the previous 
government were requested, contrary to 
the provisions of the Act of 1933 under 
which they were appointed. The other 
two trustees acceded to the Govern- 
ment’s demand, but the Chairman of 
the Board refused, and at the next ses- 
sion of Parliament he was dismissed. 
The chief reason given by the Minister 
of Railways and Canals for this action 
was that he wished to have “immtdiate” 
_Yather than “remote” control of the 

Canadian National Railways; and it is 
evident that he did not hesitate to break 
the contract with the former Board of 
Trustees in order to attain his purpose. 
Following this, there was thé restoration 
of the previous system by the establish- 
ment of a board of seven directors and 
a president as operating manager. 

This method of “immediate” control 
by the Government subjects the man- 
agement to all the forces of political 
pressure, which the Royal Commission 
hoped to obviate by the Board of Trus- 
tees. For example, in the spring of 
1938, when traffic dropped off markedly 
and railway revenues were declining 
correspondingly, both railway manage- 
ments announced that certain classes of 
shop men would be laid off for a time 
because there was no work for them. 
The Canadian Pacific encountered no 
difficulty concerning this, but the Cana- 
dian National men took their case to 
the Government, and, with the political 
pressure of men in the communities 
where their shops are located, they 
were able to secure a modification 
of the railway’s order so as to allow 
them to continue work on a reduced 
scale. 


CHANGE OF CAPITALIZATION 


In the 1937 session of Parliament an- 
other issue was brought forward by the 
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Government, namely, the recasting of 
the capital structure of the Canadian 
National Railways. In a report by the 
auditors of the railway it had been sug- 
gested that the liabilities should be 
heavily written down; that the amount 
the railway owed on government ac- 
count would never be paid and should - 
therefore be deleted from the balance 
sheet. Similarly, the amounts paid by 
the Government as annual deficits of 
the railway would never be repaid by 
the latter and should be written off. the 
company’s books. Then, too, the in- 
vestment in road and equipment was 
overstated and should be adjusted to 
real values. The auditors listed six rea- 
sons for and six reasons against chang- 
ing the capitalization, but were strongly 
in favor of the change. 

Accordingly the Government brought 
in the Capital Revision Act, 1937, by 
which it proposed to transfer to a Cana- 
dian National Railways Securities Trust 
most of the indebtedness of the railway 
to the Government on account of the 
latter’s loans and interest thereon, and 
also the collateral securities held by the 
Government for these loans. In ex- 
change for these the Securities Trust 
issued to the Minister of Finance its 
5,000,000 shares of capital stock of no 
par value. All interest accruing after 
December 31, 1936 on the principal of 
the loans made by the Government to 
the railway was to be waived by the 
Securities Trust; in other words, the 
railway was not to be responsible for 
the payment of any interest on these 
loans. Moreover, the deficits of the 
railway which the Government had 
paid, and which amounted to $904,655,- 
718.05 at the end of 1936, were to be 
wiped off the railway books. The 
amount of the loans received by the 
railway from the Dominion of Canada 
with interest theron, which were stated 
on the Company’s books at the end of 
1936 to be $1,251,916,622.90, was re- 
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duced by $1,174,693,155.93, leaving an 
obligation on this account of only $77,- 
223,466.97. As to the physical prop- 
erty investment accounts, $262,770,- 
972.03 (over 12 per cent) was written 
off the valuation of $2,159,177,612.25. 


REASONS FOR RECAPITALIZATION 


Perhaps we may refer to the reasons 
given by the Government for these 
changes in capitalization, and for these 
we shall take the statements of the Min- 
ister of Railways and Canals. -He 
urged the recapitalization on the follow- 
ing bases: 

i, That the system of accounting 
which had been in effect caused a dupli- 
cation of the Canadian National liabili- 
ties and the Government liabilities to 
the extent of $1,500,000,000, because 
when the Canadian National could not 
meet its obligations these became an 
obligation of the Government. 

But since these loans had been made 
by the Government to the railway, os- 
tensibly for substantial reasons, should 
the debtor not continue to show them 
as liabilities so long as it continues in 
operation? It is only when a company 
reaches the stage of bankruptcy and is 
going through receivership that it can 
wipe off otherwise legitimate obliga- 
tions. 

2. That this would make the rail- 
way’s financing easier. 

As a matter of fact, however, the bal- 
ance sheet and other financial state- 
ments are not the basis upon which in- 
vestment houses make loans to a com- 
pany; and the Canadian National, with 
its heavy yearly income deficit, must 
depend upon the credit of the Govern- 
ment. Such a recapitalization could not 
affect the credit of the Government, be- 
cause its obligations remain unchanged. 

3. That since “The National System 
accounts are also the source of financial 
reference by the railroads and security 
owners’ associations in the United 
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States,” it is desirable to see that its 
balance sheet and finafcial accounts “do 
not improperly enlarge upon the already 
heavy burden the credit of the country 
is called upon to bear in respect of its 
railway enterprise.” 

But why should these railway obliga- 
tions be removed from the company’s 
accounts, even although interest on 
them cannot be paid, and thus dis- 
semble the real truth as to its financial 
condition? 

4. That the change of capitalization 
will “tehd to decrease the cost of financ- 
ing” the Canadian National. The Min- 
ister’s thought evidently was that when 
the company’s liabilities were written 
down, money could be borrowed at 
lower rates. K 

But when investment houses are con- 
sidering the making of loans, their first 
thought is concerning security. When 
the Government is going to borrow 
money in the financial markets for the 
Canadian National, the prospective 
lenders will naturally take into account 
the effects of this financing in adding to 
the debt of the railway—and therefore 
of the Government——without securing 
more economical operation. Conse- 
quently, the outcome might just as well 
be an increase in the cost of financing. 
_ 5. That the Securities Trust was 
“simply devised to preserve the equity 
wholly owned by the Dominion govern- 
ment, and that equity is being put at a 
reasonable value instead of a fictitious 
value.” 

This new company—the Canadian 
National Railways Securities Trust— 
was constituted to show the liabilities 
of the railway to the extent to which 
they were written down, so that they 
would not be shown in the railway bal- 
ance sheet. By this means only part of 
the railway’s indebtedness is shown in 
its balance sheet in the annual report; 
the remainder of its debt must be sought 
elsewhere, i.e, in the public accounts 
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and in the statement of the indebted- 
ness ‘transferred from the Government 
to the Securities Trust. 

At this point we are induced to ask 
several questions. First, since the Gov- 
ernment owns the Canadian National 
Railways, is there any sound reason 
why it should‘ transfer its equity in the 
railway system to a new company like 
the Securities Trust? Second, since no 
private company would even offer to 
create a subsidiary to which to transfer 
some of its debts, is the Dominion gov- 
ernment less moral? Third, sincé, in the 
words of the Minister, “the Securities 
Trust is created solely for the purpose 
of taking over and perpetuating such 
priority claims as may be deemed to 
exist and the underlying collateral 
against the original debtor corporations, 
in the same way and to the same extent 
that they are presently held by the 
Dominion,” is there any logical reason 
why a special hybrid corporation should 
be created to which the Government 
should transfer these claims on account 
of loans and accrued interest, together 
with the collateral security therefor? 
Why should the Government hand over 
these claims to the Securities Trust and 
receive in return 5,000,C00 shares of no 
par value stock of the latter? 

6. Finally, the Minister’s statement 
as to the reasons for recapitalization 
were: “, . . the whole purpose of this 
bill is to set our house in order for the 
public; that is, for people who are in- 
vesting in Dominion government securi- 
ties.” He did not see “how we can pre- 
sent the thing in the annual report of 
the railways in a way that would make 
it clear to the public that this has all 
been taken care of in one way or an- 
other and is not a liability of the rail- 
ways.” 

But those with capital have been in- 
vesting in Dominion securities for a 


long time previous to this “setting of 


our house in order,” and this mutilation 
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of the Canadian National Railways’ ac- 
counts is not likely to make the Gov- 
ernment’s bonds any more secure than 
formerly, since the Government’s obli- 
gations for the Canadian National debt 
have not been changed by this process. 

In view of the facts that this recapi- 
talization could not increase the railway 
company’s revenues or decrease its op- 
erating expenses and deficits, that it 
would not give one additional day’s 
work or make it possible for the com- 
pany to finance itself, what was the real 
reason for the changing of the com- 
pany’s accounts? Was it to give a more 
hopeful picture of this enterprise than 
was justified by its previous annual re- 
ports and the real facts as to its finan- 
cial status and operations? 


OPERATING RESULTS 


We turn now to consider the operat- 
ing results of the publicly owned railway 
system. At the outset it may be em- 
phasized that both the publicly owned 
and the privately owned railway .have 
their connections in all the important 
traffic areas. So far as traffic is con- 
cerned, therefore, their conditions are 
comparable; but because the Canadian 
National has a large amount of unnec- 
essary mileage—for much of which it 
is not to be blamed—the freight traffic 
density of this line averaged 4.9 per cent 
less than that of the Canadian Pacific 
in the years 1923—37 inclusive. With 
the lower freight traffic density, the op- 
erating conditions of the Canadian Na- 
tional were not so favorable as those of 
its competitor. Similarly, during the 
same period, the passenger traffic den- 
sity of the Canadian National was 24 
per cent less than that of the Canadian 
Pacific, 

Another condition affecting the op- 
erating results is the length of haul. In 
the case of the combined lines of the 
National System the average length of 
freight haul was 17.9 per cent Jess and 
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the average length of passenger journey 
was 20 per cent less than that of the 
Canadian Pacific. i 

In comparing the operating results of 
the two railway systems, it must be 
borne in mind that the Canadian Pacific 
was constructed as an integrated or- 
ganization all parts of which were made 
to operate as a united whole; while the 
Canadian National was constituted from 
lines which were built as competitors, 
and has therefore a large amount of 
duplicate mileage. But taking into 
consideration all the factors which affect 
operating costs, such as differences in 
size of the properties, the standard of 
construction, the character and volume 
of the traffic, the average length of 
haul, and so forth, the Royal Commis- 
sion of 1932 found that the operating 
costs of the Canadian National were in 
certain particulars much higher than 
they should be. After an analysis of 
the operating ratios of the two railways 
had been made by an independent rail- 
way accountant, with due regard to the 
conditions urged by the Canadian Na- 
tional as adversely affecting its opera- 
tions, the Commission could not justify 
the much higher operating ratio of this 
system, ‘These conditions have contin- 
ued to the present time, so that in 1937 
the operating ratio of the Canadian Pa- 
cific was 80.40 and that of the Canadian 
National was 91.12; that is, the operat- 
ing expenses of the Canadian Pacific 
were 80.40 per cent of the total operat- 
ing revenue, while for the Canadian Na- 
tional the operating expenses were 91.12 
per cent of the operating revenue. 


EXTRAVAGANCE IN FINANCING 


Running through the administration 
of this property there has been the con- 
tinuous “red thread of extravagance”— 
to use the words of the Royal Commis- 
sion of 1931-32. The average cost per 
mile of branch line construction for the 
Canadian National increased from $40,- 

e 


214 in 1923 to $51,640 in 1931, while 
the Canadian Pacific’ reduced its av- 
erage cost per mile from $35,470 to 
$30,229 during that period. Expensive 
hotels were undertaken by the Canadian 
National for which there was no need; 
costly terminals were and are still be- 
ing constructed which are wholly un- 
justified. The debenture.debt of this 
system owing to the public increased 
from $823,099,056 in 1923 to $1,221,- 
997,399 in 1937, while the cash assist- 
ance given by the Dominion government 
for contruction, deficits, and so forth, 
including unpaid interest on certain 
interest-bearing loans, increased from 
$1,114,183,276 in 1923 to $1,656,978,- 
867 in 1936, when most of this account 
was written off. The interest on the 
debt of the railway held by the pub- 
lic increased from $35,041,380 in 1923 
to $48,888,546 in 1937, while the ac- 
crued but unpaid interest on govern- 
ment loans increased from $32,507,337 
in 1928 to $36,428,873.59 in 1936. 
After the latter year, the Securities 
Trust, with the approval of the Gov- 
ernment, waived the payment of interest 
on these government loans, so that no 
record is made as to the yearly amounts 
due on this account. 

In a return tabled in the House of 
Commons by the Government on March 
3, 1938, it was shown that in the fifteen 
years 1922 to 1936 inclusive the deficits 
of the Canadian National total $526,- 
302,014, and the unpaid interest due 
the Government on loans advanced by 
the Dominion to the railway amounted 
to $492,691,400, making a total loss to 
the country for those years of $1,018,- 
993,414. 

Although the Canadian National has 
been called “a great national asset” by 
one of its officers, the reality and extent 
of this financial sinkhole is becoming 
more widely recognized. As a result, it 
is increasingly evident that the country 
cannot continue to waste its resources 
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on this enterprise, which is dragging the 
country deeper and deeper into the 
mire. Consequently, at the last session 
of Parliament (1938) the Senate of 
Canada appointed a special committee 
to “inquire into and report upon the 
best means of relieving the country 
from its extremely serious railway con- 
dition and financial burden consequent 
thereto.” Many witnesses were heard 
and much truth—and some error—was 
presented to the committee. 
the evidence was so extensive and varied 
that the committee could not teach a 
conclusion, and the matter will prob- 
ably be brought up again at the next 
session, when it is hoped that a small 
group of experts will be chosen to 
analyze this evidence and other facts, 
with the object of arriving “at a solution 
of the railway problem. 


INCREASING DEBT AND DEFAULTS 


The critical nature of the issue is be- 
coming much more widely acknowl- 
edged; and as the burden of taxation 
is being more keenly felt, more pressure 
is being exerted upon the Government 
to secure decisive action. Let us note a 
few facts concerning the financial dere- 
liction of the Canadian National Rail- 
ways. 

1. At the time the roads included in 
this system were taken over by the 
Government, in 1917-20, the funded 
debt due to the public was $810,000,000 
and the amount due on Dominion gov- 
ernment account was $524,000,000, or 
a total of $1,334,000,000; but at the 
end of 1936, according to the company’s 
books, the funded debt due to the pub- 
lic was $1,184,612,248.59 and the Do- 
minion government account including 
accumulated deficit payments was $1,- 
995,704,717, or a total of over $3,180,- 
--000,000. This shows an increase of 
liabilities to the end of 1936 of over 
$1,800,000,000, or an average liability 
increase of over $112,000,000 per year. 
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In fact,’ 


e 


2. The Government’s loans.and ad- 
vances increased from $115,000,000 in 
1917-20 to $721,000,000 in 1936, that 
is, over 525 per cent, and the unpaid 
interest on these loans and advances in- 
creased during that period from $4,- 
000,000 to $531,000,000. 

3. As previously noted, the loss on 
these railways during the fifteen years 
1922-36 was $1,018,993,414, or an av- 
erage annual loss of about $68,000,000; 
and during the five years 1932—36, the 
net income deficit before taking account 
of interest on Dominion government 
loans averaged $52,521,000 and the un- 
paid interest on these government loans 
averaged $36,000,000, thus showing a 
total annual loss on the system of over 
$88,000,000. These figures are taken 
from the company’s annual reports, and 
they show that during these last years 
the annual interest deficit stands at 
$88,000,000 as compared with $68,- 
000,000 during the fifteen years 
1922-36. 

From the railway’s annual reports we 
learn also that the total net loss for the 
five years 1932-36 was $496,242,111, 
or an annual average loss of over 
$90,000,000. 


BASES OF THE RAILWAY TROUBLE 


The failure of the recommendations 
of the Duff Royal Commission of 
1931-32 to effect any real worth-while 
improvement has turned public atten- 
tion to the need of applying a construc- 
tive and positive remedy. In order to 
understand what remedy should be ap- 
plied, we must realize the conditions 
which have brought about the present 
disaster. These may be summarized as 
follows: 

1. A vast amount of duplicate mile- 
age and facilities. 

The Royal Commission in its report 
issued in 1932 stated that “there devel- 
oped, by the authority of the Parlia- 
ment of Canada, the tragedy of three 
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transcontinental railways (providing, 

¿with branches, over four thousand miles 
of unnecessary lines), when two were 
all the business of Canada required or 
could support.” It was also shown in 
the report that “42 per cent of the total 
mileage carries less than 5 per cent of 
the total net ton miles,” and that “were 
it possible to abandon this economically 
unsound mileage, the mileage remaining 
and now carrying 95 per cent of the net 
ton miles would be about 58 per cent of 
that now in existence.” 

On this “economically unsound” 
mileage, as well as on the justifiable 
mileage, stations have been maintained, 
with their quota of man power, as sta- 
tion masters, telegraphers, freight 
handlers, and so forth; the upkeep of 
the roadway is provided, with all the 
expense of materials and labor involved, 
while at the same time a large share of 
the most profitable traffic is taken away 
by the trucks; and on long stretches of 
road these stations are retained when 
there are but few people to be served. 

The duplicate terminal facilities so 
commonly found are a great source of 
unnecessary expense; and the mainte- 
nance of the two terminals at one 
center, each with its substations in that 
terminal area, makes a multiplication 
of facilities which cannot be justified 
by the amount of traffic. 

2. Along with these excessive railway 
facilities, there are, of course, the cor- 
respondingly excessive labor forces 
which have been built up; and these, 
through thei strong labor unions, are 
able to exert great pressure upon the 
railway management against the deple- 
tion of their numbers when business de- 
clines or is diverted to other carriers. 

3. Inadequate traffic for the unduly 
large railway mileage. 

When the Royal Commission showed 
that 42 per cent of the railway mileage 
was economically unsound in view of 


the amount of traffic available, it gave 
Ld 


conclusive evidence that there was not 
enough traffic to support our railways 
as now constituted. Since the Commis- 
sion’s report was made there has been 
an increasing proportion of the freight 
traffic moved by motor carriers on the 
highways, so that at present it is im- 
possible for either railway to have 
enough traffic for economical operation. 

4. Competition for the available vol- 
ume of business has been persistent and 
vigorous, not only between the two rail- 
way systems but also between the rail- 
ways dh the one hand and the water- 
ways, the highway carriers, and now the 
airplane on the other. This competition 
between ‚the railways and the vessels 
and motor carriers has been forced to 
continue upon an entirely inequitable 
basis, since *the vessels and motor car- 
riers are provided with a free route 
upon which to operate, while the rail- 
ways are required to construct and 
maintain their right of way. 

The competition of the privately 
owned road with the publicly ‘owned 
road is also inequitable, since the former 
must meet all its financial requirements 
from its own resources, while the latter 
has the long purse of the state to call 
upon. Moreover, to require the pri- 
vately owned road to pay taxes—and it 
is the heaviest taxpayer in the Domin- 
ion—toward the support of its govern- 
ment-owned competitor is the essence 
of injustice. 

5. In the case of the Canadian Na- 
tional, the burden of debt has been very 
heavy. But leaving entirely out of ac- 
count its debt to the Government for 
the latter’s loans and advances and defi- 
cit payments, the company has not been 
able to pay the interest on the debt in 
the hands of the public. Besides, as 
we have shown previously, the debt of 
this system keeps on mounting year 
after year, and its financial condition, 
instead of improving, is becoming pro- 
gressively worse. 
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6. Political influence and community 
pressure are the bane of this as of most 
other government enterprises. 

This is no mere idle statement, but a 
clear and well-supported fact. The for- 
mer president of the National Railways, 
when asked by the Royal Commission 
of 1931-32 for a “considered state- 
ment” concerning the influence of poli- 
tics upon the railway management, said 
that the problem of preventing political 
invasion of this railway “presents diffi- 
culties beyond the control of our lead- 
ers, be they ever so patriotic ®r high 
minded . . . it must be accepted as 
axiomatic that the business of govern- 
ment is politics” and that politics will 
permeate all government activities. The 
Commission received abundant evidence 
of this, and, in referring to*the extrava- 
gance of the Government and the rail- 
way in the boom years of the twenties, 
it stated that “it is impossible to avoid 
the conclusion that the board of direc- 
tors and the management of the Na- 
tional ‘Railways were amenable to polit- 
ical influence and pressure, which it 
would have been in the public interest 
to have withstood.” This political pres- 
sure and community influence is so po- 
tent and all-pervasive that it is utterly 
hopeless to expect a government-owned 
enterprise like the Canadian National to 
operate on an economic basis. 


- THE SOLUTION 


In view of the foregoing conditions 
the demand is becoming insistent that 
decisive action be taken by the Govern- 
. ment to put the railways upon a ra- 
tional basis and thus bring about the 
cessation of the enormous waste due to 
operating two railway systems when the 
traffic is not more than enough for one. 

There are still many, especially in 
gestern Canada, who cling to the old 
view that competition is necessary for 
their protection; but the facts are grad- 
ually forcing a change of attitude, and 
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it is seen that when the railway enter- 
prise is regulated the public interests 
will be protected without competition, 
and that competitive wastes are nothing 
but a disaster. 

There ‘are others who urge the con- 
tinuance of the two railways and their 
personnel on the plea that the interests 
of labor would suffer if the two roads 
were merged in operation; but it has 
been definitely shown that this would 
not be the case, and that the welfare of 
labor would be one of the primary con- 
siderations in the rationalization of the _ 
industry. Railways cannot employ and 
compensate men on a satisfactory basis 
unless they are operating on a sound 
foundation; and.the existing conditions, 
as we have seen, are wholly unsound. 

There are others who think that when 
the present period of distress is over, 
the volume of traffic will return and the 
National System will then be able to 
operate without making demands upon 
the taxpayers for deficit payments. 
But even in the year of unexcelled traf- 
fic, 1928—conditions which are not 
likely to be met again, at least for many 
years—this system had a deficit of $29,- 
868,437; and in 1929, most of which 
was also a time of heavy traffic, the 
deficit was $46,099,250. Since that 
time the debenture debt of the railway 
has increased by about $100,000,000, 
and the cash aid received from the Gov- 
ernment for construction, deficits, and 
so forth, amounted to $375,887,498, ex- 
clusive of government loans, 1930-36, 
$245,129,051. Evidently “time” is no 
solution for the railway ills when waste 
continues unabated. 


UNIFIED MANAGEMENT 


It has become clear to all impartial, 
well-informed, and judicious minds that 
the key to the solution of this problem 
is unified management of the two prop- 
erties under private control, with the 
necessary increase of power given to the 
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regulative tribunal (now called the 
Board of Transport Commissioners) to 
safeguard the public interests. 

To the Royal Commission of 1932 
statements were presented by the two 
railway companies, after careful consid- 
eration of the conditions by their re- 
spective officers, in which the Canadian 
Pacific showed that $75,000,000 could 
be saved in a normal year by unified op- 
eration, while the Canadian National 
figure under similar circumstances was 
$56,000,000. The Commission re- 
ported that the time was not opportune 
for unifying the two roads in operation; 
but since the Commission’s suggestion 
that the roads should be operated under 
co-operative competition has failed to 
produce the desirable improvement, the 
minds of the business community have 
become convinced that only by unified 
management can the present waste and 
future disaster be avoided. This view 
is substantiated by the experience of 
the British railways since they were 
amalgamated into four noncompeting 
groups under the Act of 1921; by the 
centralization of railway administration 
in France, Germany, and Italy; and by 
the ever more insistent call for con- 
solidations in the United States. In 
the present year (1938) strong repre- 
sentations have been made to the Gov- 
ernment by the Canadian Manufactur- 
ers’ Association, the Ontario Associated 
Boards of Trade and Chambers of 
Commerce, the Federation des Cham- 
bres de Commerce de la Province de 
Quebec, the Halifax Board of Trade, 
the Canadian Industrial Traffic League, 
and others, urging the importance of 
unified operation of these two railways 
in the interest of economy from the na- 
tional standpoint. 

The system proposed for unification 
would leave the ownership of the re- 
spective properties as at present, the 
Canadian National in the hands of the 
Government and the Canadian Pacific 


under private control. The consolida- 
tion of the two is not eontemplated; but 
the management and operation of the 
two should be intrusted to a private en- 
terprise which would operate them as 
one entity. The savings effected by 
combined control would be divided be- 
tween the owners of the two properties 
upon an equitable basis, and at least 
one-half of the net income would go to 
the Government as owner of the Cana- 
dian National. 


ADVANTAGES OF UNIFIED MANAGEMENT 


We may note, in brief, the advan- 
tages to be secured from such unified 
management, 

1. It would render unnecessary the 
present waste and extravagance of op- 
erating and ‘maintaining a large amount 
of useless duplicate mileage. This 
would be an immense relief to the fed- 
eral treasury and the heavily burdened 
taxpayers. It is not suggested that the 
Government would be immediately 
freed from the necessity of payments on 
account of the National Railways; but 
the immediate relief from combined op- 
eration would continue to be augmented - 
as unification progressed, so that in a 
few years deficits would be unknown. 

2. It would eliminate large amounts 
of duplicate overhead and operating ex- 
pense. There would be no need for two 
terminals with their heavy expenses of 
maintenance and operation at Montreal, 
Winnipeg, Vancouver, and other points; 
no need for duplicate tariff bureaus and 
duplicate systems of offices and ac- 
counting all over the country; no need 
for two separate supervisory staffs, two 
freight solicitation and advertising serv- 
ices, or two express and telegraph serv- 
ices. 

3. The savings would make it pos- 
sible for both companies to improve and, 
modernize their equipment. The ob- 
solescence in the field of railway equip- 
ment is an ever pressing issue, and the 
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savings .from unification would enable 
the equipment to be brought up to 
` present-day standards. 

4. The abandonment of competition 
and the placing of the industry upon a 
much more secure and essentially stable 
basis would contribute greatly to sta- 
bility of employment for labor. The in- 
solvency of the Canadian National 
Railways, which forces the payment of 
heavy deficits by the taxpayers, cannot 
continue indefinitely; and labor which 
is kept in the company’s service by the 
compulsory payment of taxes mist real- 
ize the present insecurity of its em- 
ployment. 

5. Under the existing system, the 
taxpayer who pays a dollar for the serv- 
,ice of the Canadian National pays an 
additional fifty cents on actount of this 
company’s deficits; so that in reality 
the taxpayer pays $1.50 for the same 
service that would be rendered by the 
Canadian Pacific for $1.00. Under uni- 

‘fied management the savings effected 
would bring the lowest rates consistent 
with the best service. 

6. The unified management of these 

- railways by a private company would 
avoid the debauchery and waste due to 
politics. Those who are familiar with 
the facts regarding the: government- 
owned road know that politics exerts a 
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great pressure, and the Minister of 
Transport has not hesitated to inform 
the country that political pressure pre- 
vents the accomplishment of economies 
in the administration and operation of 
this railway. Private control of this 
dual railway business would get rid of 
the disaster of political machination. ` 

7. The ‘savings effected by unified 
management as suggested would furnish 
a new incentive to capital and labor for 
the development of the national re- 
sources. A saving of, say, $50,000,000 
a year, at the rate of 4 per cent return 
on capital, would be the equivalent of 
the investment of $1,250,000,000 in 
productive enterprise. Besides, the 
vast lightening of the burden of taxa- 
tion would stir business into a new 
vitality. 

8. Unified operation would enable 
the railways to meet much more suc- 
cessfully their competitors, especially 
unjustifiable competitors on the high- 
ways. 

With the increasing dissatisfaction on 
account of our railway mess, there is an 
aggressive demand that the Government 
take constructive steps for its solution; 
in fact, the time has come when it is 
“politically impossible” to ignore it, and 
unified operation offers the most sub- 
stantial remedy. 
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-. State Control of Transport Services and Rates 
in Great Britain 


By CLYDE B. AITCHISON - 


HE process of adaptation to needs 
has brought about differences be- 
tween the British and American rail- 
ways which are visible at a glance. 
However, there is a continuing tendency 
toward uniformity in the essentials of 
the construction standards and the op- 
erating practices of the British and 
American railway systems. The recent 
swift development of highway transport 
vehicles and operating practices of users 
of the roads has proceeded in substan- 
tially the same course in both countries. 
In the relations of the government 
and the transport agencies in .Great 
Britain and the United States, the pre- 
vailing factual and political conditions 
have been sufficiently the same as to 
bring about and maintain as between 
the two countries a striking degree of 
parallelism of the principles accepted 
and the institutional means for treat- 
ment of current problems: and this 
parallelism has existed from the earliest 
days of the railways and from the in- 
ception of the motor vehicle transport 
industry. There are many instances of 
time-lag and of adaptation to the re- 
spective governmental patterns and to 
special needs, which merely emphasize 
the general parallelism in trend. 


This is not surprising, when the simi- , 


larity of basic governmental principles 
is considered. The concept of justice 
according to Jaw is fundamental in each 
country. The common law of England 
applied also to the relations of carrier 
and patron in the United States. In 
neither country has there been any 
marked inclination to discard the gen- 
erally accepted policy of private owner- 
ship and operation. Great Britain and 
America are the nations which leave the 


greatest amount of freedom to the pri- 
vate operators of the railways. There 
has long been a conviction that because 
private operation and ownership might 
violate the rights of others, and thus 
would be to the detriment of the whole 
people, the state owed the duty of exer- 
cising certain powers of control. There- 
fore administrative or quasi-judicial ma- 
chinery was set up to prevent oppression 
and promote the general safety, ade- 
quacy, and equality as between users of 
railway and other transport operations. 
Each countmy has largely and con- 
sciously benefited by the experience of 
the other. Similar economic conditions 
have existed—often world-wide—and 
they have forced the two governments 
to deal with them in similar manner. 
Any study must contrast the suprem- 
acy of Parliament with the limited 
authority possessed by Congress, cir- 
cumscribed by the reserved powers of 


the states and by the due process clause. 


But in practice, Parliament limits its 
actions almost as if there were a Fifth 
Amendment to be respected; and in its 
later acts, as related to the motor in- 
dustry, it has gone a considerable way: 
in the decentralization of administrative 
authority. The doctrine of the separa- 
tion of powers in the United States and 
the combination of executive and legis- 


. lative responsibility under the British 


cabinet system have accounted for the 
most striking differences in the regu- 
latory systems which have evolved in 
the two nations. 

All that can now be attempted is a 
sketch in merest outline of the most _ 
significant acts in the development of ° 
the British system. In Great Britain, 
as in the United States, certain legis- 
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lative stages are well marked: (1) the 
period before the World War; (2) the 
war period, with government control; 
(3) the postwar readjustment and re- 
alignment of principles; and (4) the 
adjustment of competitive relations be- 
tween rival transport systems. 


PREWAR PERIOD 


The period from the beginnings of the 
railways until the World War falls into 
certain successive time stages: (1) con- 
trol of the railways through their indi- 
vidual charters, granted by Pawiament; 
(2) control through special charters 
framed to conform to a general law; 
(3) concentration in the Board of Trade 
of a limited degree of control as to op- 
eration, safety, and publicity of ac- 
counts; (4) control of * controversies 
as to rates, first by courts, and there- 
after by a special tribunal or commis- 
sion. 


Regulation before the railway era 


From medieval times, restrictions 
upon the conduct of business were im- 
posed by Parliament, and much of the 
present theory of the law of public car- 
riage is in lineal descent from principles 
inherent in these ancient laws. Every 
criterion applied now as a test of the 
reasonableness of a common carrier’s 
rate may be found in some ancient law 
of England, applicable to the industries 
of those far-off times. The common law 
required reasonableness, but not neces- 
sarily equality of charges. 

The Act of 1691 for the regulation of 
common carriers provided for the regu- 
lation of the charges by the body of 
justices of the peace in each county. It 
remained in force until the beginning of 
the railway era. By the Carriers Act 
of 1830, provision was made for the 
declaration of value of goods trans- 
ported, and the adjustment of the 
charges for carriage to conform. As 
later amended, it is still in force. 
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Control through individual charters 


When promoters began to develop 
steam railways, they could proceed with 
construction or operation only under 
Parliamentary authority, expressed in a 
“Private Bill.” Public opinion then 
was not strongly in’ favor of railway 
projects. From landowners and canal 
and turnpike owners and users came 
such strong opposition that the early 
British railway charters were involved 
and must have been burdensome. One 
of these charters, that of the Liverpool 
and Manchester, which received royal 
assent May 5, 1826, is important. Con- 
troversy over it was bitter and spectacu- 
lar, and the railway proved to be a sig- 
nal success. Many later charters in 
Great Britain and in the United States 
reflect the compromises and Parliamen- 
tary conclusions contained in the Liver- 
pool and Manchester charter. 

The theory of the early charters was 
that operation on the railways would be 
similar to the use of the canals and 
turnpikes, where the ownership and op- 
eration of the vehicles and the way were 
distinct. Attempts to harmonize this 
theory with the actual changed condi- 
tions of modern commercial practice 
caused infinite difficulty until the the- 
ory was finally junked. 

The railway boom of 1836-37, in- 
spired by the successes of various early 
railways, came and subsided. By 1839 
a movement was under way for more 
general uniform legislative treatment of 
the relations of the railways and the 
government. Lord Seymour’s Act, of 
1840, “An Act for Regulating Rail- 
ways,” inaugurated a national system of 
inspection of railways as to their safety, 
and made a start upon a system of uni- 
form statistics and accounts. Subject 
to the regulations of the Board of 
Trade, a table of tolls, rates, and 
charges, might be required; and in the 
Board was vested a veto power over 
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by-laws, orders, rules, and regulations 
adopted by the railway companies. The 
duty of enforcement of the Act was 
vested in the Board. The significance 
of this Act is in its segregation of regu- 
latory functions in one administrative 
body. For the enforcement of these 
provisions, a Railway Department was 
created in the Board of Trade. 

Under the leadership of Gladstone a 
considerable advance was made in the 
development of a national policy. The 
Railway Regulation Act, 1842, extended 
the inspection features of the 1840 Act. 
Then, following upon important investi- 
gations by Parliamentary committees, 
the Railway Regulation Act, 1844 
(“Gladstone Purchase Act”) subjected 
_all railways thereafter constructed to a 
reserved right of the Government to 
purchase (or in the alternative to pre- 
scribe rate reductions) after 21 years, 
for a consideration equal to 25 years’ 
purchase of the average annual divisible 
profits of the preceding three years, or 
to be fixed by arbitration if the acquired 
company had not paid 10 per cent on its 
capital stock. This option to purchase 
has never been exercised, but it binds 
the owners of 90 per cent of the mileage 
if ever the Government should deter- 
mine upon government ownership of the 
railways. 


Control through special charters 


Following the breakdown of an at- 
tempt to deal with the merits of the 
private railway bills through “Lord Dal- 
housie’s Railway Board” within the 
Board of Trade, the burden imposed 
upon Parliament by the flood of pri- 
vate railway bills became intolerable. 
In the “Companies Clauses,” “Land 
Clauses,” and “Railway Clauses” Con- 
solidation Acts, 1845, an attempt was 
made to gather and restate the best of 
the regulatory clauses from the mass 
embodied in the great number of out- 
standing charters, so that by bare ref- 


187 


erence they could be made applicable 
in all future bills. To the “equality 
clause” of the last-named Act the 
United States owes the antidiscrimina- 
tion section and certain language of the 
long-and-short-haul provisions of the 
present Interstate Commerce Act. 

With the enactment of the Railway 
Clauses Consolidation Act, Great Brit- 
ain was fairly committed to an aban- 
donment of the attempt to regulate by 
the sole medium of special acts. The 
second stage was fairly entered upon in 
1846, avhen Parliament adopted the 
present familiar standard gauge of 
railway tracks. The railway network 
had now taken on a national character, 
and railways became a preferred me- 
dium for investment. Amalgamations 
of lines, diyectly with the consent of 
Parliament or covertly by private ar- 
rangements for common control and 
management, were the normal order of 
the day. How this process lessened 
competition and increased the powers 
of the railway monopolies was strik- 
ingly exposed by a committee of the 
House of Commons. 


The first railway commission 


In 1846 Parliament created a Board 
of Commissioners of Railways, who took 
over the powers of the Railway Depart- 
ment of the Board of Trade. The 
Board was short-lived: in 1846 Parlia- 
ment refused to extend its somewhat 
narrow administrative functions, and in 
1851 abolished it and revested its pow- 
ers in the Board of Trade. The com- 
mission had no powers as to rates. Sig- 
nificantly, it is the only tribunal of 
comparable jurisdiction in the long his- 
tory of British railway legislation that 
was purely administrative: all its suc- 
cessors have been courts, in name or in 
fact. To the procedural experimenta- 
tion of this early commission the later 
tribunals are debtors for the shaping of 
methods less formal than those of the 
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courts and less oratorical and factually 
more sound than those of the legis- 
latures. 

` The disastrous collapse of the railway 
mania of 1845-47 threatened the finan- 
cial stability of the nation. The specu- 
lative mania revived in 1853, with quar- 
rels between the great companies for 
territory, and numerous far-reaching 
amalgamation plans. 


Railway and Canal Trafic Act, 1854 


The strong reports of the “Cardwell 
Committee” of the House of Cemmons 
contributed to the passage of the Rail- 
. way and Canal Traffic Act, 1854, which 
has since profoundly affected the regu- 
. latory systems of both Great Britain 

and the United States. The main prin- 
ciple of the Act was to seeure equality 
of treatment of patrons and to require 
facilities for through traffic. From it 
the Interstate Commerce Act took the 
prohibition of undue or unreasonable 
. preferences or advantages and the re- 
quirement of reasonable facilities for 
traffic, as well as a number of minor 
provisions of an adjective character. 

The administration of the Act was 
committed to the Court of Common 
Pleas after the majority of the judges 
of the superior courts of common law 
had indicated that they believed the 
. function was nonjudicial and had de- 
clined to accept the task. 

This system of administration failed. 
It cast upon the Court of Common 
Pleas a task which all members of the 
Court except the Chief Justice believed 
should not have been thrown upon any 
judge but should have devolved upon a 
lay tribunal. Recourse to the Court of 
Common Pleas was expensive; the court 
lacked administrative efficiency; and 
there was no correlation with the execu- 
tive branch of the government. Grad- 
ually the jurisdiction of the court was 
invoked less and less, and finally resort 
to it became negligible. While there 
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was little fault found with the decisions 
of the court, the cost of litigation tended 
to prevent adequate presentations for 
any but wealthy complainants. Failure 
of the court system of administration 
was not without value as a step in the 
evolutionary process of trial and error; 
the whole framework of the American 
Act of 1887 was considerably shaped by 
this British experience, and the deci- 
sions of the court upon those provisions 
of the Act which in 1887 were imported 
into the American statute were “si- 
lently incorporated” along with the pro- 
visions themselves. 

The ensuing period was uneventful. 
Free competition was regarded as suffi- 
cient to insure fair rates. Amalgama- 
tions of lines proceeded wholesale. The 
Railway Clearing House was created by 
the companies and then received stat- 
utory authorization as a means for inte- 
grating and facilitating many inter- 
railway functions. A series of acts 
dealt with the general corporate powers, 
intended to simplify the involved and 
tedious Parliamentary processes, as well 
as to codify legislative practices which 
had become usages. By the Railways 
Construction Facilities Act, 1864, the 
first general attempt was made by 
Parliament to reduce maximum tolls 
and charges of new lines to a general 
system. However, this attempt was fu- 
tile, as the charges were in practice 
varied by the Board of Trade, as the 
Act permitted, and hence the maxima 
never became effective as limitations. 


Railway Commission of 1873 


‘The Royal Commission of 1865, in a 
report made in 1867, recommended the 
creation of a tribunal for the admin- 
istration of the 1854 Act. The Regula- 
tion of Railways Act, 1873, in time fol- 
lowed. For many years it stood as the 
latest legislative precedent, and consid- 
erably influenced the molding of Ameri- 
can state regulatory acts and the 
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Cullom Act of 1887. It transferred the 
jurisdiction of the Court of Common 
Pleas and many of the administrative 
powers of the Board of Trade to a 
newly created Railway Commission. 
Important. substantive features of the 
Act of 1854 were explained or amended. 
The requirements as to through routes 
and rates were strengthened; publicity 
of rates was enforced. But the Rail- 
way Commission possessed no power to 
prescribe a reasonable rate to be charged 
in the future, except in a limited way as 
to through rates; and it enforced its 
orders only by injunctive process. The 
members of the Commission were judi- 
cial officers, not administrators. 

The results of the Act of 1873 dis- 
appointed both the railways and the 
traders. As commerce increased and 
‘became more complex, complaints as to 
the character of the railway rate struc- 
ture and the inequalities of rates be- 
‘came more numerous and forceful. Par- 
liamentary committees and Royal com- 
missions seriously took up the study of 
the economic principles involved in 
railway transportation. The Railway 
Commission had been given but a lim- 
ited tenure. There was much complaint 
as to the cost of proceedings before the 
Commission, and judicial review under 
the Act bristled with uncertainties and 
procedural difficulties, and was tedi- 
ously slow. Nevertheless, no legislative 
change of importance was made in the 
1873 system until 1888, a year after 
creation of the Interstate Commerce 
Commission. 


Railway and Canal Commission, 1888 


The Railway and Canal Traffic Act, 


1888, set up the Railway and Canal 
Commission to take over the functions 
of the Railway Commission, but with 
a much broadened jurisdiction. With 
. considerably altered duties the Railway 
and Canal Commission still functions. 
It consists of three members: a judge of 
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the Superior Court and two appointed 
commissioners, one of whom is to’ be 
“of experience in railway business.” 
The Commission was a court of record. 
Its decisions on matters of fact were 
final: as to law points, appeals lay to 
the superior courts. ` Except for such 
review, the orders of the Commission 
could not be -questioned or restrained. 
The Railway and Canal Traffic Act was 
superimposed upon the existing body of 
law. In later years the Act was supple- 
mented and amended so as to widen the 
Commission’s jurisdiction. 

The Commission settled disputes re- 
ferred to it by the Board of Trade, and 
acted as an arbitrator between carriers. 
It had general authority over joint 
routes and rates by rail and canal, and 
between rail lines, and as to the facili- 
ties for interchange and divisions of 
joint rates. It determined certain ques- 
tions as to traffic facilities, and could 
veto certain classes of proposals of the 
Board of Trade. It enforced its own 
orders and certain orders of the Board 
of Trade by imposition of a fine for 
violation. It received and determined 
complaints as to violations of the equal- 
ity or preference clauses of the Acts of 
1845 and 1854, and (under a later 
amendment to the Act) as to the rea- 
sonableness of increases in rates made 
subsequent to 1892, or of rates for spe- 
cial services, and as to legality of 
charges generally, and for breach of the 
Act could award damages to injured 
persons. The Act undertook to provide 
for uniformity in classification, and for 
a more consistent and reasonable basis 
of maximum rates than could be found 
in the hundreds of private acts which 
severally set limits on or imposed condi- 
tions as to rates. 

The system which evolved from these 
acts had certain similarity to that in 
the United States; but in respect to the 
division of authority between two bod- 
ies, in the emphasis on the treatment of 
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certain questions in a purely judicial 
manner, and in the primary stress on 
matters of convenience and safety, the 
system differed markedly from that in 
‘America. The maximum limits of the 
_ rate structure were fixed by Parliament. 
Below such maxima the companies were 
under no compulsion to go, but could go 
at will, prejudice being absent. 

The President of the Board of Trade 
being virtually the Board itself, and a 
cabinet member, the administrative 
branch of the system was keenly sensi- 
tive to the will of Parliament; abut the 
Railway and Canal Commission had a 
judicial cast. In practice, the Board of 
Trade endeavored to set a high standard 
of construction and equipment and of 
safety for passengers and employees, to 
limit rates which were beyond the law, 
to “conciliate?” complaints brought by 
the traders, and to satisfy the legitimate 
needs of railway employees as to work- 
ing conditions. 

The provisions for revision of the 
classifications and rate schedules above 
referred to were contingent upon ap- 
proval by the Board of Trade. Great 
controversy followed the submission of 
the ‘companies’ proposals for reclassi- 
fication; the Board considerably altered 
them, and in 1891-92 Parliament still 
further modified the Board’s findings in 
a series of Rates and Charges Orders 
Confirmation Acts. The controversy 
did not end there, but continued with 
even greater bitterness when the com- 
panies came to put in the new classi- 
fication, and, it was claimed, defiantly 
attempted recoupment for the rate re- 
ductions. Thereupon in 1894 Parlia- 
ment vested the Commission with au- 
thority, upon complaint, to determine 
the reasonableness of the increased 
charges, and put upon the railway the 
burden “to prove that the increase of 
the rate or charge is reasonable.” The 
net effect was that the rates in opera- 
tion at the end of 1892 became the ac- 
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tual maximum rates, although below 
the pre-existing special statutory limits. 
Except for minor additions, the juris- 
diction of the Railway and Canal Com- 
mission stood unchanged until 1913, 
when rising costs justified a moderate 
increase in charges, and the burden-of- 
proof requirements of the 1894 Act were 
somewhat relaxed. 

The Railway Companies (Accounts 
and Returns) Act, 1911, stabilized the 
forms of statistical accounts to be ren- 
dered, and inconclusively passed over 
the controversy as to reporting of ton- 
miles and passenger-miles, already a 
feature of American accounting prac- 
tice. i 


Tue WAR PERIOD 
Governmental control 


Under the Regulation of the Forces 
Act of 1871,, possession of the British 
railway systems was taken by the 
Crown immediately upon the outbreak 
of the World War. Somewhat later the 
canals and some water carriers were 
taken over. : 

A Railway Executive Committee of 
Executive Officers had been constituted 
in 1912, nominally headed by the Presi- 
dent of the Board, of Trade, but with 
an active acting chairman taken from 
railway service. The Committee. main- 
tained a small staff in London but kept 
in constant touch with the combat 
forces. It utilized the Railway Clearing 
House for statistical and fiscal purposes, 
and functioned largely through operat- 
ing committees. In many respects the 
character of control was comparable 
with that exercised by the United States 
Railway Administration up to the time 
Federal managers were put in for the 
controlled roads. 

Agreement was quickly reached be- 
tween the Government and the railways 
as to the basis for compensation. Gov- 
ernment traffic was carried free; the 
railway companies retained the receipts 
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from ordinary traffic, and paid there- 
from their working expenses. To this 
net operating income the Government 
annually added the sum required to 
make up the guaranteed revenue, based 
on the net revenue for 1913, and this 
income was available for interest and 
dividends. 

Mounting costs and labor scarcity led 
to an accumulation of unresolved dif- 
ferences and uncertainties by the time 
the Armistice was signed. Expenses in- 
creased enormously during the war, and 
normal operating practices and methods 
were dislocated. Changes in the value 
of money, and the demands of material- 
men and the railway staff so changed 
the aspect of the bargain which had 
seemed beneficial in 1914 that by the 
middle of the year 1919 its fulfillment 
threatened serious fiscal embarrassment. 
This emergency but added to the diffi- 
culties inherent in the undisclosed and 
consequently unliquidated compensa- 
tion claims of the companies. The 
whole came to a head coincidently 
with the effect of concessions to strong 
demands of labor for better wages and 
shorter hours. 

During the war period there was no 
general increase in rates and charges 
other than for passenger service. A re- 
turn of the roads to their owners with- 
out a cushion of credit and rate as- 
sistance would have been catastrophic. 
It was recognized that at least two years 
would be necessary for orderly working 
out of these difficulties. Formulation of 
a general railway policy had not been 
attempted during the war. 


Ministry of Transport Act, 1919 


Toward the end of 1918 the Coalition 
government seemed to be veering to- 
ward nationalization of the railways. 
About the end of February 1919 the 
Government brought in a bill which re- 
sulted in the creation of a Ministry of 
Transport under the Act of August 15, 
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1919. Various provisions of the bill 
undertook to authorize the Ministry to 
acquire and work properties under its 
jurisdiction. This proposal was strongly 
opposed as an attempt to authorize na- 
tionalization in contravention of the 
terms of the Gladstone Purchase Act of 
1844, on faith of which 90 per cent of 
the lines had been constructed. Even- 
tually the bill included a provision em- 
powering the taking of possession of a 
railway undertaking in the name of the 
Crown, but only after a month’s notice, 
which ecould not be given until an ad- 
visory committee provided for by the 
Act had reported. Great Britain was 
ready for rationalization, but not for 
nationalization. 

The Government originally undertook 
in its bill te vest complete rate-making 
powers in the Minister, notwithstanding 
any statutory provisions limiting such 
charges or increases, but the opposition 
of the traders forced acceptance of a 
Rates Advisory Committee, to which 
any revision of charges should be re- 
ferred for report. 

The Ministry of Transport was soon 
organized and took over many functions 
from other departments, including those 
of the Railway Department of the 
Board of Trade. The diversity of func- 
tions required eight principal subordi- 
nate officers, generally termed directors- 
general, in addition to the consulting 
mechanical engineer and the organiza- 
tion for Ireland. The departments cre- 
ated were: secretarial and legal; me- 
chanical engineering; civil engineering; 
development; traffic; finance and sta- 
tistics; public safety and general pur- 
poses; and roads. The departments 
were divided into sections or branches, 
along lines generally related to the char- 
acter of the transportation enterprises. 
Each department was provided with a 
secretariat, and its assistant secretary 
was charged with the duty of securing 
close co-operation between the sections 
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of his department and other depart- 
ments. The function as to railways, for 
example, were divided among some two 
dozen branches or sections, reporting to 


_ and dependent upon eight assistant sec- 


retaries for co-ordination, supervised by 
eight chiefs or directors-general. The 
Ministry was provided with a Parlia- 
mentary Secretary. 


Interim rate adjustments 


The Rates Advisory .Committee was 
composed of a legal member as chair- 
man, a representative of agricultgral in- 
terests, one of trade, one of labor, a 
railway officer as representative of trans- 
port, and an eminent railway economist 
nominated by. the Minister of Trans- 
port. To this Committee the Minister 
referred the burning questien as to the 
best means of obtaining sufficient addi- 
tional annual revenue from traffic so 
that the railways would cease to be a 
charge upon the taxpayers, and various 
proposals as to revisions of charges. 
The initial report of the Committee rec- 
ommended increased demurrage charges, 
which were promptly approved by the 
Minister. It followed with a recom- 
mendation for an interim adjustment of 
goods rates in the way of a percentage 
increase, supplemented by certain flat 
rates of small amount. The increases 
ranged from 25 to 100 per cent. The 
recommended increases became effective 
January 15, 1920, after approval by the 
Minister. 

The adjustment proved wholly inade- 
quate, and the annual deficit indicated, 
equivalent to about a thousand dollars 
a month per mile of line, again im- 
periled the fiscal policy of the Govern- 
ment. The Minister formally referred 
the matter to the Committee for advice 
as to (@) the rate-making principles 
which should govern, (b) the classifica- 
tion of merchandise traffic, (c) the rates 
to be charged for carriage and ‘services, 
and (d) the rates for carriage of goods 
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on passenger trains. ‘Later this refer- 
ence was broadened to include certain 
special passenger fares and the work- 
men’s rates, which remained on a pre- 
war basis. l 

The Committee first straightened ọut 
the passenger-fare situation, and despite 
considerable Parliamentary opposition, 
increased fares were put in effect Sep- 
tember 1, 1920, as to special forms of 
tickets. The report as to goods traffic 
was published August 13, 1920. Its 
conclusions looked toward. a uniform 
percentage increase in charges, in lieu 
of the varying percentages of the first 
revision, with the announced purpose of 
proserving the prewar relations. On 
this the railway companies and the ma- 
jority of the traders were in accord. 
The increases recommended were sub- 
stantial, and were put in effect Septem- 
ber 1, 1920, after receiving ministerial 
approval. ' 

The general report of the Advisory 
Committee, December 22, 1920, appears 
to be the first thoroughgoing official at- 
tempt at a codification of rate-making 
principles, and was forceful enough to 
have great influence upon subsequent 
legislation. When, in 1921, the Rates 
Advisory Committee was superseded by 
the Railway Rates Tribunal, an inquiry 
was in progress as to a new and much 
more finely graded classification for 
merchandise carried on goods trains. 
The expectation was that such gradation 
would permit merging many “excep- 
tional” (or special commodity) rates 
into the standard tariff. ` 


Postwar READJUSTMENT AND RE- 
ALIGNMENT OF PRINCIPLES 


The Ministry of Transport Act, 1919, 
was passed because no one then had 
anything better to suggest. It was an 
emergency measure. Time for orderly 
return of the roads and decontrol was 
imperative. A new policy was yet to 
be evolved and then translated into law. 
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No one had such a policy to put for- 
ward. National ownership and opera- 
tion, though advocated, was not in gen- 
eral favor, and was beyond the nation’s 


financial abilities if it had been favored. | 


Material and labor costs increased faster 
than the available traffic, and subjected 
the nation, as operator of the railways 
and as guarantor of the agreed com- 
pensation, to staggering, huge deficits. 
The rate structures were obsolete. Dur- 
‘ing the war years the 120 operating 
companies had been under unified, co- 
ordinated operation, and the benefits of 
that co-ordination were clear and vivid. 
The Minister-designate took the posi- 
tion that competition was an unduly ex- 
pensive luxury, doomed to go by the 
board forever. The Ministry of Trans- 
port Act, 1919, permitted the orderly 
development of a policy, and meantime 
supported the companies by continuing 
their guaranties, pending a reformation 
of the rate structure which would make 
the railways self-supporting. 

The Act fell short of actual national- 
ization, but because it centralized large 
powers of control in a political officer it 
aroused the abhorrence of believers in 
the regular order. Many of the more 
extreme features of the bill brought in 
by the Government were abandoned be- 
fore it was passed; safeguards were 
forced in to prevent hasty or ill-advised 
action and to compel the Minister to 
seek. advice from some disinterested 
body which would give those affected a 
chance to be heard openly before action 
was taken. 

This hostility was not abated by the 
passage of the bill. The administration 
of the Act by the new Ministry of 
Transport was fiercely attacked ; public 
confidence was sorely, if unfoundedly, 
shaken; the Minister was not always in 
unison with his colleagues in the Coali- 
tion cabinet; and there were recrim- 
inations galore, which do not interest 
us. 

e 
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Railways Act, 1921 


Early in 1921 the “Colwyn” Depart- 
mental Committee reported to the Min- 
ister on the general character of the 
claims which it was assumed would be 
put in by the railways for reimburse- 
ment under their war-control con- 
tracts, which were said to be enormous 
and unconscionable. Discussion was 
brought to a halt by the startling an- 
nouncement in the House of Commons 
of agreement for a compounding of all 
the clafms for a lump sum of £60,000,- 
000 which would be embraced in a 
Railway Bill. The Ministry’s “Outlines 
of Proposals as to the Future Organisa- 
tion of Transport Undertakings in Great 
Britain and their relation to the State” 
appeared a$ a White Paper in June 
1920. No bill was forthcoming for 
nearly a year. Meantime, the proposals 
of the White Paper were savagely at- 
tacked from all angles. 

In May 1921 the Government’s bill 
appeared, several months after the en- 
actment by Congress of the Transporta- 
tion Act, 1920. The bill unmistakably 
reflected: the impress of the recent 
American legislation. At once adverse 
criticism subsided, and compromises 
were effected which insured action. Na- 
tionalization was shelved. Instead, a 
regulatory machine was contrived which 
was regarded as able to withstand at- 
tacks by nationalization enthusiasts. 

Centralization of control in the Min- 
ister under the Act of 1919 had but 
reflected the contemporaneous world- 
wide tendency in a time of great emer- 
gency: the Act of 1921 decentralized 
that authority as the emergency less- 
ened, and contemplated a continuing 
peacetime policy. The prewar stage of 
controlled laissez faire was over. Im- 
provements made possible or discovered 
during the war should not be lost. 
Weak railways should be absorbed into 
large systems. One important motivat- 
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ing consideration was that the public 
should be given a more effectual voice 
than when control was completely cen- 
tralized in a single minister. All these 
considerations were clearly supported 
by experience. 


Outline of the 1921 Act 


The Railways Act, 1921, to which 
Royal assent was given on August 19, 
1921, dealt with the reorganization of 
the railway system, machinery for the 
regulation of the railways, general bases 
of railway charges, wages and condi- 
tions of service of railwav servants, light 
railways, and certain general provisions. 
It provided conditions for decontrol and 
the adjustment of the war-control com- 
pensation. ° 

The Act required the railways to be 
amalgamated into four new corporate 
groups or systems, along longitudinal 
lines, not later than July 1, 1923. It 
required a greater standardization of 
equipment, accounting, and statistics. 
It announced a new policy, that the gen- 
eral level should be such that the rates 
should yield, under efficient and eco- 
nomical management, an annual net 
revenue equivalent to that of 1913, plus 
a stipulated return on subsequent in- 
vestments and one-third of the amounts 
saved through amalgamations. Any 
substantial excess over the standard 
revenue deemed to indicate a permanent 
revenue condition should be shared by 
the railways and the community, the 
share of the public to come through a 
_ general reduction in rates to absorb 80 

per cent, and the remaining 20 per cent 
to be-awarded the railways as a perma- 
nent addition to the standard revenue. 


Railway Rates Tribunal 


The Act created a Railway Rates 
Tribunal, in outline partially similar to 
the Interstate Commerce Commission, 
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but with more restricted jurisdiction. 
The Tribunal was given broad powers 
of control over railway charges, and 
power to fix such reasonable rates as 
would enable the railways to earn the 
standard return. The full powers of 
the Rates Tribunal did not come into 
complete effect until “the Appointed 
Day,” ultimately fixed as January 1, 
1928. 

Contrary to the Government’s orig- 
inal proposal, the Act gave the admin-’ 
istration no new powers over railway 
finances. Control of capitalization con- 
tinues to be exercised by Parliament 
itself through the media of company 
bills. 


Amalgamations 


To facilitate the process of amalga- 
mation the Act created a court of rec- 
ord, the Amalgamation Tribunal. Its 
decisions were to be final as to facts, 
but as to matters of law were subject to 
appeal to the courts and eventually to 
the House of Lords. The Act continued 
in employment the employees of the old 
carriers, and protected the right of di- 
rectors, officers, and employees to con- 
tinuance in their positions or to pen- 
sions. 

Administratively, the amalgamation 
was carried out with little friction, and 
the few appeals to the courts were un- 
successful. Some “light railways” and 
certain important terminal-area proper- 
ties operated jointly by “committees” 
representing the constituent major sys- 
tems are still unamalgamated. 

The picture as to possible economies 
was painted in a too rosy hue. No one 
could foresee the amazing development 
of road transport soon to come, or that 
the four trunk railways would soon 
be competing among themselves more 
keenly—-and more uneconomically— 
than the 120 railways did before amal- 
gamation. 
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Rule of rate making 


The Act displaced the previous sys- 
tem of regulation of charges, as already 
outlined. There is required an annual 
review of the structure by the Rates 
Tribunal. In no year has the standard 
return been realized. The causes for 
this failure are stated as: (1) the de- 
pression of trade (which means less ton- 
nage, and less ability to bear transport 
charges); (2) the increased intensity of 
the competition of other means of trans- 
port; and (3) the reduced spending 
power of the population. But at no an- 
nual review until 1937 were the rail- 
ways able to suggest any betterment of 
the general system of charges. A mod- 
erate percentage increase has been al- 
lowed. 


Composition and procedure of the Tri- 
bunal 


The Railway Rates Tribunal is a 
court of record. In America it would be 
called a legislative court. Appeals lie 
from it to higher appellate courts, but 
only on points of law. It is made up of 
three paid full-time members—one an 
experienced lawyer who is the president, 
and two who are experienced respec- 
tively in commercial affairs and in rail- 
way business. In addition, there are 
standing panels for additional members 
of the Tribunal or to fill vacancies. 
Two additional members serve under 
the London Passenger Transport Act, 
1933, as will later appear. 

The Rates Tribunal makes its annual 
report to the Minister of Transport; 
and it must investigate and report to 
him on matters within his jurisdiction 
which he may refer to it, but as to such 
matters the final responsibility for ac- 
tion lies with him. He furnishes sup- 
plies to and details the clerical staff for 
the Tribunal. It nevertheless is a 
highly independent body, albeit it main- 


tains a helpfully co-operative relation 
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with the Ministry. The procedure in 
cases before the Tribunal is simple and 
not dissimilar to that before the Inter- 
state Commerce Commission. 

Four great results have been brought 
about: (1) standard terms and condi- 
tions of carriage or merchandise; (2) a 
standard classification of goods; (3) a 
schedule of standard charges, based 
upon mileage; and (4) the scrutiny and 
approval of literally thousands of “ex- 
ceptional rates’—reductions in the 
standard charges, within certain stat- 
utory fimits, under competitive or other 
circumstances which were deemed to 
justify deviation from the standard 
scales. The Rates Tribunal has given 
the carriers a rather free hand in mak- 
ing exceptional rates, and this with the 
acquiescence of the Ministry of Trans- 
port. 

The expectation that adoption of the 
standard rates would lessen the use of 
exceptional rates was sadly disap- 
pointed. The reverse has occurred, and 
the number of exceptional rates now 
runs into astronomical proportions. 
Only a limited proportion of the reduc- 
tions come within limits set by Jaw 
which make formal approval by the 
Rates Tribunal a prerequisite; the great 
bulk of the reductions are made by the 
railways on their sole initial responsi- 
bility, and then are reported to the 
Minister. 

Within the statutory limits, the rate- 
making policy recognizes the value of 
the service as the controlling element in 
determining whether railway rates are 
reasonable; rates which are compelled 
by competition are considered just. 
Cost accounting has not reached a high 
technical standing. The “zone of rea- 
sonableness” is a refinement not yet ac- 
cepted. That rates may be wholly rea- 
sonable and yet be discriminatory or 
preferential is regarded as a novel doc- 
trine, too subtle for practical use. 
There is no direct prohibition similar to 


196 


the long-and-short-haul or the aggre- 
gate-of-intermediates clause of .the In- 
terstate Commerce Act, but the Tri- 
bunal may forbid a deviation from the 
principles of these clauses in particular 
cases. 


Vestigial jurisdiction of Railway and 
Canal Commission ‘ 

The Railway and Canal Commission 
continues to have jurisdiction as to 
preference and prejudice in rates or 
service by railways, and certain duties 
as to the adequacy of service facilities, 
but its principal work is under the sev- 
eral Mines and Railway Rating Acts. 
The duties of the Commission are. suf- 
ficient to justify the continuance of this 
historic and respected agency. In 1933 
a bill to abolish the Commission came to 
the stage of a second reading in the 
House of Lords, based upon alleged mo- 
tives of budgetary economy, but the 
proposal came to nothing. 


COMPETITIVE RELATIONS BETWEEN 
RIVAL ‘TRANSPORT SYSTEMS 


Implicit in the control system which 
had developed was .the concept of a 
railway monopoly. This concept was 
never wholly right, because the heavily 
indented seacoast and the highly de- 
veloped system of interior waterways 
brought a high degree of competition by 
water into the very heart of England. 


But the development of the motor trans- - 


port industry has created difficulties in 
adjustment which are world-wide; and 
the difficulties of acute and even de- 
structive competition have been accen- 
tuated by the general economic depres- 
sion and consequent decrease of tonnage 
available to the competing agencies. In 
Great Britain this has been met to some 
extent by rather bold moves whereby 
~ the railways have taken on the charac- 
teristics of general transport companies, 
and by co-operative arrangements be- 
tween competitors, later described. 
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Railway (Road Transport) Acts, 1928 


In 1928 the four major railways ob- 
tained additions to their corporate pow- 
ers which they had long unsuccessfully 
sought, which enabled them to “go on 
the road” in competition with the or- 
ganizations of motor vehicle operators. 
Primarily these powers were sought and 


, conferred as a means of recovery of lost 


passenger traffic. Five years later the 
four rail systems jointly purchased the 
ordinary share capital of their historic 
competitors in the cartage business. 


Air Transport Act, 1929 


The Air Transport Act of 1929 en- 
abled the railways to anticipate and 
forestall opposition to the acquisition of 
such powers before independent enter- 
prise had come into the field. At pres- 
ent the principle companies are actively 
interested in air enterprises which sup- 
plement their rail services. 


Deraiing 


In the process of overhauling the sys- 
tem of railway taxation, in 1929, Par- 
liament undertook to better the condi- 
tion of certain depressed industries 
which were then complaining that rail- 
way rates were crippling them. The 
Local Government Act, 1929, relieved 
the railways of 75 per cent of the taxes ° 
due from them in respect to local rates, 
and provided that they should pass on 
this exemption to certain industries, 
such as the coal trade and agriculture, 
in the shape of rebates from freight 
charges. This scheme is the British 
equivalent of the Hoch-Smith Resolu- 
tion in the United States. In its op- 
eration it is subject to an annual review 
and revision in details by the Railway 
Rates Tribunal. 

The rebates, amounting to several 
million pounds each year, were passed 
on to the industries intended to be bene- 
fited. It subsequently developed, upon 
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appeal of one of the amalgamated rail- 
ways to the House of Lords, that for a 
series of years they had paid much 
more into the fund than was justly due 
from them. 

The Railway Freight Rebates Act, 
1936, permitted the Railway Clearing 
House to raise a loan in order to re- 
imburse the several railways, and to 
make settlements with the carriers. 
The amount of the fund available in 
the future will be considerably lessened 
by the reduction in railway valuations 
for taxing purposes, and accordingly the 
beneficiary classes were cut down tem- 
porarily in the 1936 Act. 


Royal Commission on Co-ordination 
and Development of Transport 


The coincidence of depression, reduced 
traffic, and suddenly increased and nov- 
el forms of competition was world-wide, 
and in Great Britain the problem took 
on the same aspects of urgency as in 
America. No one had a ready answer. 
A Royal Commission on the Co-ordina- 


tion and Development of Transport was - 


set up in 1929, Its powerful reports 
considerably shaped the course of legis- 
lation upon the increasingly important 
subject of road transport of goods and 
passengers. The Royal Commission 
stated: 


Much of the element of monopoly [of 
the railways] has now disappeared, and 
we are tempted to wonder whether in the 
present circumstances regulation is not 
overdone in certain directions. Certainly 
it proved a serious handicap to railways 
when they found themselves faced with 
road competition which in striking con- 
trast had been allowed to develop with 
an extraordinary lack of regulative con- 
trol, even from the very important points 
of view of public safety. 


The Royal Commission voiced cer- 
tain criticisms of the railway policies. 
It doubted the wisdom of large expendi- 
tures by the railways to establish serv- 


ices which might be in direct competi- 
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tion with their business as railways. 
(The Railway Rates Tribunal has ad- 
vised care in further extension of the 
road operations of the railways.) 


Road Trafic Act, 1930 


The Road Traffic Act, 1930, to which 
royal assent was given August 1, 1930, 
is of highest importance. In its de- 
tailed regulations of the operations of 
motor vehicles upon roads it covered 
many subjects usual in American state 
legislation, such as registration, maxi- 
mum speed and weight of vehicles, 
safety in driving, licensing of drivers, 
compulsory insurance, and the publi- 
cation of passenger fare tables and time 
cards. Two features of the Act require 
special meytion. (1) There is an at- 
tempt to control the commercial use of 
the highways by common carriers or 
carriers of passengers, through a sys- 
tem of district (or “area”) commissions, 
which issue certificates authorizing new 
services (other than contract carriers) 
and to a certain extent control minimum 
rates to prevent wasteful competition 
with other forms of transport. (2) Au- 
thorization is given to the railways to 
invest in road services and to co-ordi- 
nate rail and road services. Decentral- 
ization of administration is accompanied 
by an effort to maintain competition 
within limits. 


Railway investments in road operations 


Since 1928 the railways have made 
heavy investments in road passenger 
service. They have now retired from 
active competition with independent op- 
erators on the road, and have acquired 
joint control with the pre-existing in- 
vestors, in the bus lines, putting their 
own road passenger equipment into the 
joint enterprises. The railways have 
obtained only an equality of interest in 
these joint undertakings. Unimportant 
rail lines and passenger stations have 
been closed when an associated bus 
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company could adequately serve the 
field. Aside from municipal services, 
the independent bus operations are com- 
paratively unimportant. 

The same success was not secured in 
minimizing the competition between the 
goods hauliers and the railways; that 
competition continued to grow. The 
acquisition by the railways of control 
of the great firms of hauliers has already 
been mentioned. That the licensing 
system evidently has not yet achieved 
co-ordination between road and, rail is 
evidenced by the acrimonious tone of 
current controversies. How to reach 
the contract or private carriers was not 
solved by the 1930 Act. 


Administration of Road Traffic Act 


Enforcement of the Road Traffic Act 
was developed under an elaborate offi- 
cial hierarchy headed by the Minister 
of Transport. This feature developed 
serious criticisms, as in theory it made 
against complete independence on the 
part of both the original and appellate 
` officers. Necessarily, much of the volu- 
minous detail of the regulatory function 
had to be delegated by the Minister to 
subordinates for hearing and advice, if 
not for action, and fundamental criti- 
cisms were lodged against this inevitable 
feature of the system. 


The Salter Conference 


On April 11, 1932, the Minister of 
Transport appointed a conference com- 
prised of representatives of the road 
transport agencies and the railways, 
with a neutral chairman, Sir Arthur 
Salter. 

The report of the conference dealt 
‘with three major subjects: (1) inci- 
dence of highway costs, (2) licensing 
and control, and (3) measures to assist 
in equitable conditions for both classes 
of transport agencies. The attempted 
readjustment of highway costs among 
` the users according to the findings as to 
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use-costs led to recommendations for 
heavy additional payments to be made 
by certain classes of road users. A li- 
censing system was proposed for haul- 
iers and ancillary users, coupled with 
conditions as to wages and service and 
maintenance of vehicles in fit condition. 
When considering the licensing of haul- 
iers, the licensing authority would con- 
sider the existing transport facilities, but 
restrictions would be applied with great 
care, and under some system for. con- 
venient and inexpensive appeals. The 
report suggested the creation of a Cen- 
tral Advisory Committee to advise the 
Minister of Transport. 

The report emphasized the need for 
a scientific inquiry, in the light of the 
experience of other countries and the 
special conditions of traffic in Great 
Britain, as to the most economical form 
of transport for each class of goods, 
e.g.: up to what distance in each case 
road transport is the more economical 
and at what point railway transport be- 
comes the more economical; the best 
use and development of standardized 
containers and transshipment under dif- 
ferent conditions; and the like; such an 
inquiry to be ancillary to the practical 
experience of those engaged in the 
transport industry itself. These practi- 
cal questions remain unsolved in Great 
Britain. 


Road and Rail Traffic Act, 1933 


The reports of the Royal Commission 
on Transport and the Salter Conference 
met with criticism which was bitter and 
colored by self-interest, and similarly 
each report was strongly supported. 
Together the reports did much to shape 
needed additional legislation, forthcom- 
ing on November 17, 1933 as the Road 
and Rail Traffic Act, 1933. Parliament 
then for the first time undertook to deal 
with road and rail in one Act. 

The endeavor of the Act was to for- 
ward the attempt to co-ordinate the 
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various forms of transport. It put all 
transport of goods by motor upon roads 
under a system of classified licenses (ex- 
cept certain farm and minor noncom- 
mercial vehicles); it undertook steps to 
prescribe operating and labor condi- 
tions, and to require records to be kept 
by vehicle owners. Particularly in the 
case of public or limited carriers, the 
licensing authority was to exercise dis- 
cretion primarily with regard to the in- 
terests of the general public, including 
those of persons requiring, as well as 
those providing, transport facilities. 
An Appeal Tribunal was created, to 
which appeals now lie instead of to the 
Minister. The regulations and Orders 
made by the Minister carrying out the 
details of the regulatory provisions of 
the law are laid before both Houses of 
Parliament as soon as made, and are 
subject to annulment on the address of 
either house within twenty-eight legis- 
lative days. The 1933 Act overcame 
many of the objections which had been 
raised to the Road Traffic Act, 1930. 
An amendatory Road and Rail Traffic 
Act, 1934, needs only passing mention. 
The evident intent of the Road Acts 
mentioned is stabilization of the whole 
motor transport industry, but the pri- 
vate carrier is affected only by indirec- 
tion. In the long run the system may 
force out the inefficient, irresponsible, 
or immoral private operators who have 
demoralized stable and sane competi- 
tion, and place all of them upon a true 
cost-of-service basis. Much of the reg- 
ulatory control is indirect, through con- 
ditions imposed in road licenses or li- 
cense renewals. Significantly, the Road 
Haulage Wages Act, 1938, and present 
year, is directed at a comprehensive con- 
trol by the state of the wage conditions 
for employees of road carriers, and the 
recent Young Persons (Employment) 
Act, 1938, deals with the prevention of 
the employment of immature youths in 


commercial road transport operations. 
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Transport Advisory Council 


As has been seen, the strengthening 
of administrative powers over rates and 
services has been accompanied by de- 
mands that the administrative officers 
shall act only after receiving the advice 
of an independent, representative body. 
The Rates Advisory Committee forced 
into the Ministry of Transport Act, 
1919, in due course was succeeded by 
the Railway Rates Tribunal, which acts 
only after hearing all concerned. In 
accordance with this precedent, the 
Road and Rail Traffic Act, 1933, made 
provision for the creation of a Trans- 
port Advisory Council to give advice 
and assistance to the Minister in con- 
nection with the discharge of his func- 
tions as to matters relating to the means 
of transport, to transportation facilities, 
and their co-ordination, improvement, 
and development. Upon this council 
are represented a diversity of interests 
—local authorities, users of vehicles— 
horse drawn or motor propelled—pedes- 
trians, pedal cyclists, railways, canals, 
coastwise shipping, harbors and docks, 
labor, and trading. 

A recent, long-continued examination 
by a committee of sixteen members of 
the Council of the question of service 
and rates in relation to the co-ordination 
of the several forms of transport agen- 
cies has resulted in the enunciation of 
important principles which the Council 
hopes may serve as groundwork for the 
achievement of co-ordination. The la- 
bor members of the Council dissented 
on the ground that “national ownership 
of the means of public transport affords 
the only real solution of the problem.” 

The Council concluded that it is de- 
sirable to establish as great a degree of 
co-ordination as possible among the 
various forms of goods transport, to 
avoid unnecessary overlapping of serv- 
ices and uneconomic competition and to 
insure that each form is used to the 
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greatest national advantage. The best 
line of, approach is to aim at securing 
adequate alternative facilities, care be- 
ing taken that the resultant competition 
is on fair terms. The right of the trader 
to select the form of transport which is 
most convenient and economical should 
be unfettered. As applied to the road 
transport industry, the need of internal 
organization and of: stabilization of 
‘wages, working conditions, and rates 
within the industry was stressed as es- 
sential to progress in the achievement 
of co-ordination. Tying the road and 
rail rates together and freezing the 
whole structure met with disapproval. 
The machinery recommended by the 
Council for the accomplishment of 
Stabilization has recently been provided, 
in respect of wages and working condi- 
tions in the road industry. 


Amendments to the Railways Act, 1921 


As necessary for accomplishment of 
the general purposes of the Road and 
Rail Act, 1933, important amendments 
were made to the existing railway regu- 
latory acts, particularly to the Railways 
Act, 1921. The right is now given to 
ports to complain to the Railway and 
Canal Commission of an undue disad- 
vantage to which railways may subject 
them by reason of agreed charges. 
Complaints that agreed charges or ex- 
ceptional rates place coastwise traffic at 
an undue or unfair disadvantage, or are 


inadequate having regard to the cost of- 


the service afforded, may be referred by 
the Minister of Transport to the Rail- 
way Rates Tribunal for its investigation 
and order. In such proceeding, the 
Minister is to call in as an additional 
member of the Rates Tribunal a mem- 
ber of the standing “shipping panel” 
nominated by the President of the 
Board of Trade. 

The Act avoided the effect of a pre- 
vious decision of the Railway Rates 
Tribunal as to the illegality of “agreed 
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charges” between the railways and cer- 
tain patrons, by specific authorization 
for the companies to enter into such 
agreements, subject to the approval of 
the Tribunal. Considerable use has 
been made of this power in respect of 
many diverse commodities. The agreed 
charges are commonly on a basis per 
package, per animal, or according to 
weight, with a notable exception as to 
which the charge is on an agreed per- 
centage of the annual turnover of the 
trader. Before the Rates Tribunal 
sanctions such charges in lieu of the 
exceptional charges which the com- - 
panies otherwise would be free to make, 
it requires that it be satisfied that ex- 
ceptional rates will not meet the situa- 
tion, and that the net revenue which the 
companies will derive from the proposed 
agreed rates may reasonably be ex- 
pected to be greater than if the charges 
were not introduced into the rate sys- 
tem. The Interstate Commerce Com- 
mission often has been subjected to 
criticism for allegedly “interfering with 
managerial discretion” when it has 
made exactly the same inquiry in pro- 
ceedings before it. 


Pooling and joint arrangements 


The obtaining of road powers by the 
private acts of 1928 enabled the rail- 
ways to negotiate joint arrangements 
with certain municipalities which then 
operated their own local transport sys- 
tems. Redistribution of services and 
functions, and a broader and more eco- ` 
nomical if less actively competitive serv- 
ice, have resulted. 

The outcome of a series of agree- 
ments negotiated among the four amal- 
gamated railways is a high degree of 
intercompany community of financial 
interest. . With the approval of the Min- 
ister of Transport, given after refer- 
ences to and favorable reports by the 
members of the Railway Rates Tri- 


bunal, these agreements have resulted 
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in a pooling of the whole of the com- 
petitive passenger and goods traffic of 
the four systems, so that approximately 
one-half of the total gross revenues of 
the lines (aside from the London pas- 
senger pool) come within the terms of 
the agreements and are shared by the 
four companies. Similar arrangements 
were consummated between the rail- 
ways and the canals, and between im- 
portant motor carriers operating pas- 
senger services by road. 


Co-ordination of transport in London 


A practical co-ordination of transport 
agencies in the London Metropolitan 
Area has been brought about by the 
London Passenger Transport Act of 
April 13, 1933, modified by the Act of 
July 31, 1934. Under this authority 
the underground group of companies, 
the Metropolitan Railway, certain local 
municipal undertakings, and numerous 
independent operators were transferred 
to and are operated by the London Pas- 
senger Transport Board, the members 
of which (in order to avoid undue politi- 
cal influence) were appointed by a body 
of “appointing trustees.” The Board 
has effected arrangements with the four 
amalgamated railways for a co-ordina- 
tion of the passenger services of their 
suburban lines with the general services 
of the Board, and for a comprehensive 
pooling and distribution of the pas- 
senger receipts between the Board and 
the amalgamated railways. 

The Railway Rates Tribunal is em- 
powered to make settlement of certain 
rate, service, and facilities questions 
arising under this arrangement. For 
carrying out these additional duties, but 
not with respect to its duties generally, 
the Railway Rates Tribunal is aug- 
mented by two additional members, one 
of whom is experienced in London local 
government and the other in financial 
affairs. 

General administrative supervision, 
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and appellate power in defined cases, 
are lodged with the Minister of Trans- 
port. The Minister and the Board have 
the benefit of the investigations and ad- 
vice of a Traffic Advisory Committee, 
the membership of which is representa- 
tive of the Government, the County 
Councils within the Area, the police, the 
railways and other users of motor and 
horse-drawn road vehicles, the taxicab 
industry, and labor. The Act under- 


‘takes to deal comprehensively through 


a Wages Board with the conditions of 
service and compensation of the operat- 
ing staff. A high degree of co-ordina- 
tion has been brought about, with re- 
sultant economy and betterment of serv- 
ice, by an admixture of consolidations 
and pooling. 


e 
Emergency assistance to railways 


The Great Depression seriously af- 
fected the ability of the British rail- 
ways to finance their necessary capital 
expenditures. By the Development 
(Loan Guarantees and Grants) Act, 
1929, the Government undertook to as- 
sist the companies in financing capital 
expenditures, by a grant of interest, for 
a period of not exceeding fifteen years, 
on the expenditure involved. Most of 
the works schemes undertaken were 
completed by the end of 1934, when the 
effect of the improvements, such as the 
widening of lines, was felt in an appre- 
ciable increase in operating efficiency. 
Late in 1935 the Government put 
through the Railways (Agreement) Act, 
1935,. which authorized the guarantee 
by the’ state of the principal and in- 
terest on loans to be raised by the four. 
amalgamated railway companies up to 
£26,500,000, to enable them “to carry 
out special developments which will add 
to transport facilities and to the con- 
venience of travelers.” Added effi- 
ciency, greater fluidity of distribution, 
and increased employment were all 
stressed as reasons for the state under- 
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writing of the prospective security 
issued. 


SUMMARIZATION 


- The system of regulation in Great 
Britain of transport systems with re- 
spect to their charges and services has 
been brought to its present stage in 
characteristic British fashion—conserv- 
atively, realistically, and seldom with a 
view to the distant, long range. It is, 
as such systems go, well advanced. No 
one, regards it as complete or static. 
Controversy still centers around every 
salient feature of the plan. The Gov- 
ernment has accepted in principle the 
report of the Traffic Advisory Council, 
and expects in due course to propose 
legislation accordingly. But the finan- 
cial situation of the four amalgamated 
railways has become acute, and on No- 
vember 23, 1938, they boldly proposed 
to the Minister of Transport a repeal of 
all existing statutory restrictions upon 
their complete freedom of action in de- 
ciding the charges and conditions for 
the conveyance of freights, including 
such matters as classification, publica- 
tion, and undue preference, “exactly like 
other forms of transport.” Their pro- 
posal is that when equality is achieved 
by a complete repeal of all statutory 
regulation, “it would be proper that any 
regulation which may in future be ap- 
plied to any one form of transport 
should (in appropriate form) be applied 
to all the others.” At long range this 
proposal seems to be a matter of tactics, 
with the aim of forcing action on the 
report of the Traffic Advisory Council. 
When enough momentum is secured, 
modifications will come in conservative, 
realistic fashion—unless some outside 
event of overwhelming importance 
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forces nationalization, which the, crisis 
of October 1938 made imminent. The 
Minister of Transport has referred the 
proposals to the Traffic Advisory Coun- 
cil for recommendations. 

The present tendency may be sum- 
marized in the words of Sir Cyril Hur- 
comb, as developing into 


a compromise of regulated and co-ordi- 
nated monopolies, quasi-monopolies or li- 
censed operation of the different modes of 
transport—road, rail, or water—each func- 
tioning in appropriate areas or within 
otherwise defined limitations, and offering 
alternative and complementary services to 
the trading and traveling public. 


Perhaps too tediously the above nar- 
rative has traced the evolution of the 
British system in such manner that the 
American student may contrast the 
status of events in Great Britain with 
those existing in this country. On this 
side of the Atlantic we may find re- 
assurance in the fact that often in a 
period of more than a century the two 
countries have faced the same economic 
and governmental questions as to their 
relations with their transport agencies, 
and have independently hit upon vir- 
tually the same answers; and that often 
the American experience has been ap- 
proved and then profitably utilized by 
Great Britain. 

No comparison of the two systems of 
administration can be made soundly, 
however, which does not always give 
due consideration to the fundamental 
differences between a democracy operat- 
ing under the cabinet system with a 
Parliament which is supreme, and one in 
which the separation of powers and due 
process of law must control the shaping 
of the administrative process. 


Clyde B. Aitchison, Ph.D., LL.D., has been Inter- 
state Commerce Commissioner since 1917, and is lec- 
turer on Administrative Law and. Federal Regulation 
of Commerce at American University, Washington, 


Recent Developments in the Regulation of Railways 
in Great Britain 


By C. E. R. SHERRINGTON 


F THERE is one characteristic of the 
British situation in regard to the 
regulation of railways that is outstand- 
ing above all others, it is the compara- 
tive stability in the position during the 
twenty years since 1918. 

It is true that this stability has been 
tempered by gradual changes and the 
traditional evolution which has been a 
feature of British railway development 
over more than a century, but in con- 
trast to the revolutionary changes which 
have taken place in France, Germany, 
the Netherlands, and certain other Con- 
tinental European countries, the British 
railway position has continued basically 
unchanged, and the provisions of the 
Railways Act, 1921, remain the charter 
of British railway procedure and en- 
deavor. Just as the Transportation Act, 
1920, with the amendments it carried 
to the Interstate Commerce Act of 1887, 
may be regarded as the means by which 
the American railways turned from a 
wartime to a peacetime footing, so one 
must go back to the Act of 1921 to 
understand the background of the Brit- 
ish railways situation. 

There is, however, no need to deal 
here with the details of that Act, the 
provisions of which are well known to 
students of transportation throughout 
the United States. It will be sufficient 
to remind the reader that as from the 
commencement of 1923, the twenty- 
seven major systems and nearly one 
hundred smaller lines were amalga- 
mated into four large railways, roughly 
regional in area but with most of the 


1See Sherrington, “Some Economic Results 
of the British Railways Act of 1921,” Ameri- 
. can Economic Review, Vol. XIV, No. 2, June 
1924, 


main arteries of traffic flow retaining 
competitive routes, as for instance 
London-Birmingham and London-Scot- 
land. The only exclusions from this 
wholesale and enforced consolidation 
with a strict time limit attached were 
three categories of lines: first, certain 
railways jointly owned by two of the 
new amalgamated companies; second, 
the various electric passenger lines in 
the London Area and also two in the 
Liverpool district, which in the United 
States would be termed rapid transit 
systems; apd third, certain small light 
railways in country districts, some of 
which were of narrow gauge, which cor- 
respond to the Short Lines in the United 
States. 


THE UNAMALGAMATED LINES 


Before passing on, one may relate the 
subsequent developments in regard to 
these three categories. As regards the 
first-named, after difficult negotiations 
each of the joint lines, until recently op- 
erated as separate railways, have vir- 
tually disappeared except as legal enti- 
ties. In the case of the Somerset and . 
Dorset, owned in equal shares by the 
London Midland and Scottish and 
Southern Railways, one of the partners 
is responsible for the operation, the 
other for track and rolling stock. In 
the case of the Midland & Great North- 
ern Joint, 50 per cent London Midland 
and Scottish and 50 per cent London 
and North Eastern, the last-named has 
taken over the operation and manage- 
ment, the net receipts being divided 
equally. In the case of the Cheshire 
Lines Committee, which is owned to the 
extent of two-thirds by the London and 
North Eastern Railway and provides 
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that company with its only entry into 
Liverpool, there is still a manager, but 
the functions of the accounting, legal, 
and other work are divided between the 
two parent companies, namely, the Lon- 
don and North Eastern and London 
Midland and Scottish Railways. ‘The 
London electric passenger lines have 
since 1933 formed part of the huge 
passenger monopolistic combine known 
as the London. Passenger Transport 
Board, and this case will be fully ex- 
amined hereafter. 

The small independent lines ia coun- 
try districts, some of them operating 
under the provisions of the Light Rail- 
ways Act, have suffered almost complete 
abandonment; a mere half-dozen reé- 
_Main in operation, and some of these 
only carry freight traffic.e With the 
coming of strong road competition such 
an end could not long be delayed, and 
the mileage of their sisters which were 
included in one of the four large com- 
panies has suffered no different fate. 
Indeed, these lines account for a sub- 
stantial percentage of the mileage 
abandoned for passenger traffic, namely, 
about one thousand miles, since the 
formation of the four large railways in 
1923. i 

It is a striking fact that the combined 
route mileage of the four British rail- 
- ways has only decreased by a net figure 
of 111 miles out of 19,289, comparing 
1937 with 1923. The total abandon- 
ment due to amalgamation certainly 
does not exceed 50 miles; closing of the 
remainder is almost entirely due to the 
exhaustion of natural resources, such as 
mines, quarries, and the like. 


Tue Perron 1928-33 


The Appointed Day as provided for 
in the Act of 1921 came into force in 
1928, bringing with it the new classi- 
fication of twenty-one classes and a 
„coal class, the schedule of standard 
` charges, and so forth, and therefore its 
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full provisions have been in force for 
only ten years. 

But 1928 also witnessed the first rail- 
way legislation of major importance 
since 1921, because after a long hearing 
Parliament agreed to give the railways 
powers to own, operate, or make finan- 
cial investments in, road transport. 
There were certain exceptions, applying 
mainly to passenger road transport in 
the London Area, but the Railway Road 
Transport Acts of 1928, applicable to 
each of the four railways, were the first 
step towards granting the railways some 
degree of equality with their road trans- 
port competitors. 

It is true that the British railways 
have always owned and operated road 
transport fleets, but these, with a few 
exceptions, were engaged in collection 
and delivery services of rail-borne traf- 
fics, and until the immediate postwar . 
period were virtually limited in range 
to the area covered by horse-drawn ve- 
hicles; but by 1923 the four companies 
possessed over 2,000 motor vehicles, 
over 32,000 horse carts, and over 18,000 
horses. In addition, there were about 
160 motor passenger vehicles, a figure 
which reached a total of 239 in 1929. 
Incidentally, certain British railways— 
notably the Great Western Railway, the 
North Eastern Railway, and the Great 
Eastern Railway—were the first regu- 
lar operators of motor bus services in 
country districts. 

The powers obtained in 1928 necessi- 
tated a new orientation of policies, and 
there being well-defined groups of pas- 
senger road operators serving the dif- 
ferent areas, the policy was adopted, in 
regard to road passenger services out- 
side the London Area, of acquiring a 
financial interest equivalent to that of 
the other largest shareholder in each of 
these various bus operating concerns. 
Thereby, close co-ordination was at- 
tained with railway representatives on 
the boards, interavailability of tickets, 


dovetailing of rail and road time sched- 
ules, replacement of trains by buses 
in cases of emergency—for instance, 
bridge reconstruction or accidents—tre- 


placement of unremunerative branch- . 


line trains by the more elastic bus unit, 
and so forth. 

For the sake of economy, the railway- 
owned buses and coaches were trans- 
ferred to these so-called associated bus 
companies, and although stock had to 
be acquired at a premium in many 
cases, the investment, totaling to-day 
about £10,000,000, has earned excellent 
returns, averaging 7 to 11 per cent. 

Though not strictly railway legisla- 
tion, the Road Traffic Act of 1930 made 
adequate provision for the licensing of 
all public passenger services by road 
through the medium of Area Licensing 
Commissioners, whose achievements in 
stabilizing what was at the time uncon- 
trolled competition deserves high praise 
and has set the seal on co-ordinated 
services with agreed fares and other ad- 
vantages of co-operative endeavor. 

Unfortunately, the freight transport 
problem by road could not be solved so 
simply, and is even now far from a com- 
plete solution. A different policy had 
to be adopted because there were no 
major financial or operating groups of 
long-distance hauliers with which the 
railways could negotiate. In the more 
local sphere, certain large carriers by 
road were wholly acquired by the four 
railways jointly, namely: Carter Pater- 
son and Company, and Pickfords, the 
cost of acquisition of such companies 
being about £3,000,000. Their services, 
largely of a city nature, are being grad- 
ually tied in with the railways’ own 
collection and delivery services, the 
fleets for which have been extensively 
motorized and increased. In fact, at the 
beginning of 1938 the railways owned 
between them nearly 10,000 motor ve- 
hicles and 25,000 horse carts, exclusive 
of the fleets of Carter Paterson, Pick- 
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fords, and other similar firms. The 


power to transport wholly by road, ob- 
tained in 1928, allows for the use of 


‘these railway vehicles where it is de- 


sirable, for throughout transport by 
road. 


Roan anp RAIL Trarric Acr, 1933 


The object of the very important 
Road and Rail Traffic Act of 1933 was 
to achieve a similar measure of stabi- 
lization in regard to the much more 
complex problem of freight traffic by 
road afid rail. It provided for the li- 
censing of road haulage vehicles within 
three categories: the public carrier, the 
limited carrier, and the private carrier 
or ancillary user. 

It was natural that such a revolution- 
ary change, ‘entering on an almost virgin 
field of legislative endeavor, would take 
some considerable time to fructify; but 
fortunately the earlier Act of 1930 had 


_Jaid the basis of Area Licensing control, 


and the same machinery was extended 
to deal with the freight licensing prob- 
lem. It cannot be claimed that the re- 
sults have been as yet wholly satisfac- 
tory, and competition continues fierce 
between rail and road for many of the 
higher classes of traffic; but it is rea- 
sonable to suppose that difficulties are 
being steadily surmounted, and delay 
in achievement may be ascribed partly 
to the essential vagueness of public 
sentiment with regard to the desirabil- 
ity of limiting the extent of competitive 
facilities. The trader dislikes such lim- 
itation, and any European government 
today must of necessity take into con- 
sideration not only commercial and eco- 
nomic factors, but also those coming 
within the category of national defense. 
Nevertheless, few will dispute the claim 
that step by step the construction of a 
sound edifice of co-ordinated transport 
services is steadily, if slowly and with 
difficulty, being evolved. 

The 1933 Act made no provision for 
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the laying down of rates to be charged 
by the road haulier, but legislation 
passed in 1938, based on the recom- 
mendations of the so-called Baillie Com- 
mittee, has made provision for the stat- 
utory control of wages and conditions 
of work in the road haulage industry, 
this being regarded as an essential step 
before the fixation of road rates can be 
determined exactly and in relation to 
railway charges. The next step will 
doubtless be the undertaking of this 
further legislation by Parliament, and 
indeed, preparatory work to thi end in 
the form of surveys has been under- 
taken for some time. 

The contrast between the order of the 
British steps and those which were 
taken in the- Motor Carrier Act as 
passed by Congress will doubtless be 
noted by the American reader. But if 
the Road and Rail Traffic Act of 1933 
went part of the way towards adequate 
control of freight transport on the high- 
way, it also gave some measure of free- 
dom to the railways in their efforts to 
offer competitive rates by according 
them the right to quote “Agreed 
Charges,” a suggestion which, it is im- 
portant to realize, came from trading 
interests themselves. “Agreed Charges” 
are outstanding as witnessing a reversal 
of the policy of legislative control of 
railway charges, but they do not trans- 
gress the long standing theory of dis- 

‘crimination, since such Agreed Charges 
are available to all comers who can offer 
similar conditions of traffic and haulage. 

The benefits of the scheme lie in the 
elasticity, the freedom from detailed 
clerical work, largely accruing to the 
trader, and they make it advantageous 
for the latter to dispatch by rail all the 
tonnage suitable for transport by that 
means. The idea that they involve a 
reduction in the level of rates is incor- 
rect. To those critics who argue that 
they result in undue discrimination, the 
reply may be made that road transport 


Tue ANNALS OF THE AMERICAN ACADEMY 


has always benefited by such freedom, 
and indeed has built up its clientele 
largely through this very benefit. 

A British pioneering achievement, the 
system has since been adopted in France 
and more recently in Canada, though 
the opposition to it in the latter coun- 
try was both misinformed and far from 
accurate in its assessment of the British 
practice the success of which is wit- 
nessed to by the continuing demands of 
traders for new Agreed Charges. The 
number of such Agreed Charges is sev- 
eral hundred, and in total tonnage not 
very impressive; but since the system 
is suited to the highest grades of traffic, 
and it is such traffic that is most liable 
to road competition, the revenue value 
is of very great importance. The ad- 
vantages of a single rate on an annual 
basis for the distribution of all rail traf- 
fic to the 2,000-odd Woolworth’s Stores 
is too obvious to need considerable ex- 
planation. The system also shows the 
close co-operation among the four Brit- 
ish railways themselves, and this aspect 
of complete four-company agreement on 
policy and practice is an outstanding 
characteristic of recent British railway ` 
managerial policy. 


Rattway PooLrnG, 1932-35 


The legislation affecting rail and road 
competition and resulting in some meas- 
ure of co-ordination has been outlined 
above,’ but there is an obverse side to 
the medal in the sense that it is the duty 
of railways in these distressful times to 
help themselves as well as relying upon 
legislation to bring assistance. 

The Railways Act of 1921 was care- 
ful to preserve a large measure of com- 
petition; without this proviso, the Act 
would undoubtedly have met with 
greater opposition. Public opinion 
veers with the winds, and much criti- 
cism was expressed, during the early 
years of trade depression, of the com- 
parative waste of competitive services 

. 
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between London and the more impor- 
tant provincial cities. Such opinions 
are not unknown in the United States 
and Canada, but in Great Britain it was 
realized that the estimates of savings 
from the abolition of such competitive 
services were unduly optimistic, and 
similar critics of railway-working west 
of the Atlantic would do well to study 
this aspect of the position of the British 
railways. 

Nevertheless, to meet this criticism, 
the railways agreed among themselves 
in 1932 to pool the receipts from all 
competitive services, and three pools 
were set up that year, based on the as- 
certained traffic results of 1928, 1929, 
and 1930, covering the London Midland 
and Scottish and London and North 
Eastern Railways, the London Midland 
and Scottish, the London and North 
Eastern, and the Great Western Rail- 
ways, and the London Midland and 
Scottish and Great Western Railways. 
These pools, based on gross receipts less 
certain operating allowances, covered 
passengers, passenger train traffic, and 
all classes of freight traffic. A further 
pool covering all parcels traffic came 
into operation in 1934, and all four 
railways took part in this pool. 

It may be mentioned, in parenthesis, 
that the Great Western and Southern 
Railways had long had in operation a 
pool covering their competitive services 
to Plymouth and the Channel Islands, 
so that, in effect, all directly competitive 
railway traffic since 1934 throughout 
Great Britain has been subject to pool- 
ing arrangements, exclusive of receipts 
from docks, hotels, and the like. Spe- 
cial authority is to be found in the Rail- 
ways Act, 1921, for the formation of 
pools, and there was no opposition 
evoked, though each pool requires the 
permission of the Minister of Trans- 
port. During the subsequent years the 
policy has been extended to include cer- 


tain competitive cross-Channel steamer 
e 
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services, and indeed, the method of pool- 
ing has taken a leading part in the or- 
ganization of the British railways. 

Provided a pool is arranged on the 
basis that the allowance of operating 
expenses, say on a train-mile basis, is 
not so high as to encourage the con- 
tinuance of unremunerative mileage and 
not so low as to result in the withdrawal 
of large numbers of trains, pooling as a 
method may be regarded as successful. 
Without doubt, it has served to silence 
misinformed public criticism of appar- 
ently wasteful competition, and it has 
brought about a by no means negligible 
measure of economy. Fortunately, it 
has not proved antithetical to improved 
facilities, whether measured in terms of 
service, speed, or comfort. 


THE LONDON PASSENGER TRANSPORT 
Boarp 


Closely connected with pooling was 
the formation of the London Passenger 
Transport Board in July 1933. This 
vast monopoly, absorbing all the public 
passenger transport facilities within the 
London Area—tramways, omnibuses, 
underground electric rapid transit lines, 
the Metropolitan railway, with its 
steam-operated extension into Bucking- 
hamshire, and motor coach lines into 
the surrounding country—is a unique 
organization, and is likely to prove the 
model in future years for certain other 
of the world’s largest cities. Already, 
it is understood, Tokyo has adopted a 
similar scheme on a smaller scale, and 
Paris and Berlin have the matter under 
study; but it is no secret that the Lon- 
don scheme, in its inception, equally 
drew its inspiration from certain fea- 
tures of the Berlin Traffic Combine. 

It is true that the organization of a 
publicly appointed board to manage a 
public utility was not unknown in Great 
Britain. In their varying spheres, the 
British Broadcasting Corporation and 
the Central Electricity Board were 
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based on the same conceptions; but the 
London Passenger Transport Act, 1933, 
which set up the corresponding Board, 
was the first essay of this model into 
the realms of actual transport manage- 
ment. Instructed to co-ordinate the 
passenger transport facilities of Lon- 
don for the public interest and the com- 
mon good, and yet at the same time 
yield a fair rate of interest upon the 
invested capital, it will be realized that 
the task was a heavy one, and it will be 
satisfactory to the American citizen to 
know that one trained in the ‘United 
States was chosen to control this monop- 
olistic colossus. 

The problem of the suburban services 
of the main-line railways was overcome 
by an ingenious method of pooling all 
passenger receipts in the London Area 
between the London Passenger Trans- 
port Board and the four main-line rail- 
ways. Whatever may be the failings 
of this bold attempt at transport co- 
ordination, it paved the way for the im- 
provement of London’s transport system 
by pushing aside the petty and local 
viewpoints of the various comparatively 
small transport operators and permit- 
ting the problem of London transport to 
be regarded, for the first time, as a co- 
hesive whole, with due attention to 
planning and new works to be under- 
taken in those areas most lacking in 
up-to-date transport facilities. 

The opportunity was soon to arise, 
because, in part as a measure calculated 
to relieve unemployment, an agreement 
was reached in 1935, and embodied in 
the London Passenger (Agreement) Act 
of that year, by which the London Pas- 
senger Transport Board and the main- 
line railways were to benefit by the rais- 
ing of capital at the very low interest 
rate of less than 3 per cent, there being 
a guarantee of capital and interest by 
the Government. Since much of the 
work consisted of electrification and the 
welding of the London Underground 
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electric lines with the suburban lines 
of the main-line railways, the actual or- 
ganization set up to provide the finance 
was named the London Electric Trans- 
port Finance Corporation Ltd., and cap- 
ital to the tune of rather over £40,000,- 
000 has been raised for the present pro- 
gram of large-scale improvements which 
are scheduled for completion by the 
close of 1940. 

This agreement and program has 
been a source of satisfaction to all con- 
cerned: to the Government, through the 
work given in relief of unemployment; 
to the public, through the urgently 
needed improvements from which it will 
benefit ; to the railways and the London 
Passenger Transport Board, through the 
improved and better co-ordinated serv- 
ices which they will be able to offer. 

With such a low interest rate it is 
almost certain that the works will be 
more than self-supporting, and conse- 
quently no call is likely ever to be made 
for the Government’s guarantee. Inci- 
dentally, the issues as made have been 
greatly oversubscribed. They were 
placed on the market at the truly psy- 
chological moment. A similar policy 
was shortly afterwards adopted in re-' 
spect of railway improvements outside 
the London Area, through the agency of 
the Railway Finance Corporation Ltd., 
under the Railways (Agreement) Act, 
1935. 

The works construction under this 
latter scheme, equally assisting in the 
relief of unemployment, covers sub- 
urban electrification on Merseyside and 
Tyneside; main-line electrification be- 
tween Sheffield and Manchester; con- 
struction of over 250 new steam loco- 
motives; electrification of the main lines 
of the Southern Railway to the south 
coast resorts; improvements to pas- 
senger and freight stations and to loco- 
motive depots; improved telephone, sig- 
naling, and automatic control systems; 
widening of lines; improved workshop 

e . 


machinery; and creosoting depots for 
ties; in fact, a wide variety of railway 
betterments. f 

This program will also verge on the 
£40,000,000 mark, though certain of 
the works in the original schedules have 
been subject to change and delay, owing 
to unexpected rises in the price of ma- 
terials and the difficulty of obtaining 
suitable labor owing to the all-embrac- 
ing needs of rearmament and defense, 
coupled with a temporary shortage of 
steel, 

It need hardly be stressed that these 
two large-scale programs bring the com- 
pany-owned and operated railway sys- 
tems and the semipublic London Pas- 
senger ‘Transport Board into very close 
contact with the Government, for each 
scheme has to be carefully assessed, 
passed, and certified by the officials of 
the Ministry of Transport. It would 
seem to be a method of Government as- 
sistance to the railways through the 
granting of credit which has been almost 
unnoticed in the United States, where 
proposals of aid have been limited to 
loans bearing rather higher interest 
rates. 


RATING, VALUATION, AND LOCAL 
TAXATION 


The railways were also intimately af- 
fected by the Railway Freight Rebates 
Scheme, operative in a preliminary form 
from December 1928, and in its com- 
plete form from October 1929, under 
the provisions of the Local Government 
Act, 1929. This scheme provides that 
three-quarters of the local rates—i.e., 
taxes—paid by the railways become 
payable into a pool to be used for the 
purpose of granting rebates in respect of 
certain specified railway traffics, in 
reality those of the most distressed in- 
dustries—coal mining, iron and steel, 
agriculture, and others. 

Under the Railways (Valuation for 
Rating) Act, 1930, provision was made 
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for the reassessment of local rates pay- 
able by the railways throughout Eng- 
land and Wales, adopting the principle 
long operative in Scotland. After the 
Railway Assessment Authority had fin- 
ished its valuation the railways claimed 
that the assessments were too high, and 
after an extensive and expensive legal 
battle, in which the Southern Railway’s 
valuation came to be regarded as a test 
case, the considerable sum of over £12,- 
000,000 became repayable to the four 
railways from April 1935—-March 1936, 
in respect of past overpayments cover- 
ing the first five-year period, 1931-36. 
Since the Railway Freight Rebates 
Fund could not possibly make the pay- 
ment, a loan of over £9,000,000 was 
raised, which loan was to be repaid with 
due interest*in twenty-six years, and 
the balance is recoverable from the lo- 
cal authorities. In practice, this large 
repayment was utilized in almost every 
case to replenish the general reserves 
and renewal funds, which had been con- 
siderably depleted during the years of 
depression. Agreed assessments are in 
force for the second five years 1936-41, 
so that the difficulty will not arise again. 


CoNCLUSION 


This outline, brief though it is, will 
be sufficient to yield some general: pic- 
ture of the relationship between the 
British railways and the state. Other 
legislation might be mentioned, for in- 
stance, the grant of air operating powers 
to the railways in 1929. Since May 
1934 use has been made of these powers 
to some extent for internal services 
through the agency of Railway Air 
Services. Financially, however, this is 
a minor endeavor, and has so far re- 
sulted in operational losses. 

It is to be hoped that this summary 
has made it clear that the fundamental 
principle that the nation’s primary 
transport system is still dependent on 
company-owned and operated railways, 
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has not been departed from. ‚What the 
future holds in store, no one can fore- 
tell, but the British railway position 
stands out in strong contrast to the situ- 
ation in Continental Europe, where, in 


certain states, the whole transport, sys- 
tem is subordinated to the end of gov- 
ernment defensive, or even offensive, 
action, regardless of the financial results 
to the railway system as such. 
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Public and Private Operation of Railways in France 


By Hersert E., DOUGALL 


HE recent “nationalization” of the 

main-line railways of France is of 
particular interest to the American stu- 
dent of public service industries, be- 
cause the probability of Federal acqui- 
sition of American railways is now less 
remote than at any previous time since 
the war. Will the United States con- 
tinue to represent, along with Great 
Britain, the stronghold of private own- 
ership? What forces lead to govern- 
ment ownership? Has the world-wide 
trend away from private control any 
significance in this country? 

To a certain extent the trend towards 
government operation evidenced by de- 
velopments abroad and by the distress- 
ing condition of the railways at home 
places the advocates of private opera- 
tion on the defensive. The burden of 
proof rests upon them to show why the 
business of railroad operation is best 
carried on by private capital and man- 
agement. Unfortunately our own ex- 
perience with Federal control from De- 
cember 1918 to March 1920 was too 
short and the conditions too abnormal 
to serve as a test of the efficacy or the 
disadvantages of public control. We 
are forced to rely on theoretical reason- 
ing and upon the experience in other 
nations; and in using foreign experience 
as a guide, great caution must be ob- 
served in transferring that experience 
out of its own peculiar setting. Never- 
theless some light may be thrown on 
this discouraging but vital problem of 
government versus private operation of 
railways by an examination of the cir- 
cumstances under which public opera- 
tion is chosen in other countries, and of 
the results of that choice. The recent 
developments in France provide the oc- 
casion for a brief examination of public 
and private operation of railroads in 
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that country which may clarify our 
thinking with respect to our own situa- 
tion. 


THE ORIGINAL “PRIVATE” SYSTEM 


In the sense in which we use the term, 
there has never been purely private rail- 
way operation in France, except of 
short loçal lines. When the question of 
railway organization first arose in the 
1830’s, purely private and public op- 
eration alike were rejected in favor of 
a compromise arrangement whereby the 
state gave private companies the right 
to operate their own equipment over 
their own tracks on right of way pro- 
vided by the Government, for limited 
periods as set forth in the concessions 
or contracts. The state retained the 
privilege of purchase at the end of the 
concessions. The Conventions of 1859 
and 1883 passed between the state and 
the companies established the system of 
guarantee whereby any deficits of the 
companies (after allowing for bond in- 
terest and amortization and a set divi- 
dend on the stock) were to be made up 
by the state, the advances to be subse- 
quently repaid out of operating surplus. 
In return for this public aid, which en- 
abled the lines to obtain capital at the 
low rates paid on direct state loans, the 
companies were subjected to rigid con- 
trol of rates, service, and finance, and 
undertook to carry out the Govern- 
ment’s railroad construction program.* 


THE SEVEN MAIN-LINE SYSTEMS 


Six main-line railway companies were 
organized and operated under the con- 


1 For a convenient account in English of 
the origin and development of the relations 
between the French railways and the state see 
Stuart Daggett, Principles of Inland Trans- 
portation (New York: Harper & Bros., rev. 
ed., 1934), Ch. XXXVII. 
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cessions system, all but one of which 
had their main sections converging at 
Paris: the Ouest system serving the 
area south and west to the coast from 
Paris, covering Normandy, Brittany, Le 
Maine, and La Vendée; the Midi, serv- 
ing the Pyrenees district and north to 
Bordeaux on the coast and Toulouse in 
the center; the Paris-Lyon-Mediterranée 
serving the western section; the Nord 
serving the industrial north between 
Paris and Belgium; the Est in the terri- 
tory east of Paris to Alsace-Jorraine; 
and the Paris-Orléans in the central 
part of France. A seventh system, the 
Alsace-Lorraine system, originally part 
of the Est system, was regained by 
France in the Treaty of Versailles and 
was retained under state control. 

` This arrangement of private opera- 
tion under strict government regulation 
proved to be fairly successful. By the 
opening of the war only two of the sys- 
tems owed money to the state. A third, 
the’ Quest, had piled up such a huge 
deficit that it had become necessary for 
the state to acquire it in 1908. Adding 
a few miscellaneous state-owned lines to 
the Ouest system, the publicly operated 
Etat system was created. The large 
and chronic deficits of the Etat system 
are usually cited by the opponents of 
government operation as proof of the 
wastes of this system of control. An 
analysis of the traffic and territory of 
the Ouest system, however, reveals the 
fact that the heavy less-than-cost sub- 
urban passenger traffic and the sparse 
agricultural freight traffic probably ac- 
count for most of its difficulties. At 
any rate, one is not justified in jumping 
to the conclusion that its losses have 
been the direct result of state operation. 


Tae War AND Postwar PERIODS 
French railways, both public and pri- 
vate, were operated by the military au- 
thority from 1914 to 1919.2 Civil serv- 
2 For the best discussion of the period of 
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ices were subordinated to the task of 
winning the war; costs soared, and rates 
were not advanced proportionately. 
The deficits incurred during the period 
were borne by the state, and were so 
substantial as to require the reconsid- 
eration of the relationship between the 
railways and the Government. The 
deficit for the period 1914-19 for the 
five large private systems alone totaled 
1,600 million francs. The heavy losses 
of the Etat system had been absorbed 
in the state budget. By October 1921 
the six large systems owed the state 5 
billion francs. 

Legislation setting up a new relation- 
ship between railways and the Govern- 
ment was passed in Great Britain in 
1921—Jleading to wholesale amalgama- 
tion by 1927—-and in the United States 
in 1920, in the Transportation Act of 
that year. France abandoned the ex- 
isting system of individual guarantee, 
and in the Convention of 1921 set up a 
common fund into which the surpluses 
of the private and publicly owned com- 
panies over and above the fixed divi- 
dend rates on the stock were to be paid, 
and from which deficits, if any, were to 
be covered. A deficit in the fund as a 
whole was to be made up temporarily 
from state advances followed by rate 
increases, while a surplus would lead to 
rate decreases.2 This arrangement was 
somewhat similar to that established in 
Great Britain and America, except that 
in these countries there was no state 
guarantee. In Great Britain, “standard 
revenues” were established for each of 
the big four companies emerging out of 
the amalgamation; if these were not — 





war operation, see M, Peschaud, Politique et 
fonctionnement des transports par chemin de 
fer pendant la guerre, Paris: Les Presses Uni- 
versitaires de France, 1922. 

8 The Convention of 1921 is described in 
Stuart Daggett, loc. cit., and in H. E. Dougall, 
“Railway Rates and Rate-Making in France 
since 1921,” Journal of Political Economy, 
Vol. XLI, No. 3 (June 1933), pp. 289-333. 
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earned, rates were to be raised. In the 
United States, the Interstate Commerce 
Commission was directed to set the gen- 
eral level of rates so that the railways 
as a whole or in large groups would earn 
a “fair return” on the value of their 
properties as determined by the Com- 
mission. In all three countries, this 
system of “automatic rate making” sub- 
sequently broke down. 

The holders of French railway securi- 
ties continued to be protected by the 
new common-fund arrangement; but by 
the end of 1936 the cumulated deficit in 
the common fund amounted to over 26.4 
billion francs. It had been impossible 

_ to increase rates in the face of depres- 
sion conditions sufficiently to cover the 
huge losses of all the railways, public 
and private. With this tremendous 
public investment at stake, it was only 
natural that pressure for complete na- 
tionalization should be strong, and with 
leftist governments in power, the pres- 
sure culminated in the passage of the 
nationalization decree on August 31, 
1937. By this decree and the accom- 
panying convention passed between the 
state and the companies, the main-line 
railways were turned over to a new Na- 
tional Railway Company.* 


REASONS FOR NATIONALIZATION 


Nationalization of the main-line rail- 
ways of France was the direct result of 
the group guarantee system which had 
been installed in 1921 in the common 
fund arrangement. The huge deficit 
which had been covered by loans based 
on state credit not only drew renewed 
attention to the financial ills of the rail- 


+ For a discussion of the new National Rail- 
way Company see H. E. Dougall, “Railway 
Nationalization and Coordination in France,” 
Journal of Political Economy, Vol. XLVI, No. 
2 (April 1938), pp. 218-28; and Gaston Jéze, 
“La réorganization des chemins de fer d’inté- 
rét général,” Révue de science et de législation 
financières, Vol. XXXVI, No. 1 (Jan.~March 
1928), pp. 40-115. ` 
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way systern; it was in addition a very 
serious burden on the national budget.’ 
When the Socialist party came into 
power in June 1936, nationalization of 
railways naturally fitted into the social- 
istic program. The new regime also be- 
lieved that the deficits would disappear 
if unification and co-ordination could 
be obtained under state control. 

Professor Jèze has admirably sum- 
marized the problems which faced the 
reorganizers of the railway system: ° 

1. The financial problem consisted 
of so feorganizing the operations and 
finances of the railways as to put an, 
end to the annual deficits in the common 
fund now borne by the state. Up to 
1930 the common fund had been kept 
in equilibrium by rate adjustments. 
After 1929 the deficits mounted stead- 
ily, for rates could not be adjusted in 
the face of economic depression. As we 
have seen, the cumulated deficit 
amounted to 26.4 billion francs by the 
end of 1936. In 1937 the situation was 
further aggravated by the passage of 
the 40-hour week and by increased wage 
rates, and the year resulted in a deficit 
of 5.8 billion francs, bringing the cu- 
mulated deficit up to the tremendous 
figure of 32.2 billion francs. 

2. Second is the.problem of adequate 
public service. Under the system of 
concession the state, not the railways, 
fixes the rates and fares and lays down 
the rules of service. In so doing, the 
state must consider the general eco- 
nomic and social effect of rate and serv- 
ice changes, as well as their effect on 
railway revenues. Regardless of the ef- 


5 An interesting analogy may be drawn here 
with the railway situation in Canada. There 
the deficits of the Canadian National system, 
which have ranged from 40 to 100 millions a 
year since 1920, not only are evidence of a 
parlous state of affairs in so far as railway 
finance is concerned, but constitute in addi- 
tion an insupportable load on the Dominion’s 
budget. 

6 Op. cit., pp. 41-50. 
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fects on financial condition, adequate 


transportation service is essential to the. 


national welfare. Under the Conven- 
tion of 1921, the basic idea was that the 
deficit in the common fund was to be 
covered by rate increases; rate policy 
was thus to be governed by financial 
condition. The impracticability of this 
arrangement is evidenced by the accu- 
mulation of the deficit which finally 
forced the nationalization program. 

3. Third is the legal problem. Un- 
der the concession system the private 
companies and the state are fied to- 
gether by contracts. To be freed from 
these contracts the state must either re- 
purchase the lines or abrogate the con- 
tracts, that is, appropriate the lines 
without paying an indemnity. The 
financial condition of the estate would 
not permit the former course, and the 
latter course, although advocated by 
some of the extreme leftists, was con- 
sidered unethical, to say the least. 

Such were the basic problems which 
confronted the special commission 
which was appointed in 1937 to pre- 
pare a program of railway reorganiza- 
tion. In view of the fact that rate in- 
creases were out of the question, it ap- 
peared that relief could be had only 
through very substantial operating 
economies. ‘Lhe Socialists insisted that 
the system of concessions had produced 
enormous wastes, and that centraliza- 
tion of control and elimination of dupli- 
cations through nationalization consti- 
tuted the only way out. Opponents of 
nationalization pointed to the dangers 
of bureaucratic control, especially the 
increased pressure which railway em- 
ployees would bring for higher wages, 
shorter hours, pensions, and paid vaca- 
tions, when they attained civil service 
status. They alluded to the chronic 
deficits of the Etat system since its 
formation in 1908. 

However, negotiations with the con- 
cessionaire companies were commenced. 
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The companies insisted on being indem- 
nified according to the repurchase pro- 
visions of the existing contracts. It was 
finally agreed to compensate the private 
companies by giving them part of the 
stock of the new National Railway 
Company, which stock was to be amor- 
tized by 1983. In consideration of this 
indemnity and the continuation of the 
guaranteed status of the existing securi- 
ties, the private companies were to re- 
nounce their concessions and transfer 
their property to the new National Rail- 
way Company, retaining their legal 
identity until the shares of the national 
company were eventually distributed to 
the stockholders of the constituents. 
The two publicly owned systems would 
be absorbed direct. 


RESULTS EXPECTED OF 
NATIONALIZATION 


It is the hope of the creators of the 
new system that the basic problems re- 
ferred to in the preceding section will 
be solved by the new arrangement. The 
deficits of the constituent companies are 
now absorbed by the state budget, and 
more pressure for their reduction should 
result. The goal is for the national 
company to cover operating expenses by 
1939, and operating expenses and fixed 
charges by 1943; in the meantime the 
state is to advance the necessary funds 
if rate increases are impracticable. 
Thus the basic idea of the common 
fund has been retained. The hope is, 
of course, that through elimination of 
duplication, co-ordination of rail and 
road transport, and improved economic 
conditions, it will be unnecessary for 
the treasury to pay out sums similar to 
those advanced in past years and 
financed by loans. 

As for the problem of operation in the 
public service, nationalization may well 
result in substantial improvements. 
Unification of service under the new na- 
tional company should result in elimina- 
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tion of duplication, economies in pur- 


chasing, and better railroad co-ordina- ` 


tion. But this new company, while 
ostensibly a separate organization, is in 
reality a state department, for the pub- 
lic budget is to bear the results of loss 
and enjoy the possible profits resulting 
from its operations. As for manage- 
ment, the state has the preponderant 
voice. Of.the thirty-three members of 
the Administrative Council of the new 
National Railway Company, fifteen are 
state representatives, twelve represent 
the private companies, two “the public,” 
and four the railway employees. Thus 
the door is left wide open to the dis- 
utilities and wastes which politics may 
bring into the operations and manage- 
ment of the consolidated company. 
The legal problem of the “deal” be- 
tween the state and the private com- 
panies has been amicably settled. The 
owners of the private companies retain 
their status of ‘fixed claimants as far as 
_income is concerned, and are to be in- 
demnified for whatever part of the do- 
maine privé (nonoperating properties 
owned by the companies) is acquired by 
the new company. Forty-nine per cent 
of the shares of the new company have 
been delivered to the private companies 
in lieu of the repurchase indemnities set 
forth in the original concessions. The 
gradual amortization of these -shares 
constitutes the payment for the proper- 
ties turned over to the new company. 
Whether this arrangement will prove 
entirely satisfactory to the shareholders 
remains to be seen. The holders of the 
bonds of the private companies continue 
to enjoy the status of creditors of the 
state. 


THE FUTURE 


One might summarize the reorganiza- 
tion of the French railway system some- 
what as follows: 

On the credit side: complete fusion is 
obtained, bringing with it whatever 
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economies may result from centralized 
management and elimination of duplica- 
tion; the state acquires the private com- 
panies without a large outlay of cost, 
the payments being spread over a 45- 
year period; possible consolidation of 
all railway debt and conversion on fa- 
vorable terms may result in economies 
in interest charges; since the treasury 
advances to the railway system are in- 
cluded in the national budget instead of 
being covered by public borrowing, the 
problem. of deficit operation will be 
placed fegularly in the lap of Parlia- 
ment, and more direct action on the 
railway problem may be obtained. 

On the debit side of the ledger: the 
old automatic rate-making principle is 
retained—financial results are still to 
be the deterthining factor in rate mak- 
ing; economies through reduction of the 
pay roll will be well-nigh impossible 
now that the cheminots have complete 
civil service status, for major economies 
can be achieved only in this item which 
makes up over two-thirds of railway op- 
erating expenses. 


LESSONS FROM THE FRENCH SITUATION 


Whether or not the nationalization of 
the main-line railways in France will re- 
sult in operating and financial econo- 
mies and in superior service is still im- 
possible to predict. 


yet available. But it is certain that 
very substantial changes in financial 
condition must await the results of co- 
ordination and whatever improvement 
in general economic conditions the fu- 
ture will bring. 

In reviewing the French situation, it 
should be clearly kept in mind that 
from the very beginning, the French 
railways have been considered a part of 
the public domain, their operation so 
weighted with the national economic, 
social, and military interest as to make 
them definitely a public industry. In 


The results of the . 
first year of national operation are not’ 
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granting operating concessions. to the 
private lines the state merely trans- 
ferred to private hands the right to op- 
erate the public business for a limited 
period. Their original recognition of 
the public-service nature of railways has 
led most of the European countries into 
direct operation of railways or to some 
temporary consignment to private con- 
trol, in contrast to the situation in Great 
Britain and the United States, where the 
railways enjoyed a considerable period 
of freedom as private enterprises before 
being subjected even to public regula- 
tion. This attitude explains why the 
Continental state has always exercised 
control over rates, service, construction, 
and finance, has often guaranteed the 
securities issued to obtain railway capi- 
stal, has subsidized construction, and has 
participated in railway losses and (in 
theory) in railway profits. The nation- 
alization of the French railways should 
therefore be considered a mild innova- 
tion rather than a drastic change. 

But such considerations should not 
blind us to the fact that even in those 
few countries where private control is 
the typical situation, certain forces may 
' also lead inevitably to government op- 

eration. Whenever the state has a very 
substantial financial stake in the rail- 
way industry, it will tend to demand 
active control over that industry for the 
protection of its investment. Whenever 
railway employees gain a considerable 
degree of power, either through direct 
. political pressure, as in France, or 
through the support of a sympathetic 
administration, the scales are tipped to- 
wards nationalization. And whenever 
privately invested capital cannot enjoy 
a respectable return from railway op- 
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eration, new capital can come from only 
one source; that capital will be raised 
on public credit, and public capital will 
carry public control along with it. In 
the United States, unless earnings can 
be so increased or unless the financial 
structures of the private lines can be 
so scaled down as to revive the credit of 
the railway companies, it may be neces- 
sary for the Federal Government to ac- 
quire them. Had the American rail- 
roads been supported by state guarantee 
of their bond issues, many of theni 
would long since have passed into the 
control of the Government which would 
have been required to foot the bills. : 

To throw any real light on the ques- 
tion as to whether the services and the 
credit of the American railroads should 
be saved by government acquisition, we 
need more than superficial studies of 
foreign experience. Casual students of 
government ownership are usually too 
prone to assume that since most govern- 
ment-owned lines operate at a deficit, 
the fact of government operation is the 
reason for the deficit. Careful analysis 
should be made of the circumstances 
under which the lines came to be pub- 
licly operated, and of their traffic and 
expenses during government operation. 
Only through such analyses as those 
made by Leslie T. Fournier and Julian 
S. Duncan can the real facts of the case 
be revealed.” And even when the facts 
of a foreign situation are revealed, great 
care should be used in applying conclu- 
sions with respect to foreign experience 
to our own American scene. 


1 Leslie T. Fournier, Railway Nationalization 
in Canada, Toronto, 1935; Julian S. Duncan, 
Public and Private Operation of Railways in 
Brazil, New York, 1932. 
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Nationalization of the French Railways * 


By GeEorGES HARCAVI 


ROM the beginning of the twenti- 
eth century to the war, the finan- 
cial situation of the French railways was 
relatively prosperous, The war greatly 
upset the operation of the railway net- 
works, which were requisitioned from 
1914 to 1918. Equipment underwent 
considerable wear and tear without off- 
setting renewals, which circumstances 
did not permit. The number of cars 
unfit for service increased more than 
fivefold during the war, the number of 
locomotives more than tenfold, and lay- 
ups for light repairs followed a like rise. 
Personnel was inadequate and badly 
trained. 

Then, too, because of the general eco- 
nomic situation, considerable disorder 
was produced in the general pattern of 
traffic. The long isolation of the Cen- 
tral Powers, the new transverse flow of 
traffic from west to east due to the entry 
of the American armies into the war, the 
new currents of transit passing neces- 
sarily through France, such as deliveries 
of coal to Italy and other phenomena 
. completely upset the former traffic situ- 
ation. Finally, the tremendous falling 
off of exports in favor of imports 
brought about the mass movement of 
empty cars toward the seaports and the 
shipping of these cars, loaded, back to- 
ward the interior. 

The rise in prices, in addition, took 
on proportions unknown up to that 
time. Salaries, which were less than 
eight hundred million francs in 1913, 
exceeded two billion francs in 1918. 

Tf one adds to this the systematic de- 
struction effected by the enemy on the 
northern and eastern networks, one will 


* Translated by Æ. Douglass Burdick, 
Wharton School of Finance and Commerce, 
University of Pennsylvania, and Marian P. 
Burdick. 


have an idea of the tragic situation 
which the networks were facing imme- 
diately after the war in the field of 
technical operation. A third of the to- 
tal length of the lines operated by these 
two networks was ruined. In all, 3,000 
kilometers of lines, including 6,000 of 
track, more than 1,500 bridges, and 
twelve tunnels, were demolished. 

In thé financial field the situation was 
no less serious. The accumulated defi- 
cit was more than five billion francs. 
All sorts of difficulties were left dan- 
gling, outside the scope of the Agree- 
ment of 1883. 

The state “desired to increase its au- 
thority over the railroads, and the very 
fact that the networks had already 
functioned with complete solidarity 
during the period of requisition seemed 
to encourage the adoption of a new 
formula of unification. 

Negotiations were started in 1920 be- 
tween the networks and the state, re- 
sulting in the Agreement of June 28, 
1921, approved by law on October 29 
of the same year. By common consent, 
the application of the Agreement was 
made retroactive to January 1, 1921. 


AGREEMENT OF 1921 


The Agreement of 1921, applying to 
the major networks as a whole, gov- 
erned the French railways until 1937. 
Prior to that agreement, the railways 
had more and more concentrated into 
a limited number of networks. It was 
the intention of the Agreement of 1921 
to continue this co-ordination. 

As for the method of management, 
the private franchise system had been 
allowed from the beginning. However, 
it began to show signs of a retrogression 
by the forming of the state-owned net- 
work in 1883 and the repurchase of the 
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western network in 1908. Both trans- 
actions were forced on the Government 
by circumstances and, it should be 
stressed, by the deplorable financial sit- 
uation of the operators at the time. 
Thus, nationalized economy had to be 
substituted little by little for private 
economy. 

Lastly, within the very framework of 
the concessions, the financial association 
between the concessionary companies 
and the state was continuously in proc- 
ess of development, to the point where 
it assumed the aspects of a rel confu- 
sion of their respective credits. The 
Agreement of 1921, and especially the 
Amendment of 1933, allowed them to 
go a step further in this direction, in 
having the state participate directly in 
the management of the companies. 

Marked concentration of the net- 
works, greater and greater interventions 
of the state, financial solidarity of the 
networks—such were the outstanding 
trends even before the Agreement of 
1921. 


DISTINCTIVE POINTS IN AGREEMENT OF 
1921 


The Agreement of 1921 presented in 
relation to the preceding agreements 
` two essential differences. 

The first—of a negative kind—was 
that this agreement included neither 
concessions for new lines nor unifica- 
tion of existing lines. The structure of 
the national network was modified only 
by the inclusion of the Alsace-Lorraine 
network, whose operation was resumed 
by the French Government immediately 
after the war. This network, subject at 
first to a provisional regime, was in 1923 
made a part of the regime instituted in 
1926 for the other major French net- 
works, 

The second innovation was that for 
the first time, this agreement assumed 
the form-of a unique instrument for all 
the networks, without distinction be- 
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tween the state networks and the con- 
cessionary networks. This unity defi- 
nitely indicated the intention of the 
contracting parties to establish a very 
extensive co-ordination, but not a com- 
plete merging of various networks. 
This co-ordination, whose origin went 
back to the war (1914-18) and to the 
years immediately following, was to be 
normally completed by a dovetailing no 
less extensive of the methods of opera- 
tion of the networks with the needs of 
the national economy. In the financial 
field it was to be accomplished by the 
inauguration of the principle of financial 
solidarity among the several networks. 
And finally, the rule concerning the 
“automatic adjustment of rates” was 
supposed to result in allowing the na- 
tional railway network as a whole from 
then on to balance its receipts arid its 
expenditures through reliance on the re- 
sources of its traffic alone, and without 
contribution from the state budget. The 
application of this latter principle was 
nevertheless postponed until the fiscal 
period 1927. 

In short, the French railways did not 
cease to be considered a public service, 
but in the optimistic hopes for the fu- 
ture shown by the good will of the con- 
tracting parties in 1921, they could and 
had to be conducted according to the 
procedures of industrial management. 


AMENDMENT OF 1933 


The text of the Agreement of 1921 
finally proved incapable of meeting the 
demands of the situation. The neces- 
sity of remodeling the charter for the 
government of the railways has been 
apparent since the depression. 

The Minister of Public Works invited 
the networks to study a thorough reform 
of their administrative regime, permit- 
ting the complete merging of all the net- 
works. In 1933 they arrived at a sem- 
blance of accomplishment. Although 
the Amendment of July 6, 1933, ap- 
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proved by law July 8, had undergone a 
long period of gestation, it bore all the 
earmarks of an improvisation——much 
more so, even, than the Agreement of 
1921. Far from providing for an inte- 
grated plan, carefully considered, it was 
composed of a certain number of meas- 
ures of varying efficacy. These meas- 
ures grew out of three different ideas: 

1. To give an even more industrial 
character to the management of the net- 
works through (a) rendering flexible the 
terms of the contract and the regula- 
tions concerning technical operation and 
rate-making procedure, and (b) giving 
them an incentive for economies in re- 
viving the administrators’ bonus, which 
had become practically nonexistent ac- 
cording to the formula of 1921. 

2. To come to the aid of the General 
Fund; this operation being accom- 
plished indirectly by means of a reduc- 
tion in the rate of the tax on passenger 
transports, compensated for by a cor- 
responding increase in rates, the result 
of which has been to transfer a part of 
the deficit from the budget of the net- 
works to the state budget. In exchange 
for this aid, to obtain from the com- 
panies a remittance on the amount of 
the indemnities to be paid in case of 
repurchase or termination of the con- 
cessions. 

3. To lay the basis for a thorough ad- 
ministrative reorganization, orientated 
in the twofold direction (a) of a rein- 
forcement of state control through the 
appointing of state administrators and 
through the forming of a committee on 
agreements, and (4) of a more extended 
co-ordination, indeed even of a merging 
of the operations of the different net- 
works among themselves, by enlarging 
the powers oI the Board of Direction 
and by the merging of the operations of 
the Orleans and Midi networks. 


THE SITUATION IN 1937 


Experience soon showed in striking 
fashion that in the administuative sys- 
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tem, as in the financial field, the work 
of the contracting parties of 1921 pre- 
sented such imperfections that it could 
only end practically in the most trouble- 
some consequences. It was important, 
then, to reform at the same time the 
administrative and financial organiza- 
tions of the French railway system. 
But it was not sufficient to state the 
necessity for this reform, it was neces- 
sary also to investigate from the legal 
point of view the means to be adopted 
to obtain, under the best conditions pos- 
sible for the group, the results that one 
proposed to attain. Thus, in 1937 the 
French railway problem had a threefold 
aspect—administrative, financial, and 
legal. 


THE ADMINISTRATIVE PROBLEM 


The Agreement of 1921 and the 
Amendment of 1933 had turned out to 
be from an administrative point of view 
a sort of compromise between the claims 
of the two contracting parties, that is, 
(a) the companies quite naturally de- 
sired to be in charge of the management 
of their respective networks, and (b) 
the state was moved by the concern, no 
less legitimate, to oversee this manage- 
ment. 

It was decided then that each net- 
work should keep its internal organ- 
ization and its own operation. The 
companies therefore continued to be 
administered by their administrative 
councils and by general stockholder- 
board-meetings. Since 1933 only, two 
administrators representing the state 
have sat with the administrative coun- 
cils of each of the concessionary com- 
panies. To this organization peculiar to 
each network was added a general or- « 
ganization composed of the Board of 
Direction of the major networks and the 
Superior Railway Council. This in- 
cluded not only the concessionary com- 
panies but also the Etat and Alsace- 
Lorraine networks, both belonging to 
the French Government. 
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The Board of Direction of the major 
networks was in response to the idea‘ of 
‘co-ordination of operations, as stated 
above. For each of the five companies 
it was composed of three administrators, 
of whom one must necessarily be a state 
administrator, and the general director 
of the network ; and for each of the net- 
works—Etat and Alsace-Lorraine—it 
consisted of the president and vice- 
president of the network council and 
the general director. As each network 
was granted only one vote, the com- 
panies were assured of having a fonstant 
majority in the deliberations of the 
Board. These deliberations bore upon 
all questions pertaining to the networks 
as a whole and bound them all. The 
state was represented on the Board, in 
addition to the state admirfistrators dis- 
cussed above, by a Government Com- 
missioner, who was Director-General of 
Railways in the Ministry of Public 
Works. 

The Superior Railway Council, which 
was to insure the co-ordination of the 
interests of the networks with the gen- 
eral interests of the country, was com- 
posed of the members of the Board of 
Direction other than the state admin- 
istrators, of delegates from the person- 
nel of the networks, and representatives 
of the general interests of the nation. It 
functioned with thé Minister of Public 
Works and examined, at the Minister’s 
request, questions of interest common to 
all the networks, but the Minister al- 
ways remained free to follow or not to 
follow its advice. 

Three forms of criticism might have 
been' applied to this organization. On 

. the one hand, it was reproached with 
having left too great an autonomy to 
the networks. This allowed a number 
of ‘disadvantages, among which were: 
the survival, in spite of the efforts to- 
ward unification since 1921, of different 
methods and procedures especially irk- 
some to the public; the almost irrational 
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and consequently costly utilization of 
stock; and those internecine and under- 
hand rate battles to which the networks 
gave themselves, certain ones not hesi- 
tating to lower their prices to an exag- 
gerated degree to take away from others 
some of their regular traffic. It was, in 
a word, the state, that is to say the gen- 
eral public, that bore the expense of 
these manifestations of independence, 
since it was obliged to pay the charges 
on the growing deficit. . 

On the other hand, one was right in 
complaining of the system for having 
made possible the dominance of the 
concessionary companies over the net- 
works as a whole, since on the Board of 
Direction the two state networks had to 
bow to the decisions of the representa- 
tives of the concessionary companies. 
This “dominance” was criticized so 
much the more because the state found 
itself practically impotent before the 


companies which were accused, not 


without cause at times, of operating the 
railways with certain private interests in 
view and without considering the real 
needs of the public. The reason for this 
was that the representation of public 
authority on the administrative councils 
of the companies and on the Board of 
Direction was very weak. 

Finally, as a result of the rapid de- 
velopment of the means of transporta- 
tion competing with the railroads, the 
question of the co-ordination of the net- 
work interests with the needs of the 
national economy, to which the con- 
tracting parties of 1921 had bound 
themselves, constituted only one of the 
aspects of the general problem of the 
co-ordination of various kinds of public 
transportation. 

Since this administrative problem 
could not be solved in its entirety, it 
appeared that the Superior Railway 
Council as originally conceived was no 
longer in harmony with the necessities 
of the hour. 


NATIONALIZATION OF THE FreNcH RAILWAYS 


THE FINANCIAL PROBLEM 


The accumulated deficit of the major 
networks as a whole had risen by De- 
cember 31, 1937 to thirty-four billion 
francs. The evil was due to the eco- 
nomic depression and to the financial 
organization provided by the agreement 
dating from 1921. 

On the one hand, the railroads had 
originally been expanded at great ex- 
pense at a period when no one could 
foresee the development of motor traffic. 
Hence, the railways, which, after hav- 
ing dethroned coach traffic, had been 
holding the actual monopoly of trans- 
portation for nearly a century, found 

' themselves suddenly face to face with 
the harsh competition of automobile 
transportation, which they were not able 
to meet successfully. They did not on 
this account cease to support the bur- 
den of debt floated for the construction 
of railroads which are today superflu- 
ous, costly to run, and hence necessarily 
operating at a deficit. It is estimated 
that the loss suffered by the major net- 
works from this competition is more 
than two billion francs yearly. 

‘On the other hand, there was a regret- 
table ambiguity concerning the true 
character of the railways. The original 
idea had been that the railroad should 
be an industrial service and conse- 
quently profit-making; but through one 
reform after another, it had become a 
public service, the enjoyment of which 
was to be assured to the public by the 
state, if not gratuitously, at least at 
nominal prices. 

Under these conditions, upsetting the 
equilibrium would have been fatal, and 
people became accustomed little by lit- 
tle to considering the deficit of the rail- 

‘ ways as a sort of chronic evil, disagree- 
able but unavoidable. Without doubt, 
the authors of the Agreement of 1921 
had endeavored to react against this 
tendency and to restore to the railways 
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a part of their industrial character, in 
laying down the famous principle of the 
“automatic adjustment of rates,” which 
was to guarantee the equilibrium of re- 
ceipts and expenditures. But this prin- 
ciple—which had never been strictly 
formulated in the text of the Agree- 
ment—could never succeed, so that the 
notion of public service has been grow- 
ing stronger up to the present day. 

The networks were no longer even 
interested in the results of operation. 
Indeed, the administrators’ bonus, pro- 
vided fér their benefit, had practically 
ceased to exist for several years, the 
formula for this bonus not having been 
suitably adapted to the exceptional cir- 
cumstances of a period of crisis. 

To sum up, one did not wish to admit 
that a railway should be at the same 
time a public service (that is, run to 
answer in all instances the needs of the 
public) and an industrial service, man- 
aged “commercially” (that is, being un- 
der the necessity of balancing through 
its own resources its receipts and ex- 
penditures) . 

To the effects of the crisis specifically 
affecting the railroads were added the 
consequences, much graver still, of the 
general economic crisis. 

Receipts for the major French net- 
works as a whole fell from sixteen bil- 
lion to ten billion francs between 1929 
and 1936. The continued insufficiency 
of receipts has been due partly to the 
competition of automobile transporta- 
tion, partly to the alteration of the orig- 
inal’ character of the railway, and partly 
to the world-wide economic depression. 
But if the double crisis, economic and 
railway, explained the annual operating 
deficits, it did not explain the increase 
in the annual deficit. This was the in- 
direct result of the financial organiza- 
tion instituted by the Agreement of 
1921. In financial matters the authors 
of that agreement had proposed a two- 
fold aim: i 
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1. To bring about financial solidarity 
among the major French networks, 
through the device of a General Fund 
into which, according to the results of 
their own operation, the different net- 
works should turn their surplus receipts 
or from which they should deduct the 
sums necessary to cover their deficits. 

2. To assure the financial equilibrium 
of the French railways by the auto- 
matic adjustment of rates which should 
be raised as soon as the General Fund 
showed a deficit. 

Theoretically then, the mafor net- 
works should be self-sufficient. It was 
indeed provided that in case of need the 
state would come to the aid of the Gen- 
eral Fund in the form of repayable ad- 
vances, but in the spirit of the contract- 
ing parties of 1921, this aid was to be 
only temporary; the advances in ques- 
tion were in effect to be repaid to the 
Treasury within a very short time. Op- 
tion was, moreover, left to the Treas- 
ury either to make these advances in 
funds or to ask the major networks to 
borrow them on its behalf. In this lat- 
ter case, the charges on the loans in 
question were to be borne by the general 
budget of the country. On the other 
hand, the Government was opposed to 
the raising of rates, deeming, rightly, 
that it was hardly expedient at the 
height of an economic crisis to intensify 
general uneasiness by a heavy increase 
in transportation rates. 

Thus, advances were added to ad- 
vances, and later, loans to loans, and 
the General Fund absorbed in a few 
years more than twenty-five billion 
francs levied on the public treasury. 


Tue LEGAL PROBLEM 


The two problems, administrative and 
financial, presented by the situation of 
the major French networks, were ac- 
companied by a third problem, a legal 
one, no less complicated. This last 
problem was presented, it is true, only 
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as a part of the administrative and 
financial problems. Indeed, if the situ- 
ation of the networks had been pros- 
perous, if their technical and commer- 
cial management had been perfectly 
adapted to economic circumstances and 
to public needs, the question of their 
legal administration would have re- 
mained a purely theoretical one. The 
crisis of the railroads converted it into 
a question of pressing and vital interest. 

The mode of operation of the major 
networks was found to be on trial from 
a twofold point of view: On the one 
hand, granted that the existing state of 
affairs resulted, in large part, from im- 
perfections in this mode of operation, 
there was the question of finding a 
remedy. On the other hand, the remedy 
once established and put in operation, 
it was necessary to determine how pro- 
cedures ought to be altered to alleviate 
the continued crisis and to prevent, as 
far as possible, its recurrence. 


UNIFICATION OF RAILWAYS 


The stage of the definite unification 
of the French railways began January 1, 
1938. The creation on this date of the 
National Association of French Rail- 
ways, absorbing the former major net- 
works as a whole—those of the state as 
well as those of the concessionary com- 
panies—raised several problems whose 
essential aspects are discussed below. 


THE LEGAL SOLUTION 


The solution brought about by the re- 
form of August 31, 1937 is a new con- 
tractual legal one, or rather a transac- 
tional one. In effect, the Agreement of 
August 31, 1937 resulted in the repeal 
of the previous agreements which had 
bound the two contracting parties. The 
transaction on which the Agreement of 
August 31, 1937 is based bears at the 
same time on the mode of operation and 
on the eviction indemnity allocated to 
the former concessionary companies. 


NATIONALIZATION OF THE FRENCH RAILWAYS 


The new method of operation is char- 
acterized by the three following proposi- 
tions, the expression of only one of 
which would suffice to stress the trans- 
actional character of the reform accom- 
plished: (1) The companies are main- 
tained as financial associations. (2) 
Neither the companies nor the state 
operates the network directly. (3) The 
state participates nevertheless in greater 
part (51 per cent) in the operation of 
the national network. l 

In this regard, the new regime repre- 
sents a transition between the previous 
method of operation and that of direct 
operation by the state. One cannot but 
regret, however, that actual nationaliza- 
tion should still be delayed. Moreover, 
the companies are not completely 
evicted from the operation of the na- 
tional network. This eviction will not 
be fully accomplished until the normal 
date of expiration of the concessions 
previously made. However, they no 
longer exploit these concessions directly, 
and they will not gain any profit from 
their future participation in this ex- 
ploitation. 


THE ADMINISTRATIVE SOLUTION 


The administrative organization pro- 
vided by the Agreement of 1921 and 
its Amendment of 1933 had three es- 
sential faults: (1) lack of co-ordinated 
management among the several net- 
works; (2) imperfect adaptation of the 
operation of the railways to the needs 
of the national economy; and (3) ob- 
vious inadequacy of state representation 
in the administrative councils of the 
companies and on the Board of Direc- 
tion, which inadequacy practically re- 
sulted in the domination of the private 
companies over the management of the 
networks as a whole, including those be- 
longing to the state. 

The forming of the National Associa- 
tion permits the complete merging of all 
operations henceforth under one direc- 
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tion. This measure will enable the 
abolishment of rate wars, so costly for 
the public, in which certain networks 
have still persisted. Likewise, it will be 
possible from now on to unify methods, 
to avoid complications and administra- 
tive red tape, to bring about economies 
through reorganization and simplifica- 
tion of services, notably in the field of 
central services, to make more rational 
use of rolling stock, and so forth. The 
experience of the merging of the opera- 
tions of the Orleans and Midi networks 
in 193% showed, moreover, that it was 
possible to obtain particularly interest- 
ing results in this respect. 

Concerning the co-ordination of the 
railway interests with the general in- 
terests of the country, the modifications 
made to the previous regime were a re- 
sult not of the Agreement of August 
31, 1937, but of a decree-law bearing 
the same date and pertaining to the gen- 
eral co-ordination of public transporta- 
tion as a whole. The decree-law of 
August 31, 1937 creates, in effect, a 
Superior Transportation Council, in 
which are merged, besides the Superior 
Railway Council, the different co-ordi- 
nation boards existing at the time: (1) 
Board of Co-ordination of Railroads 
and Highways; (2) Central Board of 
Co-ordination of Railroads and Water- 
ways; (3) Board of Co-ordination for 
Air, Railroad and Ocean Traffic; and 
(4) Superior Board of Co-ordination. 

The Superior Transportation Council 
will have the duty of gathering together 
the activities of all these units, and the 
essential function will be to try to for- 
mulate a coherent policy in the matter 
of transportation. Theoretically this 
innovation seems particularly interest- 
ing. This new policy should permit a 
closer adaptation than in the past of 
the operating conditions of the railroads 
to the real needs of the country, while 
taking into account other means of 
transportation. Not yet being com- 
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pletely removed from the management 


_of the railroad network, the companies 


keep their respective concessions until 
the normal expiration of these conces- 
sions between 1950 and 1960. The ab- 
solute right to operate the lines as a 
whole is transferred, dating from Janu- 
ary 1, 1938, to the National Association 
of French Railways. 

The companies contribute to the Na- 
tional Association installations, rolling 
stock, supplies, and so forth, which be- 
long to them, and they are permitted on 
this account to be represented*in the 
units of management of the national 
network. On its side, the state con- 
tributes to the National Association in- 
stallations, stock, and so forth, of the 
former Etat and Alsace-Lorraine net- 
works, and furthermore, as much of the 
sums spent by it for the establishment 
of the railways as there were advances 
from the Treasury to the General Fund 
to cover operating deficits accumulated 
up to December 31, 1937. ‘The state, 
as a result, will be represented in the 
National Association by functionaries 
whose office will be to protect the gen- 
eral interests of the nation. 

It must, however, be stressed that the 
Agreement of August 31, 1937 abolished 
that of 1921, which made possible the 
dominance of the private companies. 

The new Agreement of 1937 makes 
the state participate directly in the op- 
eration of the national network. 


THE FINANCIAL SOLUTION 


In financial matters, it was a ques- 
tion on the one hand, of remedying the 
insufficiency of receipts, at least to the 
extent that this insufficiency arose from 


‘the competition of other modes of trans- 
. portation or from faults of the railroad 
_ itself; on the other hand, to put an end 


to the accumulation of the deficit and 
to guarantee for the future the financial 
equilibrium of the operation of the na- 
tional network. 
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‘To attain this end, the inauguration 
of thé following measures was consid- 
ered: (1) co-ordination of transporta- 
tion, initiative for which was tc be taken 
essentially by the state; and (2) 
planned equilibrium of the new finan- . 
cial regime of the National Association, 
based on two essential rules of capital - 
importance, namely, balancing of ex- 
penditures and receipts of the National 
Association being obligatory, and re- 
course to borrowing to cover the deficit « 
being forbidden the National Associa- 
tion. 

Concerning the requisite equilibrium, 
this formula was provided for in 1921, 
under the guise of the “automatic ad- 
justment of rates,” but it was not oblig- 
atory. In the Agreement of August 31, 
1937, on the contrary, the rule on equi- 
librium is mandatory. 

In the case of an operating deficit, 
rates will be raised or regulated in con- 
sequence, otherwise the state will have 
to pay a subsidy to the National Asso- 
ciation and not an advance, correspond- 
ing to the supplementary receipts which 
were expected from the contemplated 
rate-making measures. Concerning any 
eventual deficit and the prohibition on 
covering it, it is to be noted that al- 
though equilibrium was formerly se- 
cured by borrowing, now it must be at- 
tained through rate-making measures or 
by subsidies from the state, and in ex- 
ceptional cases through advances from 
the Treasury. The Government is thus 
seen to lose the privilege granted it by 
the Agreement of 1921 of asking the 
networks to borrow on its account the 
sums necessary for covering operating 
deficits. i 

In addition, it is formally stipulated 
in the Agreement of August 31, 1937 
that the National Association can pro- 
ceed to float issues only to subsidize ex- 
penditures on fixed plant of the railway, 
that is, construction of new lines, auxil- 
iary works, rolling stock, furnishings 
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and stock of tools, supplies, and similar 
expenses. 

The reform effected by the Agreement 
of August 31, 1937 in the regime of the 
French railways may be summed up 
briefly in its main aspects as follows. 

From the legal point of view, the 
companies are maintained up to the nor- 
mal expiration dates of their respective 
concessions, but they cease to operate 
. the railroads directly. Their operation 
is given until 1952 to a new association, 
the National Association of French 
Railways. The partial dispossession of 
the companies is accompanied by the 
grant to these companies of an indem- 
nity which is none other than the in- 
demnity under the former regime for 
the termination of the concession, now 
greatly reduced, whose payment is dis- 
tributed over a period of forty-five 
years. 

In the administrative field, the crea- 
tion of the National Association of 
French Railways permits the merging 
of all operations which are to be hence- 
forth under one management. The 
companies and the state are repre- 
sented in the units of railway manage- 
ment as Administrative Council, and 
Board of Direction of the National As- 
sociation, respectively. 

In the financial field, balancing of 
receipts and expenditures is henceforth 
required and is to be guaranteed, failing 
a raising of rates, by state subsidies. 
Further, the deficit can no longer be 
covered by borrowing. 


CONCLUSION 


Based on data from official sources, 
such has been the evolution of French 
railway policy since the war. The pecu- 
liar situation in which the railways have 
been for some time in France attracts 
special attention and is of general in- 
terest. Whether one wishes to recognize 
it or not, on no other field of economic 


activity does general interest center so 
e 
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forcibly as on that of railroad trans- 
portation. 

Public power, represented by the 
state, is then obliged to take the ini- 
tiative in constructing and operating the 
railways under its own administration 
or; indeed, in exercising a strict control 
over the concessionary companies, or 
even in guaranteeing to the state a di- 
rect participation in their administra- 
tion. This phenomenon of state inter- 
vention in the field of concession, 
constryction, organization, administra- 
tion, operatign, supervision, and control 
of the railways is general today in all 
countries of the world. There exists 
nowhere, properly speaking, private rail- 
way companies in the economic sense of 
the word. Every private railway com- 
pany, whatever may be its organization, 
is an economic enterprise (industrial, 
commercial, or financial) with a mixed 
management. Between the two systems 
of operation, by the state or by private 
concerns, there is certainly no difference 
in principle, but simply a difference of 
degree or of extent of official interven- 
tion. It would be entirely useless to try 
to explain this phenomenon as a pro- 
nounced example of the evolution of the 
socializing tendencies of our times. One 
might say that Chancellor Bismarck, 
King Leopold II of Belgium, M. de 
Freycinet, former French Minister of 
Public Works, or the Honorable Joseph 
B. Eastman, Co-ordinator of Trans- 
portation and former President of the 
Interstate Commerce Commission of the: 
United States, were the pioneers of 
socialism. 

It is not necessary, either, to search 
for historical, geographical, and general 
economic reasons, or topographical and 
strategic reasons peculiar to such or 
such a country. The policy and evolu- 
tion of railway administration is prac- 
tically the same in all civilized countries. 
The situation is a general one and is a 
result of the conception of the function 
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of the railway itself. The only dis- 
cernible difference in this field is that 
certain countries have realized quite 
early the necessity for state intervention 
(political, economic, financial, admin- 
istrative, technical, and so forth), while 
others, for special reasons peculiar ‘to 
their political, economic, or social struc- 
ture, have recognized it later, or indeed 
even too late. 

What is certain at present is that the 
railways are always and everywhere 
. subject to a social regime in the general 
economic evolution, which characterizes 
and differentiates them at the same time 
from other modes of transportation—by 
waterway, sea, automobile, or airway. 

The special solicitude that all public 
authorities accord the railways is ex- 

e 

plained very easily by the important 
role that railways play in the national 
economy (public and private) and in 
the social life of peoples and lastly in 
the personal activity of individuals. 
That is where one must seek, without 
doubt, the origin of social regulation 
and, following that, of the particular 
regime suitable to the railways. 

Railroad traffic alone fulfills at the 
same time conditions of safety, regu- 
larity, and economy, essential conditions 
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called forth in the interest of the ra- 
tional development of all transportation. 

This progress, whose realization has 
been made possible by different tech- 
niques in the course of the nineteenth 
and twentieth centuries, appears rela- 
tively simple, but it is this progress, 
nevertheless, which with other factors 
has hastened the evolution of economic 
and social cònditions and transformed 
the mode of living itself. f 

Operation of the railways by the state 
gives economic independence to rates, 
and allows for replacing close calcula- 
tions and the pursuit of dividends by 
the safeguarding of the general interests 
of the nation. This constitutes an ad- 
vantage of the highest importance for 
the economic development of a coun- 
try. 

Operation of the railways is incon- 
testably a public service and not an 
enterprise for private gain. There is no 
industry more closely linked to the for- 
tune of a country, to the evolution of 
its social life, than the railway. That 
is why the abdication by the state of its 
natural rights over the means and facil- 
ities of communication has always been 
disastrous, wherever tried, to all the pro- 
ductive forces of the nation. 
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United States Maritime Commission’s Regulatory 
Jurisdiction 


By J. H. EISENHART, Jr. 


S STATED by Mr. Joseph P. 
Kennedy, former chairman of the 
United States Maritime Commission, 
when appearing before the House Com- 
mittee on Merchant Marine and Fish- 
erles, this country has been passing 
statutes regulating shipping by water 
ever since the Tariff Act of July 4, 
1789. The kind of regulation with 
which we are presently concerned, how- 
ever, is of more recent date and did not 
appear until long after similar legisla- 
tion had been enacted with respect to 
railroads, This discussion may appro- 
priately be begun with a consideration 
of House Resolution No. 425, 62nd 
Congress, Second Session, which em- 
powered and directed the Committee on 
Merchant Marine and Fisheries to 
make a complete and thorough investi- 
gation of the methods and practices of 
steamship lines engaged in both foreign 
and domestic commerce, particular ref- 
erence being made to the alleged ex- 
istence of agreements, conferences, and 
understandings between the various 
carriers in each trade. The Resolution 
was broadened subsequently to include 
what may be described as terminal op- 
erators and those furnishing facilities 
in connection with water transportation. 
The Committee found, among other 
things, that it was an almost universal 
practice of steamship companies in the 
foreign trade, and to a somewhat less 
extent in the domestic trade, to operate 
under agreements, conferences, or un- 
derstandings for the purpose of regu- 
lating competition through fixing rates, 
apportioning traffic, allotting ports of 
sailings, deciding number of sailings, or 
specifying volume of cargo to be car- 
ried by any given line. It was recog- 
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nized by the Committee that these 
agreements were in many ways advan- 
tageous in that they brought about im- 
provement of service, greater security 
to those investing in the business, sta- 
bility and uniformity of rates, protec- 
tion of weak lines, economical distribu- 
tion of “costs of service, and protection 
of our shippers against their foreign 
competitors by maintenance of stable 
rates. At the same time there were 
discovered such disadvantages as mo- 
nopolistic control, secret and arbitrary 
increases of erates, secrecy with respect 
to the contents of the agreements, 
which resulted in prejudice and retalia- 
tion, granting of special rates, and the 
giving of deferred rebates. The Com- 
mittee’s conclusion, agreed.to by nearly 
all steamship lines, shippers, and those 
affected by such harmful practices, was 
that the conference system should be 
permitted, but only if subject to strict 
government regulation. Suffice it to say 
that practically all the Committee’s rec- 
ommendations have been enacted into 
law. 


THE SHIPPING Act, 1916 


The port-to-port regulation now 
vested in the United States Maritime 
Commission first made its appearance in 
the Shipping Act, 1916. That Act cre- 
ated the United States Shipping Board 
during a time of stress, and dealt with 
the physical promotion of a merchant 
marine as well as its regulation. We 
will confine ourselves at this time to the 
question of regulation. One of the reg- 
ulatory provisions of the 1916 Act, Sec- 
tion 14, was enlarged in scope by the 
Merchant Marine Act, 1920. Further 
changes and extensions of regulatory 
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authority were made by the Inter- 
coastal Shipping Act, 1933, the Mer- 
chant Marine Act, 1936, and the Mer- 
chant Marine Act, 1938. Probably the 
best approach to the subject is a review 
of the more important sections of the 
above-mentioned acts. 

The parties subject to regulation and 
the conditions under which they are 
subject are to be found in Section 1 of 
the 1916 Act. In general, they are of 
two classes—first, common carriers, and 
second, “other persons.” Common car- 
riers are in turn divided into two classes 
—those in foreign commerce and those 
in interstate commerce, the latter now 
- Including intercoastal contract’ carriers. 
The distinction between carriers in for- 
eign and in interstate commerce should 
be kept in mind. Cargo®boats com- 
monly called tramps, and ferryboats 
running on regular routes, are excluded. 
A restriction applying in the case of 
interstate carriers is that they must be 
engaged in the transportation by water 
of passengers or property on the “high 
seas” or the Great Lakes and must op- 
erate on regular routes. The exemption 
of the tramp steamers from any regu- 
lation is due in part to the fact that in 
so far as foreign: commerce is concerned 
they were considered regulators of the 
rates and practices of the regular lines. 
With respect to interstate commerce, it 
was not felt that there was a sufficient 
number of irregular route carriers, or 
tramps, to require regulation. One of 
the first questions raised under Section 
1 was in connection with the term “high 
seas.” It was found in American Pea- 
nut Corp. v. M. & M. T. Co. et al, 1 
U: S. S. B. 78, and 1 U. S. S. B. 90; and 
In Re Thames River Line, Inc., 1 U.S. 
S. B. 217, that Chesapeake Bay and 
Long Island Sound, respectively, were 
“high seas” for the purposes of this Act. 
’ “Other persons” subject to the Act 
are defined as “any person not included 
in the term ‘common carrier by water’ 
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carrying on the business of forwarding 
or furnishing wharfage, dock, ware- 
house, or other terminal facilities in 
connection with a common carrier by 
water.” Jurisdiction thus extends to 
terminal operators furnishing facilities 
in connection with water transportation. 
Recent decisions of the Commission 
dealing with such “other persons” are 
Philadelphia Ocean Traffic Bureau v. 
Philadelphia Piers, et al., 1 U. S. M. C. 
701, and Buxton Lines v. Norfolk Tide- 
water Terminals et al, 1 U. S. M. C. 
705. 


SECTION 14 


Section 14 of the 1916 Act prohibits 
the allowing by common carriers, indi- 
vidually or in combination, by agree- 
ment or understanding, of a deferred 
rebate, which is defined as the return of 
any portion of freight money to the 
shipper as a consideration for the giv- 
ing of all or any portion of any ship- 
ment to any carrier or group of carriers, 
the payment of which is deferred be- 
yond completion of the service for which 
it is paid. This section also prohibits 
the use of a fighting ship; retaliation 
against any shipper by refusing or 
threatening to refuse space accommoda- 
tions when such are available; resorting 
to discrimination or unfair methods be- 
cause of the patronage given by the 
shipper to any other carrier or because 
the shipper may have filed a complaint 
against the carrier; making any unfair 
or unjustly discriminatory contract 
based on the volume of cargo offered; 
unfairly treating or unjustly discrim- 
inating with respect to cargo: space, 
loading and landing of freight in proper 
condition, and the adjustment and set- 
tlement of claims. A recent Commis- 
sion decision under this section is R. 
Hernandez v. A. Bernstein Schiffahrts- 
gesellschaft, 1 U. S. M. C. 686. 

Section 14a, added by the Merchant 
Marine Act, 1920, permits the Commis- 
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sion to determine whether any person 
not a citizen of the United States and 
engaged in the transportation of pas- 
sengers or property by water has vio- 
lated any provision of Section 14 or 
is a party to any agreement that in- 
volves, in respect to transportation of 
passengers or property between foreign 
ports, deferred rebates or other prac- 
tices designated in Section 14, which 
excludes any American carrier from ad- 
mission on equal terms to such confer- 
ence or agreement. After finding that 
there has been a violation of any such 


provision, the Commission shall certify ` 


that fact to the Secretary of Commerce 
who shall thereafter refuse to such per- 
son the right of entry for any ship 
‘owned or operated by him or by any 
carrier directly or indirectly controlled 
by him into any of the ports of the 
United States, its territories, posses- 
sions, or districts so long as the viola- 
tion continues until the agreement has 
been terminated. In 1932 the Shipping 
Board, pursuant to allegations made by 
an American carrier that it had been de- 
nied membership in such a conference 
on equal terms, instituted an investiga- 
tion to determine whether or not this 
section had been violated. When the 
case was set down for hearing, the 
American carrier advised that it had 
been admitted to membership (Dollar 
S. S. Lines v. P. & O. Steam Nav. Co. 
et al., 1 U. S. S. B. 262). 


SECTION 15 


An important regulatory provision is 
Section 15 of the 1916 Act, which per- 
mits carriers to regulate their own ac- 
tivities for the purposes of securing sta- 
bility in rates and of preventing secret 
rates and rebates. Briefly, that section 
permits any common carrier or “other 
person” to enter into an agreement with 
any other common carrier or “other per- 
son” for the purposes of fixing or regu- 
lating transportation rates, giving or 
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receiving special rates, accommodations, 
or (in effect) in any way regulating 
common carriage or matters pertinent 
thereto without being amenable to what 
are commonly known as our antitrust 
laws. Such agreements are lawful only 
when and as long as approved by the 
Commission. Any agreement which is 
unjustly discriminatory or unfair as þe- 
tween carriers, shippers, exporters, im- 
porters, or ports, or between exporters 
from the United States and their foreign 
competijors, or operates to the detri- 
ment of the commerce of the United 
States, or is in violation of the Act, may 
be disproved, canceled, or modified, re- 
gardless óf previous approval. 

The power to disapprove agreements 
gives the Commission indirect control 
over rates, charges, and practices of 
carriers, terminals, and others in in- 
stances where it does not have direct 
control through other sections of the 
Act. The Commission has no direct 
control over the reasonableness of rates 
of individual carriers in foreign com- 
merce, but under this section it may 
find that rates maintained by a group 
of carriers under a conference agree- 
ment are detrimental to the commerce 
of the United States‘ because unrea- 
sonable. The protection given to 
shippers under such circumstances is 
evident. 

The extent to which this section is 
used may be gathered from the fact that 
there are at the present time approxi- 
mately 2,227 approved agreements on 
file with the Commission. An average 
of 100 new or modified agreements are 
filed each month, and a major portion 
of the Commission’s formal cases which 
have been decided have involved a con- 
sideration of this section. The tend- 
ency at the present time is to require 
that fuller and more complete agree- 
ments informative in all respects must 
be filed in order to comply with this 
section. 
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SECTION 16 < 


As originally enacted, Section 16 was 
confined to the rates, rules, regulations, 
and practices of common carriers and 
other subject persons. The original sec- 
tion made it unlawful for carriers or 
“other persons” to give any undue or 
unreasonable preference or advantage, 
or to bring about any undue or unrea- 
sonable prejudice or disadvantage, to 
any person, locality, or description of 
traffic, or to allow any person tq obtain 
transportation through false billing at 
less than regular rates. In 1936 there 
was added a provision prohibiting any 

‘shipper, consignor, consignee, or broker 
from knowingly or willfully, directly or 
indirectly, by means of false billing or 
similar methods, attempting to obtain 
transportation of property by water at 
less than the fates and charges other- 
wise applicable. 

The Commission may thus protect 
ports, persons, localities, or traffic 
against any unwarranted action of com- 
mon carriers or “other persons.” It 
should be noted, however, that Section 
16 is directed against prejudice or pref- 
erence which is undue or unreasonable. 
Mere preference and prejudice alone are 
not prohibited. The reason for the dis- 
tinction between that which is prohib- 
ited and that which is not is that cer- 
tain transportation transactions require 
treatment different from that of others. 
The rule is well established that to sup- 
port an allegation of undue preference 
or prejudice a showing must be made 
that the compared factors are similar in 
so far as the transportation involved is 
concerned. A general discussion cover- 
ing the elements that must be shown to 
establish a violation of Section 16 may 
be found in Phila. Ocean Traffic Bu- 
reau v. Export S. S. Corp., 1 U. S. S. 
B. B. 538; Joknson Pickett Rope Co. 
v. Dollar S. S. Lines et al., 1 U. S. S. 
B. B. 585; and Phelps Bros. & Co., Inc. 
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v. Cosulich-Societa etc., 1 U. S. M. C. 
634. 


SECTION 17 


Under Section 17 of the 1916 Act, the 
Commission’s jurisdiction over common 
carriers by water in foreign commerce’ 
includes authority over the collection of 
charges which are unjustly discrimina- 
tory between shippers or ports, or un- 
justly prejudicial to exporters of the 
United States as compared with their 
foreign competitors. The latter provi- 
sion is of particular benefit to the Amer- 
ican shipper, especially at the present 
time, when the greater part of our com- 
merce is being carried by foreign flag 
vessels whose owners in many instances 
operate lines from their countries to a 
foreign market common to the shippers 
of their country and to our shippers. 
The second part of this section requires 
the establishment of just and reasonable 
regulations and practices having to do 
with terminal facilities used by or in 
connection with common carriers by 
water. In many instances it has been 
found that carriers, because of competi- 
tion, have been forced to acquiesce in 
the demands of particular shippers, 
which good business would net dictate. 
In such an instance the control exer- 
cised by the Commission under this sec- 
tion inures to their benefit. See in this 
connection Storage of Import Property, 
1 U. S. M. C. 676. 


SECTION 18 


By virtue of Section 18 the Commis- 
sion has jurisdiction over the reason- 
ableness of rates, fares, charges, rules, 
regulations, and practices of carriers op- 
erating in interstate commerce. In the 
past this section required such carriers 
to fle their maximum rates and em- 
powered the Commission, after hearing 
in a formal proceeding to prescribe 
maximum reasonable rates. It was 
found that the lack of complete power 
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with respect to the reasonableness of 
rates was a great handicap, and that 
while the maximum-rate power served 
some purpose, it was not sufficient to 
bring about accord in the various trades. 
The result of this was felt particularly 
when the intercoastal trade assumed 
large proportions and was disrupted by 
periodic rate wars. Shippers and car- 
riers alike appealed for protective legis- 
lation, which resulted in the Inter- 
coastal Shipping Act, 1933. As the title 
implies, that act dealt solely with traffic 
between Atlantic ports and Gulf and 
Pacific ports of the United States mov- 
ing by way of the Panama Canal. Con- 
tract carriers were brought within the 
purview of the Act, and intercoastal car- 
riers were required to file their actual 
rates. While this improved the situa- 
tion materially, it did not remove the 
handicaps resulting from the lack of the 
minimum-rate power. On the recom- 
mendation of the Commission and with 
the support of shippers and carriers 
alike, powers formerly exercised under 
Section 18 of the 1916 Act were en- 
larged in 1938 to include the minimum- 
rate power over rates of intercoastal 
carriers whether common or contract, 
and of all common carriers in inter- 
state commerce with the exception of 
those operating on the Great Lakes. 
All common carriers as defined in Sec- 
tion 1 of the 1916 Act and intercoastal 
contract carriers are now required to file 
their actual rates with the Commission. 
Inland waterway carriers are subject 
only in instances where they participate 
in through routes with interstate car- 
riers operating by way of the high seas. 


OTHER SECTIONS 


The more important sections provid- 
ing for the Commission’s regulatory 
power have been discussed above. It 
will suffice to make a brief reference to 
various other sections dealing with regu- 
lation. Section 1 of the Merchant Ma- 
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rine Act, 1920, announces the policy of 
the United States to develop and en- 
courage the maintenance of an Ameri- 
can merchant marine, and Section 19 
authorizes the promulgation of rules 
and regulations under certain conditions 
to meet foreign competition. Under the 
latter authority rules and regulations 
were adopted, after an investigation into 
alleged unlawful practices of foreign 
carriers, which require carriers operat- 
ing in foreign commerce, within thirty 
days from the effective date thereof, to 
file their rates covering outbound traffic 
(Section 19 Investigation, 1935, 1 U. S. 
S. B. B. 470). 

Section 19 of the 1916 Act, in order 
to prevent an interstate carrier from 
reducing a rafe to drive a competitor out 
of business, makes it unlawful for such 
carrier to increase the reduced rate un- 
less the Commission finds after full 
hearing that conditions other than the 
elimination of the competition have oc- 
curred since the time of the reduction. 
The necessity for this section has been 
lessened by the enactment of the mini- 
mum-rate power. 

Under Section 21 the Commission 
may require the filing under oath of 
data pertaining to the business of the 
carrier or the subject person. This 
power has been found to be very useful 
in bringing to light alleged violations of 
the law. 

Section 22 is procedural, permitting 
anyone to file a sworn complaint with 
respect to a violation of the Act, and 
if such a complaint is filed within two 
years from the time the cause of action 
accrues, the Commission may award 
reparation for the injury, if any, caused 
by the violation. In addition, the Com- 
mission may, on its own motion, investi- 
gate any violation of the Act. The ini- 
tiatory power is used when the matter 
is of a general nature, whereas the com- 
plaint procedure is more properly to be 
used when the issues are of a limited 
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scope. The former procedure may not 
be used in reparation cases. 

The length of the present discussion 
necessarily’ has meant that the state- 
ments made herein are of a general na- 
ture, and, like all such statements, ex- 


ceptions: thereto are many and could 
not be treated specifically. It must be 
also borne in mind that we have not 
purported to cover every section of all 
the acts pertaining to regulation, but 
only those which have to this time been 
more frequently before us. 


J. H. Eisenhart, Jr., A.B., LL.B., is a Regulation 
Examiner of the United States Maritime Commission, 
engaged in the hearing of cases before the Commission 
and in the preparing of decisions thereon. He is a 
graduate of Princeton University and Harvard Law 
School and is presently a member of the Graduate 
School of Law of Georgetown University engaged in 
research in the field of Federal regulation of common 
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Extent and Possibilities of Highway Regulation 


By Dawes E. BRISBINE 


HE. years since the war have 

brought about a change in the 
transportation picture, and today high- 
way tranport has become one of the 
most important adjuncts to modern liv- 
ing. In an attempt to say whether or 
not the vested public interest is great 
enough to make transportation a public 
function, highway transportation occu- 
pies a unique position. It should be 
both publicly and privately owned and 
operated at the Same time. ' 


THE PRINCIPLE OF PUBLIC 
REGULATION 


But let us trace the historic begin- 
nings of this subject. In the days when 
Shakespeare was writing Hamlet and 
the English were settling Jamestown, a 
public outcry arose in England from 
travelers who sought to cross the deeper 
streams and rivers by means of ferry- 
boats. These ferries, which were needed 
to connect the highway on one side with 
the highway on the other, were limited 
to specific points. Because of this, the 
ferryboat operators had the chance to 
charge whatever the traffic would bear, 
and bad service and high rates had the 
effect of forcing much trade and travel 
into long detours or to the dangers of 
attempting to ford the streams. The 
actions of some of these ferryboat own- 
ers were made known by the people to 
King James, and he invited his great 
judge, Lord Hale, to advise him. 

The old law Lord made the reply that 
the ferrymen’s business was quite dif- 
ferent from the other businesses; that 
the. ferry business was, in fact, vested 
with a public character; that to charge 
excessive rates was to set up obstacles 
to public use; and that the rendering of 
good service was a necessary and public 
responsibility. “Every ferry,” said 
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Lord Hale, “ought to be under a public 
regulation; to wit, that it give attend- 
ance at due time, keep a boat in due 
order and take but reasonable toll.” 

In those simple words Lord Hale laid 
down a principle which, in theory at 
least, has been the common-law rule 
with respect to an enterprise vested with 
public interest and the authority of 
governnfent over public utilities, from 
that day to this. 

A more modern version of the defini- 
tion of a public utility is: an industry. 
serving a public need in which the right 
of the public to exercise broad regu- 
latory powers has been recognizéd and 
appropriate legislative regulatory action ` 
has been taken. 

The very term “public utility” has 
come to indicate some form of govern- 
ment participation in the operation of 
its business. In most cases to date, this 
has taken the form of regulatory action 
through some bureau setup within the 
Federal Government, the several state 
governments, or both. There has de- 
veloped a growing tendency on the part 
of government to assume the function 
of supplying services that heretofore 
have ordinarily been considered the un- 
questioned prerogative or task of pri- 
vate enterprise. Some experiments have 
been carried out along these lines, per- 
haps the most spectacular of which has 
been the Tennessee Valley Authority. 

Ultimately, if carried to a conclusion, 
this action would incorporate all gas, 
water, and electric services, all tele- 
phone and telegraph service, all trans- 
portation, and many others, besides the 
borderline cases, which might go so far 
as to include manufacturing of all sorts 
and even professional and technical- 
services. 

The rapidity with which we are ap- 
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proaching complete regulation of all 
forms of human endeavor is viewed with 
feelings of real alarm by many students 
in these various fields. The common 
acceptance of this phase of govern- 
mental benevolence, to say nothing of 
the demands for its extension, leads one 
to speculate upon how closely we may 
be approaching the totalitarian state— 
or even communism, the difference be- 
tween them being remote at times. 


DEVELOPMENT OF HIGHWAYS 


The highways of the Unitell States 
have developed from-the original net- 
work of Indian and animal trails as 
‘they were found upon the arrival of the 
white man. For many years, the only 
roads wider than those trails were con- 
fined to the larger settlements such as 
Philadelphia and Boston, and intercity 
transportation depended principally 
upon the waterways. ‘There came in 
time, however, a widening of the trails 
and there gradually appeared wagon 
and stage roads connecting many of the 
cities on the eastern seaboard. As the 
development of the country extended 
westward and inland, the roads followed 
as they were justified. They were con- 
structed by those who made use of 
them and whose land they served as a 
community of interest. 

For a long period of years, wagon 
roads served the purposes of highway 
transportation and little was done to 
improve them beyond the general ex- 
pansion of the system. The advent of 
the bicycle created a new interest in 
wheeled transportation, and soon fol- 
lowed a surprisingly strong association 
known as the League of American 
Wheelmen, which exerted a definite in- 
fluence on governmental agencies to 
- bring about an improvement of high- 
ways. 

When the automobile ceased to be a 
rich man’s toy and received general pub- 
lic acceptance, the motorist took a tip 
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from the wheelmen. As motorists in- 
creased in number, more and more in- 
sistent became their demands for more 
and better roads. Unlike the wheel- 
men, however, the motorists were will- 
ing to bear their share of the cost of the 
improvements demanded. 


GOVERNMENT OWNERSHIP OF 
HicHways 


The state governments took them at 
their word, and gradually state highway 
departments were set up in all the 
states, the earliest being in New Jersey 
in 1891, the last in 1917. These depart- 
ments administer, build, and maintain 
the main rural roads and their con- 
necting links through cities. The state 
highways are the backbone of our na- 
tional highway system and are com- 
pletely supported by revenues collected 
from the motorist. County and town- 
ship units of government continue to 
administer the secondary, local, and 
land-service roads in most states. These 
roads, being more in the service of ad- 
jacent land and less in general motor 
use, are only partially supported by the 
automobile owner as a class, the remain- 
der of the cost being borne by the prop- 
erty owner through general taxation. 

There is a Federal responsibility for 
the construction and maintenance of an 
adequate roadnet as an indispensable 
element of national defense. The Fed- 
eral Government has an absolute mo- 
nopoly in the carrying of the mails, and 
this implies a responsibility for the con- 
struction and maintenance of adequate 
post roads. Community use of the 
highways has always been a fixed privi- 
lege of the people. 

These several responsibilities of the 
Federal Government have been ac- 
knowledged by Congress in the adoption 
of the Federal Road Act in 1916, under 
which the states receive from the Fed- 
eral Government up to 50 per cent of 
the cost of construction of certain desig- 
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nated roads. This same law, with sub- 
sequent amendments, necessarily and 
very properly seeks to co-ordinate the 
road-building activities of the several 
states under the United States Bureau- 
of Public Roads and thus to provide an 
integrated national system of adequate 
highways. 

We have every form of political body, 
from the Federal Government down to 
the local township and city, administer- 
ing the roads which go to make up our 
highway system. From the natural de- 
velopment of this system and from prec- 
edents, if for no other reason, the high- 
way or roadway portion of highway 
transportation is logically a publicly 
owned facility. The government own- 
ership of highways must necessarily be 
maintained. f 

That this is no small portion of high- 
way transportation may be seen when 
we realize the extent of the network of 
roads throughout our Nation. It is esti- 
mated by the American Association of 
State Highway Officials that there are 


approximately 3,070,000 miles of road, 


in the United States, of which over 500,- 
000 miles are included in the state sys- 
tems administered by the state highway 
departments. Seventy-three per cent, 
or about 390,000 miles, of the state 
highways are surfaced, and when there 
is added to this the surfaced mileage of 
the county and local roads and the city 
streets, we have nearly a million miles 
of highway suitable for comfortable all- 
weather travel. 


PUBLIC INVESTMENT IN HIGHWAYS 


The public, and more particularly 
the motoring public, has an investment 
in the highways alone that totals (after 
deducting depreciation) $8,700,000,000. 
These facilities are now available to 
each and every individual when and if 
the occasion to use them arises. This 
system will continue to grow and be im- 
proved as the demand for such action 


235 


makes itself felt, but not without some 
present regard to certain threatening in- 
fluences now darkening the picture. 
State highways, which form the back- 
bone of the entire system, are, aside 
from Federal aid contributions, sup- 
ported by motor vehicle taxes for which 
there is an implied obligation that these 
funds be spent exclusively for highway 
purposes, 

Because these special motor vehicle 
taxes are easily collected, there has 
arisen a practice of using this money for 
various non-highway purposes included 
in the general functions of government. 
Since 1924 some $1,230,000,000 have 
been diverted from highway funds, and 
in 1937 alone $161,000,000 were so mis- 
used, and this latter figure does not in- 
clude some $43,000,000 of special motor 
tax revenues that were expended on city 
streets other than arterial routes. The 
general depression of business with its 
attendant falling off of all tax collec- 
tions since 1931 has greatly abetted this 
pernicious practice. All this leads up to 
the condition where the motorist, as a 
class, is apt to be so heavily taxed that 
highway transportation will become less 
and less attractive, to the point of being 
unwilling to supply enough funds to 
take care of needed and desired highway 
improvements as well as the increasing 
share of the burden of general govern- 
ment being imposed upon him. 


Moror VEHICLES 


We have been considering only that 
portion of highway transportation which 
is made up of the highways or right of 
ways themselves. They would be of 
little value were there no motor vehicles 
to make use of ‘these facilities. It is in 
this manner that highway transporta- 
tion is unique as a utility. The high- 
ways are and should be publicly owned, 
but would be of little value without the 
use made of them by the vehicle which 
is privately owned and operated. 
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Unlike other utilities or even other 
forms of transportation, the motor ve- 
hicle affords man an economical and 
convenient means of supplying himself 
with his own transportation needs. 
Over 90 per cent of the railroad service 
in this country is supplied by fewer 
than one hundred and fifty companies. 
Likewise, the bulk of the air transporta- 
tion business is handled by four or five 
major air lines. On the other hand, 
there are nearly as many car owners as 
there are automobiles. Almost 50 per 
cent of all the families in the United 
States owning automobiles have incomes 
of less than $2,000 a year. The auto- 
mobile reaches out and enfolds all walks 
of life. i 

With all this in mind, however, it 
must be remembered that one of the 
primary advantages of highway trans- 
portation is its flexibility, permitting the 
vehicle owner to get in his car and go 
when and where he so desires, or load 
up his truck and transport his goods to 
any point where his business may have 
need for it. This condition of private 
ownership must be maintained or we 
will nullify all the things that the pri- 
vate vehicle stands for, and which have 
given it the prominence it now enjoys. 

Such an attitude does not necessarily 
indicate that the owners of the high- 
ways, i.e. the state or other govern- 
mental units, should not have some con- 
trol over the use of motor vehicles, and 
in the case of every vehicle, many forms 
of regulation by various governments 
now exist. Regulation varies with the 
type of vehicle, the form of ownership, 
and the character of the operation; so 
in order properly to discuss degrees of 
regulation, we must first have some 
understanding of a classification of ve- 
hicles and their use. 


CLASSES oF Motor VEHICLES 


First, and largest in the group, we 
have the private passenger automobile, 
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of which there were about 25,000,000 in 
1937. This facility has enabled man to 
make a neighborhood out of a continent. 
He uses it for pleasure and travel as 
well as for everyday transportation in 
the immediate vicinity of his abode. 
More than anything else, the private 
automobile is the physical response to 
man’s age-old desire to transport him- 
self. It has brought fruition to the will 
to go places and see things. 

Besides this private transportation, 
the passenger automobile is used as a 
facility of transportation in many busi- 
nesses. The professional man, such as 
the doctor, is enabled more easily to at- 
tend the ill. The salesman is enabled to 
extend his territory and make more calls 
per day. The engineer, the teacher, the 
laborer, transports himself to and from 
the scene of his employment. In fact, 
any form of business where the element 
of personal contact is present is bene- 
fited by the use of the automobile. 

Second, the bus supplies a need for 
several forms of public passenger trans- 
Every day some 80,000 
buses transport 3,230,000 children to 
and from schools in rural areas. Other 
bus operations include hotel and resort 
buses transporting guests to and from 
railroad depots, and irregularly op- 
erated buses carrying workmen to and 
from industrial plants. Contract car- 
rier or charter buses operate at the will 
of the person or group contracting for 
the service. Sightseeing buses usually 
operate over a fixed route of scenic or 
historic interest, charging a set sum and 
returning to the original starting point 
to discharge the passengers. Common 
carrier bus operators who hold them- 
selves out to do business with all who 
apply for transportation for fixed and 
published rates may operate either in 
urban transportation or in intercity 
service. The majority of these operate 
over regular routes and between fixed 
termini. In 1937 there were 24,500 


EXTENT AND POSSIBILITIES OF ‘HIGHWAY REGULATION 


buses operated in city service in addi- 
tion to the 24,750 being operated in 
intercity service. l 

Third, the much maligned truck 
meets the demand for transportation of 
property in a flexible and economical 
service transporting any quantity of 
goods tendered, when and where de- 
sired. 


CLASSIFICATION OF CARRIERS 


Under the old common law, as well as 
in more modern statutes, there were two 
classes of carriers—common and pri- 
vate. Judicial interpretations of those 
laws universally held that he who fur- 
nished or held himself out to furnish 
transportation service, for hire, to the 
public generally, was a common carrier. 
He who limited his service to specific 
patrons, for whom he performed trans- 
portation service in accordance with and 
under the terms of a priyate contract, 
was held to be a private carrier. 

İn 1917 California decided to regu- 
late these “for hire” carriers, and dur- 
ing the next half dozen years many 
other states followed. The original stat- 
utes were broad enough in principle, but 
legal and judicial interpretations nar- 
rowed their effect. During those years 
a new classification became manifest. 
In the early twenties we find statutes 
dividing motor transport into three 
classes: The Common Carrier (same as 
before); the Contract Carrier (same as 
the Private Carrier under the common 
law); and a new class covering the 
transportation of a person’s own goods 
or employees in his own vehicle in the 
furtherance of his own commercial en- 
terprise, business, or occupation. This 
service was “not for hire,” but for ease 
of distinction such operations were soon 
inaccurately designated as being those 
of a private carrier. 

The classification of “Private Carri- 
ers” was written into a number of state 
statutes and was finally given full ac- 
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ceptance by its inclusion in the Federal 
Motor Carrier Act, 1935. 

Common and contract carriers are 
further classified as to type of opera- 
tion. According to state and Federal 
laws, either type of carrier may be in 
operation over regular routes on regu- 
larly scheduled service, over regular 
routes in nonscheduled service, or over 
irregular routes in radial and nonradial 
service and in local cartage service. 
These classifications are sometimes fur- 
ther brgken down in accordance with 
the types of commodities carried as an 
operator specializes in certain fields. 
Then, too, the character of all opera- 
tions may be either intrastate or inter- 
state or both. 

Some form of regulation now exists 
covering evefy operation of every type 
of highway transportation. As the reg- 
ulation of motor vehicles is extended 
more and more each year, it rapidly ap- 
proaches government management—the 
last step before public ownership. As 
governmental regulation is extended un- 
reservedly in scope and power, it ap- 
proaches a degree of public operation of 
highway transportation. The extent to 
which this regulation is now exercised is 
somewhat astounding. 


TAXATION AND POLICE POWER 


One form of regulation which affects 
every operation and every vehicle is 
the inherent power vested in govern- 
ment to levy and collect taxes. Every 
motor vehicle, regardless of its character 
or use, must be registered with the state 
and in some cases with local govern- 
ments. Fees for such registration are 
a prerequisite to operation on the high- 
ways. Every gallon of gasoline con- 
sumed by the motor vehicle is taxed by 
the state, and in some jurisdictions, by 
counties and municipalities. Forty- 
three states and the District of Colum- 
bia levy special motor carrier taxes in 
one form or another. It is from these 
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three methods of taxation that the states 
derive their income for the purpose of 
constructing and maintaining the state 
highway systems. 

In addition to these, other taxes for 
purposes of general functions of govern- 
ment are levied against the motor ve- 
hicle owner. These take the form of 
Federal excises on gasoline, oil, vehicles, 
parts and accessories, and tires and 
tubes; the various forms of state and 
local sales taxes; business taxes on 
transportation companies; ąnd the 
nevet-ending chain of indirect taxes that 
creep into our everyday existence. The 
Federal excise taxes, while not levied for 
road purposes, have actually exceeded 
the vast sums contributed to the state 
highway systems through Federal aid. 

Another form of regulation affecting 
the motor vehicle operator generally is 
based on the prerogative of the state 
and local governments to exercise police 
powers. To a great extent, these laws 
are justified as safety measures. They 
include traffic regulations, the control of 
speed and parking, the licensing of driv- 
ers, and many other actions too nu- 
merous to mention. Most of these laws‘ 
regulate and restrict free movement of 
the motorist, but are necessary for the 
safety and convenience of the great 
multitude of vehicle operators and other 
users of the roads. The states, under 
their inherent power to regulate by 
legislative enactment, have set about 
controlling the sizes and weights of ve- 
hicles operating over their respective 
highways. They likewise place safe 
weight limits on bridge structures.’ Al- 
though this has more effect on trucks 
and buses, it restricts the private as well 
as the commercial operator. These re- 
strictions are primarily placed to pro- 
tect the highway system from unwar- 
ranted abuse. Endless confusion has 
resulted from the conflicting size and 
weight laws of the several states. Not 
only are there variations among the 
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states themselves, but. there are exam- 
ples of local ordinances that impose 
even more restrictive limitations. ` The 
general subject of sizes and weights is 
now being studied by the Interstate 
Commerce Commission. 


STATE REGULATION 


Commercial vehicles, especially those 
in the for-hire categories, are, in addi- 
tion to all the above controls, subjected 
to special treatment because of the pub- 
lic nature of their business. All states 
except Delaware now have railroad or 
utility commissions that are empowered 
to regulate for-hire motor transporta- 
tion. This regulation is fairly inclusive 
except in New Jersey, where the motor 
carriers of freight are not yet included. 
Sometimes, quite high fees are collected 
in this connection. ‘Here again the lack 
of uniformity in regulation of highway 
carriers has resulted in confusion at 
state borders. Border barriers have 
sprung up between certain states, bring- 
ing economic difficulties to highway 
transport operator and shipper and pro- 
ducer alike. 

Most states require common carriers 
to secure certificates of public conven- 
ience and necessity, and contract car- 
riers are required to secure permits be- 
fore operations over the highways 
within the states may be begun. Peti- 
tions for these authorizations must, as a 
rule, be filed with the commission, all 
interested parties must be given notice 
of the intent set forth by the petition, 
and public hearings must be held on the 
application. The carrier must show 
conformity with regulations as estab- 
lished by the commission. As a rule, 
these include financial responsibility of 
the applicant; the posting of adequate 
bonds or insurance; condition and char- 
acter of equipment and facilities; the 
service that the applicant proposes to 
perform, whether common or contract, . 
passenger or freight, whether it is to be 
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permanent and continuous throughout 
the year; the public need for the pro- 
posed service; what effect the perform- 
ance of the proposed service will have 
upon the highways of the state and 
upon the present traffic thereon; the 
relation to and probable effect upon the 
services of existing motor carriers, rail- 
roads, and waterways; the filing of rates 
by common carrier applicants and cop- 
ies of contracts by contract carriers, the 
reasonableness of which is to be passed 
upon; and other minor items relating to 
payments of fees and taxes, equipment 
approval, personal fitness, the appoint- 
ment by a nonresident applicant of a 
statutory agent for the service of proc- 
ess, operation under “trade names,” and 
the filing of local or municipal con- 
sents. 

Many state commissions require uni- 
form accounts, annual reports, the bill- 
ing and collection of charges, bills of 
lading and other negotiable paper, and 
prescribe penalties in the administration 
and enforcement of their rules and regu- 
lations. Established rates may be 
changed only with permission, after 
investigation, and may be suspended on 
complaint. 

The control of the state regulatory 
agencies over private commercial vehicle 
operators is usually confined to those 
factors dealing with safety on the high- 
ways and its coincidental relationship to 
equipment, though a few states have 
sought to go much further in their regu- 
lation of the “private carrier.” 

Theoretically, state regulation ex- 
tends only to the state’s borders. The 
confusing effect of conflicting laws and 
rules of neighboring states, the failure 
or refusal of state authorities to extend 
recognition to the requirements of ad- 
joining jurisdictions, and the lack of 
authority over vehicles engaged in inter- 
state commerce, combined to develop a 
demand within the industry for Federal 
regulation of interstate motor carriers. 
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FEDERAL REGULATION 


This situation was of great assistance 
to the railroads in their demands on 
Congress for complete regulation of 
their highway competitors. Even so, 
Congress was loath to embark upon this 
new extension of Federal authority, and 
for eleven yedrs it refused to enact such 
legislation. 

The demands of the railroads in- 
creased with the years, and finally, 
when the American Trucking Associa- 
tions, Inc. joined with the bus associa- 
tion in demanding interstate regulation, 
Congress passed the bill. The Motor 
Carrier Act, 1935, placed the regulation 
of interstate motor transportation under 
the jurisdiction of the Interstate Com- 
merce Comfnission. The Bureau of 
Motor Carriers was immediately set up 
within the Commission to administer 
the Act. The enactment of this Federal 
statute has had the effect of accelerating 
and extending state legislation. It has 
had a marked effect in bringing about 
uniformity among the states, with espe- 
cial emphasis on safety of operations 
and equipment requirements. 

The law provides regulation of the 
“for-hire” motor carrier that is practi- 
cally complete. Like most of the state 
laws, it provides for the issuance of cer- 
tificates of convenience and necessity to 
common carriers and permits to contract 
carriers, established concerns being 
given authority under the “grandfather” 
clause. There are many partial exemp- 
tions to the Act, though most of them 
are subject to broad discretionary pow- 
ers of the Commission. The most note- 
worthy of the exemptions applies to 
trucks engaged in the transportation of 
agricultural products by farmers or co- 
operative associations. No person may 
be granted both a certificate as a com- 
mon carrier and a permit as a contract 
carrier. 

The Act conveys power to the Com- 
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„mission to deal with transfers, mergers, 
and securities, and to adopt rules gov- 
erning the qualifications and maximum 
hours of service of employees, and in- 
surance, bonds or self-insurance. At the 
present moment the Commission is ener- 
getically engaged in a revision of the 
motor carrier rate structure of the sev- 
eral sections of the country. Thus far, 
the adjustments have resulted in gen- 
eral increases. ; 
Undue or unreasonable preferences or 
advantages are very properly, prohib- 
ited. Discriminations and rebates are 
.mnot permitted, and all rates “shall be 
just and reasonable.” But, while rates 
shall be established with due regard to 
the need in the public interest of ade- 
quate and efficient service by the car- 
riers at the lowest cost cohsistent with 
the furnishing of such service, and to 
the need of revenues, these rates are 
being fixed without any clear under- 
standing of actual costs of operations. 
The generally accepted rule for fixing 
the rates of most public utilities in- 
cludes’ consideration of a fair return on 
the value of the property plus the actual 
cost’ of operation and maintenance. 
Railroad rates have been subject to 
regulation for half a century, but actual 
cost of operations, for the most part, 
have never been determined with suffi- 
cient accuracy to form a base upon 
which rail rates could be determined. 
Notwithstanding this uncertainty, rail 
tariffs are rapidly becoming a compara- 
tive yardstick for the making of motor 
carrier rates. 
- The Commission has power to indi- 
cate minimum rates below which a con- 
tract carrier may not go—even though 
it be the charge agreed upon between 
the trucker and his contract patron. In 
most of its rate cases thus far adjudi- 
cated, the Commission has contented 
itself with fixing minimums below which 
the common carriers of the territory 
shall not charge. In other words, the 
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competitors must be protected while the 
shippers and the consumers seek solace 
elsewhere. 

Ample provisions for enforcement of 
the Act and the Commission-made rules 
are outlined. They include suspensions 
and revocations, heavy fines, and actual 
imprisonment. In truth, the Commis- 
sion is abundantly equipped with pow- 
ers of complete regulation over the “‘for- 
hire” motor carrier. 

Nor is this authority confined entirely 
to the “for-hire” carrier. According to 
the Act, it shall be the duty of the Com- 
mission “to establish for private carriers 
of property by motor vehicle, if need 
therefor is found, reasonable require- 
ments to promote safety of operation, 
and to that end prescribe qualifications 
and maximum hours of service of em- 
ployees, and standards of equipment.” 

At the present time the Commission 
is engaged in investigations concerning 
the qualifications and maximum hours 
of employees of private carriers; the 
proper size and weight limitations of 
private carrier vehicles; and the pro- 
mulgation of safety rules and regula- 
tions affecting the equipment of private 
carriers. It has already announced that 
eventually the private carrier truck 
must be registered and equipped with 
identification plates. : 


Tue “PRIVATE CARRIER” 


A “private carrier” is a carrier by 
definition only. 

Generally speaking, motor carrier 
regulatory laws have been grounded on 
the necessity for regulating the unusual 
use of the highways. Theoretically and 
historically the highways are and should 
be free for their usual and ordinary use 
by the public. Any man who transports 
himself, his family, his friends, or the 
products of his labor or the goods which 
he owns, and whose vehicle is not for 
hire, is engaged in the usual use of the 
highway over which he travels: Even if 
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by legislative definition these acts de- 
clare him to be a “carrier,” he still has 
an inherent right to use the public high- 
ways in the usual and ordinary manner. 
He who transports himself and his own 
goods in his own vehicle should not be 
burdened -or imposed upon simply be- 
cause that vehicle happens to be a 
truck. 

No one can object to the enactment 
and enforcement of proper traffic laws. 
The safety of the public on the high- 
ways is one of the major problems of 
the present day. It is believed, how- 
ever, that traffic regulation in the in- 
terest and safety of the public is a sub- 
ject far broader than the regulation of 
trucks. It is a problem that is widely 
separated from motor carrier regulation 
in its implications, its purpose, and its 
effect. 

The Supreme Court of California has 
said in Holmes v. Railroad Commis- 
sion: 


One who transports merely his own 
freight over the highway is not a carrier, 
private or otherwise. He may be a farmer 
or a manufacturer or a merchant or what 
not, but the business in which he is engaged 
is not the business of transportation. . 
the transportation of such goods is no 
more than an incident to such business. 


A number of states, following the 
leadership of Texas, have already 
sought to regulate the private operator 
as a “carrier,” and a number of bills 
have been prepared for early introduc- 
tion in other states that would extend 
full regulatory control over these private 
operations. The Nebraska Commission 
actually sought to require the securing 
of a certificate of public convenience 
and necessity, and the establishment of 
delivery charges comparable to the class 
rates of common carriers. The trend 
of the moment is definitely towards 
complete regulation of private trans- 
port. 
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CONCLUSION 


In conclusion, then, we might say that 
highway transportation as a public util- 
ity occupies the unique position of be- 
ing partially governmentally owned and 
partially under private ownership and 
operation. 

The highways which go to make up 
our extensive national system are and 
should continue to be owned, con- 
structed, maintained, and supervised 
by the several forms of government. 
The conversion of this potential trans- 
portation system into the realm of ac- 
tuality necessitates the presence of the 
mobile unit, the motor vehicle. There 
being practically enough vehicle units 
to supply each and every American fam- 
ily with at least one car, truck, or bus, 
it is indicated that ownership is quite 
widespread. This extensive ownership, 
however, is private in every sense of the 
word and should be maintained as such. 
Regulation thus far tends to exert 
needed control over operation of auto- 
mobiles generally. It extends more se- 
verely over vehicles used in commercial 
transportation. In fact, only the most 
imaginative could have conceived 
twenty years ago the extent to which 
highway regulation has now been car- 
ried. Should the next two decades ad- 
vance in like manner, we shall have 
passed the intervening stage of govern- 
mental management and be well on our 
way to government ownership of all 
transportation agencies, including com- 
mercial vehicles. 

This is by no means the whole prob- 
lem confronting highway transportation 
and vehicle operation. Burdensome 
taxation, diversion of highway funds, 
economic stability in the commercial 
branch, and many other phases are 
studies in themselves. Further atten- 
tion should be given particularly to cer- 
tain aspects of regulation which 
threaten to unbalance any favorable 
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results to be obtained from control over 
commercial motor carriers. 

First of all, regulation of carriers by 
highway should be designed to foster 
transportation. The same problems are 
not always present in all forms of move- 
ment by highway, waterway, railway, 
and air. Regulation should be indi- 
vidualistic and cover only those inequi- 
ties present in the respective type of 
carrier. While much experience has 
been gained in the past regulation of 
railroads, it is unfair te the public to 
stifle other and newer modes by in- 
flicting upon them that which has been 
imposed upon another industry without 
first determining whether such regula- 
tion is what is needed in the public in- 


terest. Regulation for highway trans- 
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portation should be designed to stand on 
its own two feet and be developed as 
the need arises, based on the require- 
ments of the industry and public wel- 
fare. These problems will have to be 
given very serious consideration if, in 
the future, the public is to receive full 
benefit from the natural and inherent 
advantages of highway transportation. 


One thing is certain. Automotive trans- 
portation is an advance in the march of 
progress. It is here to stay. We cannot 
invent restrictions for the benefit of rail- 
roads. We can only apply such regulation 
and assess such taxes as would be neces- 
sary if there were no railroads, and let the 
effect be what it may.t 
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Federal Regulation of Air Transportation 


By Epwarp J. NOBLE 


HE Civil Aeronautics Act of 1938, 

in creating a five-man commission 
for the regulation of an industry which 
is affected with a public interest, follows 
a path marked out by fifty years of ef- 
fort to perfect such regulative methods. 
The commission which it creates is 
called the Civil Aeronautics Authority. 
There is, however, more of novelty in 
the statute than the use of the term 
“Authority” for such a creation. Alone 
of all regulatory statutes, the Civil 
Aeronautics Act of 1938 imposes the 
promotional duty of “encouragement 
and development” of the air transporta- 
tion system which the Authority is re- 
quired to regulate. 


NATURE OF AVIATION 


The need for this departure from the 
usual regulatory formula was inherent 
in the nature of aviation itself, as well 
as nascent in all of the Government’s 
previous relationships to it. Born in the 
United States, the art of mechanical 
flight is but little younger than the 
automobile. It is little older than the 
radio. Yet aviation’s own departure 
from all the instincts of human nature, 
its entry into a field of mechanical 
knowledge hitherto considered fanciful, 
has made its acceptance as a utility far 
slower among men and women than 
their acceptance of almost any other 
technological advance. 

Men and women cannot be blamed 
for that. Perhaps they were wise. The 
Wrights did more than defy all the 
mockers from Daedalus to Darius 
Green. They led dynamics into a me- 
dium as new to science as it was to hu- 
man sensation. Furthermore, it was a 
medium in which experimentation in- 
volved, literally, deadly difficulty. Too 


often the experimenter who found that 
his airfoil had the wrong profile did not 
live to tell the tale. 

It derogates no whit from their glory 
to say that the early experimenters were 
more tinkers than scientists. They were 
magnificent tinkers—tinkers with imag- 
ination and feeling for the thing they 
sought to do. The science of aero- 
dynamics grew, indeed, from the meas- 
urement and appreciation of what they 
had found, step by step, to be prag- 
matically good. It went through a ter- 
rific forcing house during the World 
War, when it was barely ten years old. 
The instant necessities of national ex- 
istences there demanded immediate 
answers to questions posed day by day, 
and posed almost always in mere smok- 
ing ruins on the battlefields. 

This accentuated a difficulty con- 
stantly confronting the development of 
aerodynamics. The mind capable of 
mastery in the split-second rush and 
crash of the warfare over the lines is 
obviously not the mind for the patient 
development of the multifactored for- 
mulae of conic sections. Two minds, 
two widely differing types of mind, were 
then, and apparently always will be, 
necessary for the solution of any prob- 
lem in aerodynamics. The first must 
be the mind of the more or less glorious 
adventurer, tuned for subconscious re- 
sponse to stimuli incomparably faster 
than any previous human experience in 
mechanics. That is no figure of speech. 
A two-ton airplane can already move 
through the air at six miles a minute. 
That is closer to the speed of sound 
than the speed of sound is to the speed 
of light. Propeller tips and other me- 
chanical parts already equal or exceed 
the speed of sound. Experience from 
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that category must be reduced to paper. 
It must be plotted upon co-ordinates of 
almost infinite mathematical complex- 
ity, to assure the further development of 
these machines for the carriage of hu- 
man beings and property. 

The achievements of aeronautical sċi- 
ence and practice during the thirty-five 
years since Kitty Hawk are a monument 
to human adaptability under such cir- 
cumstances. These two types of mind 
have worked together to advance the 
speed of airplanes from thirty or forty 
miles an hour to three or four hundred 
miles an hour. In the last ten years 
` that experience has been so charted and 
applied tọ the business of scheduled air- 


line transport, for instance, as to make ` 


it fourteen times safer to fly in an air- 
liner today than it was æ decade ago. 
It is, even, a widely held opinion that 
dominance in aeronautical science and 
practice within recent months has had a 


controlling effect on the destinies of — 


-major nations. 


PUBLIC ACCEPTANCE oF AIR TRAVEL 


However that may be, we know that 
within our own particular field one and 
a half million passages on the sched- 
uled airlines of. the United States will 
be made by Americans in 1938. Some- 
thing more than that number will be 
flown in nonscheduled planes, In other 


- words, more than three million times in 


1938 Americans will act upon the belief 
that aeronautical science and practice 
have produced a utility which no rea- 
sonable man or woman need hesitate: to 
avail of in his or her ordinary day-to- 
day needs for travel. In 1937 the air- 
lines flew 13,000,000 miles between ac- 
cidents involving fatalities. They flew 
in all some 76,000,000 miles. No man 
or woman has flown 13,000,000 miles, 
or in all probability ever will, even 
though an entire professional career be 
devoted to flight. To fly 76,000,000 
miles, Howard Hughes, for instance, 
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would have had to make his circuit of 
the world on the course he followed, 
some 5,000 times; or he would have 
had to be accompanied by 5,000 planes. 
This gives some idea of the amount of 
actual flying the airlines did in 1937. 
Nonscheduled flying accounted for an- 
other 103,000,000 miles in the air. 

To these astronomical figures Ameri- 
can aeronautics has risen, within the 
memory of the comfortably middle 
aged, from the few hundred feet first 
flown by the Wright brothers in 1903. 
And the end of growth is, of course, by 
no means in sight. Though there will 
be three million passages in the air in 
1938, that does not mean that three 
million individuals will fly. The best 
estimate is that those three million pas- 
sages will be divided up among some 
half-million regular or occasional pa- 
trons of air transportation. In other 
words,, flying has proved its utility to’ 
one-third of one per cent of our popu- 
lation. It is a utility, but, in public 
acceptance at least, it is still a small - 
one. 


SCOPE OF THE PROBLEM 


In 1926, experience in the air had 
become so widespread and its results so 
diversified that the need for accumula- 
tion and correlation was obvious. Aero- 
nautics by its very nature was, even 
then, national and international in 
scope. Only the Federal Government 


‘could cope with the problem, and the 


result was the Aeronautics Branch of 
the Department of Commerce. In ev- 
ery corner of the country men were 
pushing forward by trial and error their 
knowledge of materials, forms, power. 
It was in the national interest that the 
experimenter in Connecticut should not 
waste his time on the same error by 
which his brother in California had 
learned. The accumulation of this ex- 
perience, its correlation and its dissemi- 
nation, naturally and logically took the 
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form of regulations—the Civil Air Reg- 
ulations, they are called. In twelve 
years they have grown to some 334 
compact and concise pages. There has 
been a good deal of objection to the 
form of those regulations, particularly 
among the nontechnical, but in the 
course of their development they have 
proved to be a guidebook to further 
successful progress, rather than a hin- 
drance, 

In the belief, in fact, that regulation 
constitutes development, the Act directs 
the Authority to continue its correlation 
of experience in every field of civil 
aeronautics, from sound specifications 
for every major and minor part of the 
airplane to the last detail of its suc- 
cessful operation. As the Government 
provides and operates aids to naviga- 
tion of our common waters through 
other agencies, so the Civil Aeronautics 
Authority is directed to provide and 
maintain aids to navigation of the com- 
mon air. 

These functions the Civil Aeronautics 
Authority inherits from the Bureau of 
Air Commerce of the Department of 
Commerce under the 1938 Act. With 
the functions, fortunately, it inherits 
the fine technical competence developed 
in the Bureau’s personnel. The very 
difficulties of aviation’s problems have 
attracted to that bureau the two types 
of mind those problems need; men of 
feeling and imagination, and men of pa- 
tient, deductive skill. The designers 
and builders and operators of American 
aviation equipment have long recog- 
nized and relied upon this focus of ex- 
perience. We can assure them and the 
Nation that they may continue to do so. 


VALUE OF REGULATION 


That kind of regulation has never 
been regarded as a hindrance, Just as 
the beacons along the airways show the 
pilot were to fly, so the Civil Air Regu- 


lations show him ow to fly and show 
e 
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the builder žow to build. After all, nine 
of the Ten Commandments begin with 
the words “Thou shalt not.” Yet they 
have been generally regarded as a guide 
to the good life, and not as a code fa- 
tally restrictive of useful human ac- 
tivity. 

Thus Congress was logical in extend- 
ing the same kind of regulation to the 
economics of flying that had proved 
successful in its aeronautics. And it 
was time for such regulation, for aero- 
nauticsehas matured to the point where 
it has become a factor in our national 
economy. Actually and relatively, it 
may still be a small factor. But it is 
large enough to afford positive proof, 
proof that no sane business man can 
safely ignore, of its very large poten- 
tialities. I believe, personally, that this 
maturing utility should welcome the 
economic guidance available to it at 
this stage in regulation under the Civil 
Aeronautics Act. Examples of the con- 
trary condition are not far to seek in 
other public utility fields. Some of the 
railroads today are carrying in their bal- 
ance sheets veritable old men of the sea 
imposed upon them by the overoptimis- 
tic and the underscrupulous in the un- 
regulated days when they were reaching 
out to form systems and develop busi- 
ness. 

Civil aeronautics will be saved from 
those sins. This law applies to all its 
ventures the well-tried doctrine of pub- 
lic convenience and necessity. Before 
any line may be operated it must show 
that the business is there to do or is rea- 
sonably in prospect, that no other car- 
rier is adequately taking care of that 
business, and that the applicant is fit, 
willing, and able to perform such serv- 
ices. This first application of economic 
regulation to aeronautics marks the fact 
that it has grown from a utility to a 
public utility. 

Before the Authority approves pas- 
senger and goods rates or compensation 


246 


for the carriage of mail, they must be 
shown to be fair and reasonable. Mail 
compensation will no longer be deter- 
mined by an unlimited competitive bid- 
ding, but by a determination of the fair 
and reasonable amount to be paid for 
the special service or type of service 
- rendered the Post Office Department, 
_taking into consideration other revenue 
for the operation and its conduct 
through economical and efficient man- 
agement. 


KJ 
FUNCTIONING OF THE AUTHORITY 


It is obvious that the application of 
these principles requires not only judg- 
,Ment, but a specially informed judg- 
ment. Hence, in the usual way, the 
task is remitted to'a quasi-judicial or 
quasi-legislative body—“a fribunal ap- 
pointed by law and informed by expe- 
rience,” to use Justice Brandeis’ illumi- 
nating phrase in a Supreme Court 
opinion. 

But in this instance, and for two 
reasons, the effort has been made to 
relieve that quasi-judicial or quasi- 
legislative body from the burden of 
. some executive work which has ham- 
pered other similar bodies. The Act 
creates the office of Administrator 
within the Authority. Its incumbent is 
named by the President with the advice 
and consent of the Senate and it paid 
the same salary as the members of the 
Authority. Upon his shoulders is 
placed all the purely executive work 
which the statute ‘specifies shall be his 
in connection with fostering civil aero- 
nautics and managing the physical plant 
the Government devotes to it. In addi- 
tion, by action of the Authority, the 
post of Authority Administrator is es- 
tablished to exercise certain supervisory 
powers over two bureaus of the Author- 
ity. To this post the Statutory Admin- 
istrator has been appointed by the 
Authority, and he acts under and is 
responsible to the Authority. 
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The first reason for this action, the 
impelling reason for the statutory provi- 
sion for an Administrator, was, of 
course, the fact that in the encourage- 
ment, development, and regulation of 
civil aeronautics the Federal Govern- 
ment is the owner, manager, and- op- 
erator of plant scattered throughout 
the United States. These are-the aids 
to navigation. At present they corsist 
of more than three hundred radio sta- 
tions of all sorts, nearly an equal num- 
ber of weather reporting stations, more 
than twenty thousand miles of teletype- 
writer circuits, and more than two thou- 
sand lights and beacons on twenty-two 
thousand odd miles of lighted airways. 

In addition to this, there is a large 
amount of experimental material ard a 
considerable fleet of airplanes for the 
Authority’s inspection force and for ex- 
perimental work. It is natural that this 
management task should be the Admin- 
istrator’s. In addition, Congress has 
charged the Authority, through the Ad- 
ministrator, to make a survey of the 
airport situation and recommend by 
February 1, 1939, whether or not the 
Federal Government should engage in 
the establishment of a national system 
of airports, and if so to what extent. 
The cognate work of the Bureau of 
Airways and Development has likewise 
been assigned to the Administrator. 

But, while the Bureau of Safety 
Regulation and Information and the 
Bureau of Economic Regulation are 
under the Authority Administrator (as 
distinguished from the statutory Ad- 
ministrator), in this instance he acts 
only as the staff officer of the Authority 
in supervising the executive work of 
those bureaus which are so essential to 
the quasi-judicial and quasi-legislative 
functions of the Authority itself. 

One other separation of function is 
well worthy of note under this new Act. 
Safety is a factor more vital in almost 
every aeronautical operation than in 
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any other human activity. The penalty 
is invariably high for mistakes or care- 
-lessness in the air. Furthermore, with- 
out safety, and without a public con- 
viction that aviation is safe, its eco- 
nomic progress is hopeless. 

Hence Congress wisely and logically 
created a special board within the Au- 
thority for the study of safety and to 
make recommendations for its further- 
ance. The Air Safety Board consists 
of three members appointed by the 
President with the advice and consent 
of the Senate. It has important inde- 
pendent powers of investigation in cases 
of accident. It has almost equally im- 
portant power to make public the causes 
of accidents as they are developed. Its 
special findings as to causes and its 
recommendations for rules to prevent 
the recurrence of accidents are made to 
the Authority and will form the basis 
for the further development of the art 
and science of safe flight. 

Throughout, then, we believe this Act 
represents an enlightened approach to 
the problem of regulating a public util- 
ity exclusively in private ownership, but 
largely and indubitably affecting the 
national public interest. Had such a 
regulation been imposed in the begin- 
ning, in the older utility fields, I venture 
to express the opinion as a business man 
that there would not now be the demand 
in those fields for a public ownership to 
replace a private ownership which to 
many seems woefully recreant in its 
acknowledgment of the national public 
interest with which they are affected. 

Certainly the best minds in the avia- 
tion industry urged the adoption of this 
Act before Congress. These men have 
found aeronautical regulation not a 
hindrance but a help. They believe 
now that the focusing upon their eco- 
nomic problems of all the economic ex- 
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perience available in their own field and 
in others will similarly not be a burden 
but a guide to proper progress. 

Government has intervened to do 
what these men admit only govern- 
ment can do. Only government can 
accurately and fairly focus the expe- 
rience of competitors upon their com- 
mon problems. And certainly when 
those common problems so strikingly 
affect the national interest as do those 
of aviation, government has an impera- 
tive duty to do so. 

To quote my colleague Mr. Hinckley, 
the Roman road, the camina real, the 
high seas, the rivers and trails, the rail- 
roads and the highways, have invariably 
been the channels of national progress 
and well-being. Now there is every evi- 
dence that fhe skyways will succeed 
them in importance. That is the justi- 
fication for the Civil Aeronautics Act. 

The justification for Federal regula- 
tion in other fields is equally provable, 
for the highway and the skyway are 
important only to the goods and the 
people that move over them. I can 
only hope that the realization of their 
importance to the national economy and 
the national security will, in those other 
fields, bring about the acceptance of 
regulation in the fine spirit displayed 
by the private owners of our air trans- 
portation system, the men who have de- 
voted their fortunes and their careers to 
its pioneering, men whom we are pre- 
pared to encourage in accord with the 
precept of this law. Call it regulation 
if you will, but in essence it is the focus 
of all available and pertinent experience 
from a competitive and expanding field 
upon the common problems of that field 
through a lens as free as possible from 
the refractive errors of private interest. 
That lens is, and can only be, our com- 
mon government. 


Edward J. Noble is chairman of the Civil Aero- 
nautics Authority, Washington, D. C . 
hd 
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Gorpon, Lrncotn. The Public Corpora- 
tion in Great Britain. Pp. ix, 351. New 
York: Oxford University Press, 1938. 
$3.50. ; 

In his discussion of the public corpora- 
tion in Great Britain the author has a gen- 
eral historical chapter which is followed by 
four chapters in which he gives approxi- 
mately an equal amount of space to the 
Port of London Authority, the Central 
Electricity Board, the British Broadcasting 
Corporation, and the London Passenger 
Transport Board. The plan in each of 
these chapters is to give a brief historical 
sketch of the corporation or of the under- 
taking prior to its organization in the form 
of a public corporation. This is followed 
by a discussion of the structure and powers 
of the corporation, and in gonclusion the 
author takes up any special probléms which 
have arisen in the government of the cor- 
poration or the policies involved in its ‘op- 
eration, and the relationship of these poli- 
cies to the Government. 

An American reader will be struck by 


the fact that the public corporation in. 


Great Britain is not quite the same thing as 
the government corporation in the United 
States. While the British Broadcasting 
Corporation is very much like one of our 
corporations, the others are not. They 
tend to involve private ownership with op- 
eration by a publicly chosen board of 
directors. They do not ordinarily combine 
the joint investment plan between the gov- 
ernment and the private owners so com- 
monly found on the Continent. 

“The form of the public corporation, its 
position in the political and economic 
structure of the nation, and the validity of 
achievements in the past as a guide to ex- 
tensions of its scope, are clearly associated 
in an intimate manner with the specific 
content to which it thus far has been 
applied. Transport, broadcasting, and 
electricity supply all share a number of 
general characteristics implying by their 
nature the impossibility of completely un- 
regulated private enterprise, grave disad- 
vantages in the operation even of a limited 
profit motive, and at the same time a set 


of corresponding disadvantages in the State 
enterprise in the sense of a.civil service 
administration under a Minister respon- 
sible to Parliament. These features, com- 
mon to and constituting so-called ‘public 
utilities,’ may be summarized as combining 
outstanding importance to the community 
with natural monopoly.” (P. 316.) 

Mr. Gordon sees the difficulty of ordi- 
nary governmental audit when applied to 
government corporations, appreciates the 
problem of appointing members of the gov- 
erning board (favoring appointment by a 
minister, apparently), as well as the prob- 
lem of abandoning bureaucratic civil serv- 
ice but nevertheless retaining the essentials 
of a real personnel system, has caught the 
danger of atrophy when the expanding 
stage of service is over, and understands 
the need for reconciling freedom and effi- 
ciency with proper governmental responsi- 
bility. His chapter of conclusions is very 
carefully done and contains many evi- 
dences of much thought and observation 
on the broader aspects of policy which are 
involved in these corporations. He sees. 
the corporations of this type as new admin- 
istrative devices for the performance of 
new governmental functions of a com- 
mercial nature. 

The style at times is a trifle labored, but 
the book is a welcome addition to the lit- 
erature of government corporations. Gen- 
eral studies of this kind when supple- 
mented by special studies such as Mr. 
McDiarmid’s will do much to further our. 
understanding of the subject. The subject 
is an important one. 

OLIVER PETER FIELD 

University of Minnesota 


McDiarmp, Joux. Government Corpo- 
rations and Federal Funds. Pp. xx, 244. 
Chicago: University of Chicago Press, 
1938. $2.50. 

Although the United States held a ma- 
jority of the capital stock of the Bank of . 
North America (1781-82) and 20 per cent 
of the capital of the First and Second 
Banks of the United States, the first in- 
stance of complete United States owner- 
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ship and operation of a business corpora- 
tion occurred in 1904 when the Panama 
Railroad Company became a government 
owned corporation. During the World 
War a number of other government cor- 
porations were set up, such as the Federal 


Land Banks, the Emergency Fleet Corpo- 


ration, the United States Grain Corpora- 
tion, the War Finance Corporation, the 
United States Housing Corporation, the 
Sugar Equalization Board, and others. Af- 
ter the war the Federal Farm Loan Board 
was succeeded by the Farm Credit Asso- 
ciation. In 1924 the Inland Waterways 
Corporation was created by Congress, all 
the capital stock being subscribed by the 
United States, control and direction of the 
corporation being vested in the Secretary 
of War. The Reconstruction Finance Cor- 
poration was created in January’ and the 
Federal Home Loan Bank system in July, 
1932. 

Thus it will be seen that government 
corporations did not leap into being with 
the second Roosevelt. They have had, 
however, a tremendous development under 
. the present administration. 

The increasing use of such government 
corporations, not only in the United States 
but also in various European countries and 
the British Empire, makes this study 
timely. A foreword by Professor Dimock 
points out: “Whenever government under- 
takes an activity which is financially prof- 
itable there is always some interest, or 
group of interests, which may be expected 
to raise the voice of protest. It is usually 
a different matter when the undertaking 
has ceased to be a money making one; 
‘principle’ loses its potency. So long as 
profit is to be made, you will hear the 
familiar battle cry, the govenment is com- 
peting unfairly with its citizens; get the 
government out of business. ... When a 
public service is recognized as ‘legitimate,’ 
and when the demand for good service is 
strong the government shows that it can 
be as efficient as any other group of per- 
sons whether they be labeled ‘private’ or 
otherwise.” ' 

This study is especially concerned with 
the financial relations of the government 
corporations and with the degree of con- 
trol exercised over them by the Comp- 
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troller-General. Several of the more im- 
portant corporations are studied, special 
attention being given to the Farm -Credit 
Administration, the: Tennessee Valley Au- 
thority, and the Reconstruction Finance 
Corporation, with shorter treatments of 
such agencies as the Home Owners’ Loan 
Corporation, the Federal Deposit Insurance 
Corporation, and the Federal Subsistence 
Homesteads Corporation. 

Mr. McDiarmid concludes: “Experience 
indicates that the majority of business en- 
terprises carried on by government corpo- 
rations cannot be subjected to the general 
restrictiohs and regulations which usually 
surround the expenditure of public funds 
without seriously endangering efficiency 
and economy. ... The problem which has 
been least satisfactorily settled so far as 
our government corporations are concerned 
is that of providing suitable methods of 
accounting ard auditing control. . . . It 
should be possible to define the procedure 
in such a way as to eliminate much of the 
uncertainty and bickering which have so 
frequently appeared in the past. The sub- 
jection of all government corporations to 
the ‘auditing’ control of the General Ac- 
counting Office as that agency is now con- 
stituted would be a serious mistake. .. . 
Minute regulations of the details of man- 
agement must be avoided.” 

The author makes suggestions, which 
cannot be detailed here, for a thorough- 
going redefinition of the powers and func- . 
tions of the General Accounting Office in 
its relations to the Corporations. His final 
paragraph is: 

“The government corporation is pri- 
marily an administrative device and is so 
designed. It reaches maximum administra- 
tive efficiency when granted a large meas- 
ure of freedom in management and in 
financial matters. If it is used for parti- 
san purposes or is otherwise mismanaged, 
its very virtues become vices. Desirable 
financial freedom becomes the shield of 
favoritism and corruption. Fortunately, 
the experience of the Federal Government 
with its corporate agencies is reassuring on 
this point. Corporation officials must and 
can be chosen for their ability and integrity 
without any reference to partisan or politi- 
cal considerations. The entire divorce of 
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the Tennessee Valley Authority from spoils 
‘practices is only one of the encouraging 
signs in recent corporate developments. In 
the last analysis, the selection of public- 
spirited and able men to direct the opera- 
tions of our government corporations is 
the real safeguard to the public interest, 
and, when this is accomplished, the free- 
dom conducive to progressive administra- 
tion can profitably be granted.” 

This is a most interesting and valuable 
study. 

H. R. ENsLow 
Albany, N. Y. 


® 
Hopce, CLARENCE Lewis. The Tennessee 
Valley Authority: A National Experi- 
ment in Regionalism. Pp. xii, 272. 
Washington: American University Press, 
1938. 


The Tennessee Valley Authority has 
been a focus of national interest since the 
early days of the New Deal, and the mass 
of material published about it, frequently 
of the superheated variety, is enormous. 
The technical librarian of the T.V.A. issues 
a mimeographed bibliography from time to 
time, and this may run to twenty-five or 
more pages. Having skimmed through a 
fair amount of this material, it is a relief 
to turn to the thoughtful, thorough, and 
dispassionate study of the T.V.A. by Dr. 
Hodge. His interest is regional planning 
and the light thrown upon it by the T.V.A. 
experience. “Regionalism is a trend the 
importance of which has been inadequately 
recognized by students in the field of gov- 
ernment” (Preface). 

What is a region? The T.V.A. has an- 
swered this by choosing the drainage basin 
of a great river; Hodge feels that since 
parts of most of the southeastern states are 
included in the area, all of these states 
might well be included also. This would 
transform the T.V.A. into a Southeastern 
States Regional Planning Authority. How 
shall such an authority function? It is in 
answering this question that the present 
volume makes its unique contribution. Ex- 
tensive field work and an exhaustive study 
of sources have been summarized. in an 
illuminating manner. ‘ 

It is clear that regional activity under 
some governmental authority must secure 
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the co-operation of a large number of gov- 
ernmental and nongovernmental agencies if 
it is to carry on its work. It must over- 
come the local prejudice and the inertia 
that are inevitably present. The success of 
the T.V.A. in this area has been remark- 
able. In a chapter “Regional Inter-Gov- 
ernmental Co-operation” seven detailed 
charts show how extensive co-operation has 
been in this area; another chapter indicates 
exactly how some seventy-nine nongovern- 
mental organizations ranging from universi- 
ties to wild life conservation groups are co- 
operating with the Authority on definite 
projects of mutual interest. The local en- 
thusiasm for improvement of the standard 
of living and solving regional problems has 
been co-ordinated by the T.V.A. It has 
furnished competent technical assistance 
and co-operated on a give-and-take basis 
with the local groups. 

This volume does not enter into the con- 
troversy concerning the merits of the 
T.V.A. power program, and it deals only 
briefly -with the newspaper campaigns di- 
rected against it. It does sketch the his- 
tory of the power program, and sketches 
the various legal actions that have been 
taken by the electric utility companies. 
Some of the newspaper editorials are inter- 
esting as seen in perspective. The Chicago 
Tribune in 1934 asserted, “There is no 
longer room to doubt that at Norris the 
communism of Lenin and Stalin has taken 
root in the United States. . . .” (quoted p. 
225). Such statements in the light of the 
history of the Authority give some indica- 
tion of how completely the objectives of 
regional planning may be misinterpreted. 

An excellent bibliography and index add 
to the usefulness of the volume. 

HucH CARTER 

University of Pennsylvania 


Opum, Howard W., AND Harry ESTILL 
Moore. American Regionalism. Pp. x, 
693. New York: Henry Holt & Co., 
1938. $3.80. 

It is difficult to believe today that the 
first public discussion of regionalism as a 
tool for national planning (“integration” 
these authors would call it) took place at 
the University of Virginia in the summer 
of 1931—as difficult as it was then to.be- 


lieve that one of the participants in that 
scholarly discussion would shortly be Presi- 
dent of the United States and initiator 
of the Tennessee Valley Authority. Men 
of many interests had, of course, long 
explored our regional cultures, regional 
resources, regional institutions; but only 
latterly has regionalism resounded in legis- 
lative halls as an approach to the admin- 
istrative solution of pressing national prob- 
lems. Shall we have a Tombigbee Valley 
Authority; or is the Interstate Commission 
on the Delaware River Basin a more viable 
pattern? How shall we organize in the 
public interest the distribution of the 
power of the Columbia River so as to con- 
tribute most to the upbuilding of the Pa- 
cific Northwest? Dust bowls, newsprint 
from Southern slash pine, milk sheds, 
wages and hours differentials, crop con- 
trols: how can we formulate national poli- 
cies which will weld the country together, 
yet respect basic differences in—the only 
word that leaps.to the mind is “regions”? 

Professors Odum and Moore have made 
a bold venture: on the whole, they have 
carried it off, and the resulting book is a 
notable contribution. With a hardihood 
which few but sociologists would profess, 
they have undertaken to weave together all 
the strands in our thinking about regions, 
to see if the tapestry will produce a picture 
that is a guide to action. They have stated 
their approach: 

“Our outline appraisal of each of the re- 
gions is essentially a multiple one. There 
is, of course, the historical-cultural ap- 
proach, closely linked with that of the peo- 
ple... . There is, then, a catalogue of the 
abundance of resources and of potentiali- 
ties which must then be followed by a 
similar inventory of deficiencies, wastes, 
and limitations. From these, of course, 
emerge.the totality of the region with re- 
spect to its science, skills, and technology, 
its wealth and its institutions, and espe- 
cially its ‘problems.’ In all of these as- 
pects there is usually in every region a 
large clustering of indices which make a 
fine and plausible homogeneity for the ulti- 
mate appraisal of the region.” (P. 543.) 

The authors have accordingly explored 
the concept of the region in several ways. 
First they have considered our natural re- 
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gions, our culture regions, our service re- 
gions (governmental and nongovernmen- 
tal). Then they have looked at the region 
as it has been conceived by geographers, 
anthropologists, ecologists, economists, po- 
litical scientists, and sociologists. As they 
weave these many-colored threads together, 
they see emerging a pattern of six regions 
of the Nation, ,which they describe and 
differentiate, and which they propose as 
media of national reintegration. One is 
grateful that they disavow sectionalism, its 
attendant isolationalism and autarchy, and 
emphasize that regional balance and self- 
sufficienfy are elements of national unity. 

In their introduction, the authors’ are 
careful to point out that regionalism is 
“not a panacea, a ‘plan,’ or a ‘cause’ ” It 
is indeed one of the difficulties of this sub- 
ject that it tends to become a mystic 
gospel; and these authors have not entirely 
escaped. (‘Phere will be found in the de- 
tailed quotations an interpretation inherent 
in them which cannot be paraphrased.” 
P. 185.) As they survey the problems 
confronting the Nation (Chap. XXV), 
there seems to be precious few to which 
it does not appear that regionalism will 
lead the way to an answer. 

It is hardly fair to accuse anyone who 
has attempted so broad a sweep, of un- 
evenness: these authors would be the first 
to admit it. Their breadth of scope is 
often exciting: they may be pardoned if 
they have not always discriminated finely 
in assembling data in fields in which they 
do not profess expertise. Sometimes, too, 
the data are so overwhelming that they 
pour out in catalogues of names and places. 

The book is a tremendously valuable re- 
view and synopsis; at once a compendious 
restatement and a stimulating challenge to 
the redirection of thinking (and study) and 
social action. 

CHARLES S, ASCHER 

New York, N. Y. 


DAUGHERTY, CARROLL R., et al. The Eco- 
nomics of the Iron and Steel Industry. 
Vol. I, pp. xxxiii, 578; Vol. II, pp. xx, 
579-1188. New York: McGraw-Hill 
Book Co., 1937. $12.00. 


It has taken the reviewer just a year to 


„read these two volumes, but their authors 
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may be consoled by the statement that the 
work fully justifies the time spent. 

The 1188 pages contain a rigorous analy- 
sis of the iron and steel industry, with em- 
phasis on the Code that it received under 
the National Industrial Recovery Act. By 
an unforeseen turn of circumstances, the 
delay in publishing the review really proves 
fortunate; for the march of events since 
Director Ralph J. Watkins wrote a preface 
to the work (January 1937) dispels his 
statement that the Schechter decision, in- 
validating the N.R.A., “took from the 
study . . . immediate practical significance” 
(p. vi). Dr. Watkins had no way*of know- 
ing that the study would again become of 
immediate importance with the passage 
(June 1938) of the O’Mahoney Resolution 
under which the Congress created a Tem- 
porary National Economic Committee to 
investigate questions of “the concentration 
of economic power” and “the effect of the 
. . « price policies of industry upon . 
trade . . . employment. [and] . . . prof- 
its... .” 

An adequate review would take pages. 
Rather than attempt it, we shall indicate 
the study’s scope, touch on one or two 
selected topics, and then point to such 
findings as are of interest in connection 
with the Government’s current monopoly 
investigation. 

1. Scope and method. The work treats 
three major topics: labor; production or- 
ganization, costs, and profits; and price 
problems. The sources used are compre- 

„hensive: documents, questionnaires, inter- 
views, unpublished data compiled by the 
Federal Trade Commission (p. 69) and 
other bodies, and so forth. In the main, 
the authors show a discriminating ability 
to interpret and to discount the assertions 
of ex parte providers of information, 
whether government agencies, manufactur- 
ers, or labor spokesmen. 

2. Selected aspects of treatment. The 
treatment of labor problems is excellent. 
When Dr. Daugherty’s findings were first 
released, industrial leaders thought them to 
be somewhat more than liberal. Now they 
are seen to have been conservatively pro- 
phetic. Of the American Federation of 
Labor and the-steel industry, Daugherty 
wrote: “It is difficult to believe that the 
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majority of the Federation’s officials . . . 
would be willing . . . to inaugurate ... an 
organizing drive of the size, duration, and 
aggressiveness which the circumstances 
would require. . . . The promotion of out- 
side unionism may come from the group 
of more militant industrial unionists, 
headed by the president of the United‘ 
Mine Workers, who have set up an organiz- 
ing council within the American Federation 
of Labor .. .” (p. 1067). Written long 
before the advent of the C.I.O., these 
statements evidence the well-known perspi- 
cacity of Dr. Daugherty as a labor analyst. 
To be sure, one gathers that his sympathies 
are with the workers rather than with the 
vice-presidents in charge of steel produc- 
tion, but this does not seem to interfere 
with his ability to observe and to forecast 
objectively. Even a steel official, if con- 
versant with the detailed. labor chronology 
of 1933-35, would have clearly to grant 
that Chapters XV-XXI constitute a his- 
tory of American labor that, in wealth and 
accuracy of information, will stand as a 
valuable source for decades hence. To it 
the historian of the Weir, Carnegie-Du- 
quesne, and other cases, and of “Section 
7a” will inevitably turn, as students today 
examine such volumes as the History of 
Labor in the United States by Commons 
and his associates. 

3, Profits and concentration of economic 
power. The work abounds with materials 
helpful to the student of concentration. 
Nearly all of Part II, “Production and 
Pricing Problems under the Code,” is perti- 
nent. Statistical data are provided in 
abundance. A valuable by-product of 
their use is an appraisal of the extent to 
which they are inadequate for certain pur- 
poses. i . * 
Using the financial materials available, 
Dr. Stratton surveys the operations of the 
steel industry in terms of the return on 
capital. For 1924-34 he computes the 
return on capital for from 16 to 19 inte- 
grated steel companies, representing be- 
tween 84 and 90 per cent of the industry’s 
capacity. Consistently, these large steel 
companies earn profits at lower rates than 
manufacturing corporations in general. 
For the six prosperous years 1924-29 they 
averaged 6.37 per cent on capitalization 
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(net worth). For 1931-34 an aggregate 
loss of 1.82 per cent on net worth was suf- 
` fered by the steel companies, whereas in 
only one of those four years did the cor- 
porations in “all manufacturing” show a 
loss. i 

Of even greater interest in connection 
with the monopoly question are the rela- 
tive earnings of large and small firms 
within the steel industry itself. Here the 
analysis is for only one year, but includes 
154 companies. 

Classified according to size of capital in 
1933, these 154 enterprises exhibit wide 
variations in earning power. On total 
capital, the rate of profit (before interest 
charges, with capital here including funded 
debt) for companies with capitals of less 
than $10,000,000 each was 1.71 per cent. 
For the companies with capitals of more 
than $10,000,000 each, it was a negative 
figure (p. 426). Subdivided further by 
size groups, the same relationship appears: 
in general, the larger the concern, the lower 
the earnings rate. Certain qualifications 
may attach to these data, but on the whole 
the tendency is unmistakable and is con- 
sistent with the findings of investigators for 
other industries. Six steel companies, with 
assets of over $100,000,000 each, possess 
75 per cent of the capital of the industry 
(p. 425); yet any control of economic 
power that such size gives them, either sep- 
arately or in the aggregate, did not suffice 
to permit their avoiding an aggregate 
deficit in the same year that 48 “little fel- 
lows” (with capitals of under $1,000,000) 
earned a profit of 3.33 per cent. 

In the price chapters, Dr. deChazeau 
grapples with a difficult and complicated 
sets of problems. His analysis of the 
much discussed basing-point system is not 
one that would be agreed with by all stu- 
dents of the question. Yet, with much 
to be said on both sides of the ques- 
tion, it must be granted that Dr. de 
Chazeau’s analysis possesses the merit of 
a certain’ realism. Realism alone will not 
provide a satisfactory analysis of the price- 
determining forces in an industry such as 
this; but neither will an “, . . analysis of 
the evolution of the . . . system. . 
couched entirely in terms of conspiracy 
and collusion” (p. 547). 
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Here, then, are two volumes that the 
O’Mahoney Committee can use to advan- 
tage. If it analyzes them carefully—what- 
ever its conclusions concerning a desirable 
public policy may prove to be—there is 
little chance that it will recommend any 
vigorous “trust-busting” effort on the part 
of the Government to enforce, without re- 
vision, a statute enacted upon the basis of 
industrial conditions that prevailed five 
decades ago. 

RALPH C. EPSTEIN 

University of Buffalo 


Lewis, ČLEONA. America’s Stake in In- 
ternational Investments. Pp. xvi, 710. 
Washington: Brookings Institution, 1938. 
$4.00. 

This book is the most definitive study 
of the transformation of the United States 
from a debtor to a creditor nation. The 
author shows ¢he complex character of our 
investment transactions and international 
trade by which American capital is trans- 
ported abroad and foreign capital comes to 
the United States. These international 
financial relationships are revealed in their 
proper proportions when the author pre- 
pares balance sheets for the United States 
at eight different dates from 1869 to 1936. 

The book is not a study of the theories 
of international trade and capital move- 
ments, but a sound factual and statistical 
account of foreign investments made in the 
United States and of United States invest- 
ments abroad. The reader is expected to 
prepare his own prescriptions as to the fu-. 
ture place of the United States in inter- 
national finance. The author does point 
out that the lot of the creditor nation with 
wholesale defaults and moratoria is no hap- 
pier than that of the debtor nation. Since 
she cannot predict future international 
trade, service transactions, and gold move- 
ments, the author is hesitant about pre- 
dicting what the future has in store for the 
United States economically. From a gross 
total of 17 billion dollars in 1929, Ameri- 
can investments abroad were reduced to 
13 billions by 1937. The author does not 
expect the United States to revert to a 
debtor nation, but she does think that in- 
ternational trade and investments could be 
revived by making new loans to our debt- 
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ors. However, she recognizes the absence 
of faith of the American speculator-investor 
class in the fiscal and political situation 
in European business and governments. 
‘Therefore she admits the futility of her 
idea at the moment. 

The book has excellent appendices show- 
ing the diversified investments in the 
United States and America’s investments 
abroad. 

J. H. LANDMAN 

College of the City of New York 


Younc, JoHN PARKE. International Trade 
and Finance. Pp. xviii, 526. New 
York: Ronald Press, 1938. $4.00. 


The fundamental assumption of this new 
textbook is a sound one. This is that the 
average student who enrolls for a course in 
international trade will bring with him 
from a previous general course in econom- 
ics little more than a few Hazy and often 
inaccurate notions. To meet this situation, 
the author has provided a painstakingly 
comprehensive treatment of the theory and 
practice of modern international commer- 
cial and financial relations. At the same 
time, and unlike many of the other texts 
on the subject, the exposition is almost in- 
variably simple, clear, and amply illus- 
trated. 

The interpretation and the conclusions 
drawn from the descriptive matter are sure 
to meet with the approval of most pros- 
pective teacher-users. Professor Young is 
an ardent believer in the value of increased 
iinternational intercourse as a means of 
developing political co-operation, and he 
pays scant attention to the arguments of 
those who have become convinced that 
economic nationalism is a necessary and 
desirable feature of modern state policy. 
As he sees it, a host of unscientific theories 
and policies have combined to prevent the 
world from deriving the benefit which it 
could properly have had from a further 
extension of the international division of 
labor. To this reviewer, at least, it seems 
unfortunate that Professor Young did not 
press his analysis a bit further, especially 
in terms of the current situation. As it 
stands, the argument is little more than a 
forceful reiteration of the standard argu- 
ments of the classical free-traders. 
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It seems unfortunate, too, that the book 
has been so carelessly organized. Above 
all, a textbook, and particularly an intro- 
ductory one, must be organized with the 
greatest care. No one will deny that the 
task of organizing the material contained 
in a text of this kind is a formidable one, 
but, nonetheless, it does seem as if it 
should have been possible to work out a 
less disjointed chapter sequence. The ex- 
isting arrangement is haphazard, to say the 
least. This seems to be the major defect 
in a book which in all other ways is deserv- 
ing of high praise. 

Grayson Kirk 

Columbia University 


Rinceway, Georce L. Merchants of 
Peace. Pp. xiii, 419. New York: Co- 
lumbia University Press, 1938. $3.75. 
The author pleads the case of organized 

world business, as represented in the Inter- 
national Chamber of Commerce, to resolve 
the postwar problems of reparations, war 
debts, tariffs, currency instability, arma- 
ments, raw materials, and investments— 
obstacles blocking the channels of freer 
international trade and likewise standing 
in the path of world reconstruction. 

The voting membership of the Inter- 
national Chamber of Commerce, styled the 
Merchants of Peace in the title of this 
study, is made up of various. national and 
local financial, industrial, and commercial 
organizations from the leading nations of 
the world. Associate members of indi- 
viduals, business firms, and corporations, 
though nonvoting, are assured a voice in 
the affairs of the Chamber through unoffi- 
cial representation. The author outlines 
the administrative machinery of the Cham- 
ber, but fails to discuss the manner in 
which this international pressure group is 
financed. 

A major portion of the book is devoted 
to the League of Nations, with whose en- 
deavors the International Chamber collab- 
orated. Mr. Ridgeway also narrates the 
role of the I.C.C. in winning the political 
sanction for the appointment of the Dawes 
and McKenna committees of business 
statesmen, resulting in the Dawes Plan. 

Among the definite and continuing con- 
tributions in international commerce ini- 
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tiated by the I.C.C. for promoting tech- 
nical co-operation, the author lists: (1) 
patents’ and trademarks’ protection; (2) 
curbing the power of the national states 


to tax various forms of international com-' 


merce; (3) improved facilities of com- 
munications, transit of ships on sea and 
inland waterways, air transport, and road 
traffic; (4) ratification of its uniform bill 
of lading; and (5) the establishment of the 
world business court of arbitration. 

The outstanding sections of the book 
deal with the First World Economic Con- 
ference in 1927, the‘ year of commercial 
treaties; and the London Economic Con- 
ference of 1933 marking the “breakdown” 
of internationalism. Following immedi- 
ately upon the latter event, according to 
the author, “the day of military economics 
had arrived.” 

The full story, however, of the Inter- 
national Chamber cannot be written in 
terms of achievement alone. Many of its 
undertakings evaporated in a cloud of rec- 
ommendations which were rejected and dis- 
credited. Quite frequently, the I-C.C. 
adopted principles without effective im- 
plementation. Its greatest difficulty, and 
one that could not be surmounted, was the 
surmounted, was the single “destructive” 
‘force of the sovereign state asserting its 
national claims. 

. Business men and students of govern- 
ment unfamiliar with the philosophy of 
tariff reforms and other phases of economic 
disarmament can profit from a serious 
though involved reading of Merchants of 
Peace—thereby viewing the troubled eco- 
nomic scene on which Europe and the 
world have moved during the past two 
decades. 

BELLE ZELLER 

Brooklyn College 


Tax Poticy Leacue, Inc. Tax Relations 
Among Governmental Units, 1938. Pp. 
vi, 226. New York, 1938. $2.75. 

This valuable book is a symposium by 
sixteen authorities in the tax field who dis- 
cuss Federal-state tax relationships; inter- 
state tax relationships; Federal and state 
aid; and state control of local finance. A 
foreword by Senator Mastick mentions the 
well-known confusion existing in the finan- 
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cial relations between the Federal Govern- 
ment, the forty-eight state governments, 
and the 175,000 local tax-levying units. 
The point of view of the various units is 
presented and an outline given concerning 
the various attempts which have so far 
been made looking toward a solution of 
the problem. It is agreed not only that 
governmental functions should be redis- 
tributed among the different levels of the 
government, but that, especially at the low- 
est level, reorganization and consolidation 
of units is necessary before a sensible tax 
plan can be developed. 

Jame$ W. Martin says: “One of the 
costs of a federal system of government 
such as we enjoy in the United States is 
some measure of conflict in the tax sys- 
tem. The advantages doubtless justify the 
expense.” He reviews the outstanding con- 
flicts in the Federal-state situation and 
suggests that “the approach to a solution 
of the major difficulties seems to lie in con- 
tinuous efforts directed toward relatively 
small matters, and not in an overall attack 
on the comprehensive solution. Those who 
have favored separation of sources of state 
and Federal revenue, Federal administra- 
tion with some distribution of revenue to 
the states, further use of the crediting de- 
vice, and supplementary state levies inci- 
dent to Federal taxes, have never suggested 
in concrete, workable form how any one 
of these solutions could be brought about 
in practice, and in all probability no fea- 
sible suggestion can be offered. The major , 
line of attack . . . must be trained on the 
specific, definite problems which can be 
dealt with, at least in part, by legislative 
and administrative action, and which will 
not arouse too vigorous opposition.” 

Robert E. Hatton contributes a chapter 
on reciprocal immunity of Federal and 
state instrumentalities. Albert Lepawsky 
cites various examples of effective inter- 
state administrative co-operation in the tax 
field, especially in gasoline tax and tobacco 
tax administration. Henry F. Long dis- 
cusses interstate reciprocity in connection 
with corporate and personal income taxa- 
tion. Roy Blough concludes: “The shared 
tax is superior to the subvention when 


revenues are to be returned to the locality 


of recognized origin when avoidance of 
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central control is desired, and possibly 
when benefit taxes are distributed. For all 
other state aids the subvention appears to 
be superior. . The undesirability of 
‘ shared taxes grows progressively with the 
proportion of local revenue derived from 
them.” Ecker-R, analyzing various bases 
of sharing taxes, finds that our sharing de- 
vices are not well planned and that a suit- 
able theory is conspicuous by its absence. 

The section on state control of local 
finance and reorganization of local units is 
valuable. In the latter connection Row- 
land Egger says: “Governmental reorgan- 
ization in Virginia has created About as 
many problems in the field of governmental 
relations as it has solved. This is due in 
part to the fact that reorganization has, in 
many particulars, not been carried through 
to an even reasonably complete stage. It 
has been due in part to the fact that what- 
ever reorganization has beers effected has 
been piecemeal, and has not proceeded 
from an over-all view of the realities of 
public finance, governmental functions, or 
social objectives. . . . The abortive sepa- 
ratism which makes for a cleavage between 
state and local governments must be over- 
come. ... The capacity to co-operate in- 
telligently and effectively is as much a test 
of survival-value in. government as else- 
where.” 

The volume closes with a chapter by 
Philip H. Cornick, entitled “State Planning 
and Future Local Revenues.” He says: 
“Tf the time comes that the ‘state planner, 
with the aid of a few carefully selected and 
well buttressed facts, can carry conviction 
to people and legislature alike on . . . the 
interrelated problems of land use and gov- 
ernmental powers, he will have gone far 
toward solving the problem of future local 
revenues. I happen to be one of those who 
believe that there is no area of land in the 
world which, if used for the highest and 
best use to which it is at the time adapted, 
will not automatically produce the revenues 
necessary. to support those governmental 
expenditures which are needed under the 
circumstances. . . . When we permit the 
reduction of local expenditures to the level 
which the needs growing out of the site 
justify, local revenues will take care of 
themselves. At the same time, much of 
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the need for state aid for local services will 
disappear, because such state aid today 
serves a useful purpose chiefly in areas al- 
ready blighted by the subsidized activities 
of land agents. ... The few state planning 
agencies which have a chance to survive at 
all will increase their chances by becoming 
self-effacingly useful rather than merely 
conspicuous.’ 

A bibliography of several pages is in- 
cluded. 

The men who discuss the various angles 
included in the volume know what they 
are talking about. The book constitutes a 
valuable summary of the present develop- 
ment of our thought on this most impor- 
tant subject. The problem is now familiar. 
Certain lines of attack seem clear. Per- 
haps in another generation we can accom- 
plish something of a solution, which must, 
however, be subject to constant revision 
as relationships change. 

H. R. ENstow 

Albany, N. Y. 


BITTERMANN, HENRY J. State and Federal - 
Grants-In-Aid. Pp. x, 550. Chicago: 
Mentzer, Bush & Co., 1938. $4.00. 


Grants by the Federal Government and 
by the states to inferior units of govern- 
ment has assumed great importance in the 
fiscal system of this country during recent 
years, and promise to become even more 
important in the future. Whereas before 
1933 such grants were limited, in the main, 
to the financing of highways and schools, 
today they embrace also such objects as 
the financing of relief, social security, hous- 
ing, and, as far as the Federal Government 
is concerned, public works. The amounts 
disbursed annually by the Federal Govern- 
ment in such grants have increased tenfold 
in the course of some eight years. Those 
disbursed by the states have increased 50 
per cent. The combined Federal and state 
disbursements for such grants amount now 
to between 14% and 2 billion dollars an- 


nually, or to between 30 and 35 per cent .. 


of the total annual expenditures of our 
local governments. The administration of 
these grants has given rise to a great many | 
complicated problems and controversial is- 
sues. It is not surprising, therefore, to find 
that the “grant-in-aid” (as this device is 
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called in England and is beginning to be 
called here) has suddenly become a subject 
of several scholarly inquiries. One of the 
most comprehensive of these appears to be 
Professor Bittermann’s book which is just 
off the press. 

The grant-in-aid is shown to be “one of 
several devices used to adjust disturbed or 
. illogical relations between the finances of 
superior and inferior units of government.” 
The revenue system tends toward central- 
ization more rapidly than does the admin- 
istrative or spending organization, with the 
result that the two grow apart. Inferior 
units of government find increasing diffi- 
culty in raising the revenue required to 
finance their expanding services. Superior 
units, on the other hand, can readily raise 
more revenue than is required by them. 
Grants-in-aid are introduced under these 
conditions as a means to harmonize these 
divergent trends. They make possible the 
continuance of a decentralized administra- 
tive or spending organization along with 
an advantageous centralization of the reve- 
nue system. Only a mild form of control 
by the superior unit over the inferior ones 
is contemplated under this device. This 
control consists of the enforcement on the 
inferior units of certain minimum stand- 
ards of service as a qualification for the 
grant. ` 

Two other prominent means for “re- 
establishing an equilibrium” between cen- 
tral and local finances are reviewed in de- 
tail: the unconditional sharing by the supe- 
rior unit of some of its revenues with the 
inferior units, and the transferring of func- 
tions of government from the inferior units 
to the superior one. The former is found 
to be inelastic, and the latter to be some- 
what too drastic under many circum- 
stances. The grant-in-aid is held to be 
preferable because it contemplates only 
gradual changes in the existing administra- 
tive organization. 

Distinction is made between grants-in- 
aid the object of which is almost exclu- 
sively fiscal in character and grants-in-aid 
- whose object is to a large extent admin- 
istrative In nature. State grants for 
schools and highways are placed in the 
former category. Such conditions as are 
imposed in their case are found to be 
. e 
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- Strife.” 


257 


largely nominal in character. The author 
maintains that the states have neglected 
the opportunities which the grant-in-aid 
presents to secure improvements in local 
administration. Federal grants-in-aid, on 
the other hand, are shown to serve admin- 
istrative purposes to a very large degree. 
They have been “used to enforce certain 
policies, have secured improvements in per- 
sonnel, and probably also influenced finan- 
cial procedure and record keeping in de- 
sirable ways.” The author firmly believes 
that the grant-in-aid “is the most prac- 
ticable way of re-establishing an equilib- 
rium between central and local finances, 
and may be used as an important device 
for gradual improvement of state and local 
government and administration.” 

The treatment is quite encyclopedic in 
character: the nature and the operation of 
each type of grant-in-aid are described in 
detail, and the statements are well docu- 
mented. Yet, there ate some inexplicable 
omissions in the theoretical discussions. 
The explanation of the genesis of the grant- 
in-aid is incomplete. Too much emphasis 
is placed on the greater ability of the supe- 
rior unit of government to raise revenue. 
The fact that the unequal distribution of 
taxable resources as between different 
states and local areas and a desire to equal- 
ize given governmental services on a state- 
wide and even nation-wide scale had much 
to do with the introduction of the grant-in- 
aid, is scarcely mentioned. The book is 
written clearly and constitutes a valuable 
addition to the literature on a new and 
important subject. 

PAUL STUDENSKI 

New York University 


BALDWIN, Rocer N., AND CLARENCE B. 
RANDALL. Civil Liberties and Industrial 
Conflict. Pp. 137, Cambridge, Mass.: 
Harvard University Press, 1938. $1.50. 
This book reproduces four lectures de- 

livered at Harvard under the Godkin Foun- 

dation. Roger Baldwin, director of the 

American Civil Liberties Union} discusses 

“Organized Labor and Political Democ- 

racy” and “Public Opinion and Industrial 

Clarence Randall of the Inland 

Steel Company takes as his subjects “Man- 

agement and Mass Activities” and “The 
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Plight of the Individual Worker.” The 
authors attempt neither debate nor rebut- 
tal. Each merely presents his personal 
views on the general subject of civil lib- 
erties as related to industrial conflict. 

The titles the authors chose pretty well 
indicate their points of view. Baldwin is 
concerned with the denial of labor’s right 
to organize, by employers, and with man- 
agement methods of restricting and de- 
stroying labor organizations. He rehearses 
the opposition of employers to the Wagner 
Act, but concludes hopefully that with the 
tendencies resulting from this and similar 
legislation “the United States may well be 
headed for a vast strengthening of the 
democratic principle by the curtailment of 
industrial autocracy.” With respect to 
public opinion on industrial conflict, he is 
less hopeful. “The middle-class attitude 
. .. has instinctively inclined to the claims 
of the employer,” Baldwin says, and 
middle-class “interests dominate the pub- 
lic.’ Baldwin warns of the intolerance of 
middle-class opinion, cites examples of its 
fascistic tendencies, and fears “another 
World War brought on by the aggressive 
expansion of a fascism created to suppress 
the rise of labor to political power.” 

Randall, on the other hand, is primarily 
concerned with the danger to the individual 
that lies in mass action by laboring groups. 
Assuming a case in which management 
finds it necessary to refuse demands made 
by employees, he describes a resulting 
strike, sit-downs, mob action, destruction 
of property, and the efforts of the manage- 
ment to protect itself and its loyal em- 
ployees. He stresses the plight of the 
happy employee who has a good job and 
‘ likes it, in the face of the mass movements 
of labor against employers. He, too, is 
-© concerned about the dictatorial tendencies 
in Europe and fears for duplication in this 
country if we permit oppression to go un- 
challenged when it comes from working 
people. He hopes that America may be 
spared the European agony. 

There is little in these lectures that adds 
to our knowledge or understanding of the 
problem of civil liberties in relation to in- 
dustrial conflict. The first lecture has a 
good description of the growth of indus- 
trialism and the changes in ideas of liberty 
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in -this setting, but otherwise the book -is 
only a restatement of the prejudices of the 
conflicting parties which are expressed daily 
in newspaper headlines. 
WILLIAM M. LEISERSON 
National Mediation Board 


P E P (POLITICAL AND Economic PLAN- 
NING). Report on the British Press. 
Pp. 333. .London, 1938. 16s. 6d. 

The work of a nonpartisan group of 
British industrialists, economists, and oth- 
ers, this suggestive and much-needed analy- 
sis of the British press as an industry, a 
processor of news, and a social organ, 
comes as a stimulant of thoughts about the 
press of our own democracy, and is essen- 
tial for anyone endeavoring to discuss Brit- 
ish life and institutions. The press stands 
twelfth among the nation’s industries, sur- 
passing shipbuilding, iron, and steel. It is 
easy to overemphasize the centralization of 
the press in London; for one thing, Scot- 
land and Ireland maintain a vigorous local 
press. Five disturbing tendencies are 
found: a large number of independent pa- 
pers are being supplanted by a small num- 
ber. of mass-circulation journals; the num- 
ber of separate newspaper proprietors of 
importance is decreasing; there is little 
likelihood of competition from new ent- 
rants; the rise of national advertising ex- 
pands the feature and entertainment side 
in relation to news and comment; and 
finally, as a business concern, the giant 
newspaper pursues maximum revenue 
through non-journalistic types of competi- 
tion such as free reader insurance. 

The report urges the need for a Press 
Institute and a Press Tribunal, the latter 
being designed to deal with alleged griev- 
ances against the press. The institute 
would, by a scientific study of the press, 
fH a gap in British education. Most of 
the proposed reforms are negative. It is 
suggested, however, that a newspaper 
might be codperatively owned by its read- 
ers or staff, and that there should be a 
restriction of non-journalistic forms of 
competition. For example, raising the 
Daily Herald’s circulation from 400,000 to 
1,750,000 cost £1,325,000, or £1 per head. 
Further, the government is not satisfac- 
torily equipped for public relations. The 
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reviewer is pleased to see that this British 
group has recognized that American news 
is worth more space and staff. Comparing 
the decades before and after the World 
War in this American service, I can dis- 
cover little improvement. Apparently, 
only two national papers have full-time 
correspondents in more than one place in 
the States. Throughout, from a discussion 
of the personnel of the press to reader in- 
terest, the volume is carefully done. 
RicwarD H. HEINDEL 
University of Pennsylvania 


Brack, Joun D., anp Bruce D. MUDGETT. 
Research in Agricultural Index Numbers 
—Scope and Method. Pp. viii, 152. 
New York: Social Science Research 
Council, 1938. 75¢. 

This bulletin concludes the series of 
twenty-one publications dealing with re- 
search in agricultural economics and rural 
sociology which back in 1925 the Social 
Science Research Council decided to issue. 
All of them appeared in print between 
1930 and 1933 under the editorship of 
Professor J. D. Black, except for No. 10 
which came out in 1938. The twenty pre- 
vious numbers were more or less the same 
in setup, some more richly endowed, others 
more thinly, with a few pearls hidden here 
and there. They represented a conspicuous 
efort at co-operation and consultation in 
agricultural research, A large number of 
experienced researchers contributed sug- 
gestions for research projects, their scope 
and methods, to furnish a sort of guide- 
book for less experienced teachers and 
students in agricultural colleges and ex- 
periment stations, telling how to do re- 
search work and on what. Since the con- 
tributions were many, the hundréds of 
projects did not lack variety and they of- 
fered many choices among methods of at- 
tack. Thereby they have been stimulating. 
And yet the majority of them were some- 
how uniform in their emphasis on statisti- 
cal measurement of social and economic 
phenomena. Too many projects with en- 
cyclopedic ambitions published within too 
short a time suggest that less in scope 
would have been more if intensively 
treated. 

Predominantly, however, problems in so- 
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cial science are of an intrinsically con- 
temporary character, offered by and bound 
to the specific ailments and endeavors of a 
particular historical period. Consequently, 
of necessity, productive research must con- 
tinually shift the emphasis of its work and 
change the scope of its array of questions. 
Moreover, with these changes the methods 
of attacking different problems must also 
be modified. Today, only five years after 
their publication was completed, twenty 
issues of the series impress the critical 
reader as a useful historical document 
showing what a dominant group of Ameri- 
can scholars considered in that particular 
situation to be the most urgent topics for 
agricultural research and the best methods 
to apply, while the stimulating spice which 
the series was supposed to provide seems 
to have been too volatile to last. 

Probably not the original plan, but the 
series as it fow stands, was founded on 
an underlying belief which appears highly 
questionable. It was implied that “re- 
search”—in the profound and serious 
meaning of the word—could be propagated 
and raised wholesale by telling other peo- 
ple what to do and how to do it. Looking 
at research from a somewhat more skepti- 
cal angle, and interpreting it in its more 
subtle sense as the most advanced type of 
scholarly work, one finds such optimism 
hardly to be justified. Statistical surveys 
and collection and compilation of data can 
be multiplied and be mechanically worked 
up a millionfold; but productive research 
that counts will always remain an achieve- 
ment reserved to well-trained brains with 
an illuminating intuition and an “infinite 
capacity for taking pains.” This country 
is suffering from a flood of mass-produced, 
pseudo research that, at tremendous cost 
and effort, discovers the obvious. There 
seems to be more need for disseminating 
“creative doubt” rather than too much 
self-confidence and complacency. 

With these corrosive thoughts about the 
rest of the series, the reviewer takes the 
greatest pleasure in saying that the delayed 
No. 10, of which the editor of the series is 
a co-author, makes good for all the others. 
As the result of eight years of pondering 
and cautious weighing, it stands on a most 
advanced and scholarly level. Index num- 
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bers have become an important item in 
agricultural policy and administration; this 
highly technical subject has been lifted into 
a place of general importance in the agri- 
cultural branch of the social sciences. 

The pamphlet contains a thorough and 
critical analysis of general methodological 
problems: how to measure, adequately, 
comparisons for different times and dif- 
ferent areas; how to base the measure- 
ments; and how to weight them. The bul- 
letin contains nothing less than a well- 
selected and organized academic dispute 
between leading experts in the field of in- 
dex numbers, like Arthur, Fisher, Keynes, 
King,, Leontief, Mills, Mitchell, Mudgett, 
Persons, and Stine. By this arrangement 
of a synthetic seminar, the majority of the 
intricate problems in making indexes and 
dealing with them are brought to the open. 
Beyond this excellent contribution to meth- 
odology, the pamphlet contdins a critical 
survey of all the existing index numbers, 
which will be a most useful tool. 

KARL BRANDT 
Stanford University 


Marcer, ArtHur W.: The Theory of 
Prices. Vol. I. Pp. xxv, 624. New 
York: Prentice-Hall, Inc., 1938. $6.00. 


This “re-examination of the General 
Problems of Monetary Theory” consists 
principally of a defense of the traditional 
body of monetary theory, especially in the 
shape of “Quantity Theory,” against the 
attacks and misrepresentations of J. M. 
Keynes’s Treatise on Money, published in 
1930. Certainly no economist is more fit 
for this task than Professor Marget, the 
outstanding authority in the history of 
monetary doctrines, whose wide reading is 
surpassed only by his detailed accuracy in 
interpreting the authors he is quoting. 
However, the exclusive concentration on 
Keynes’s Treatise has seriously limited the 
scope of the “Re-examination”; for usually 
Professor Marget, satisfied with having 
corrected Keynes’s misrepresentations and 
having demonstrated certain analytical 
weaknesses, discontinues at this point the 
discussion of the paramount problems, even 
if the traditional monetary doctrine has not 
yet succeeded in removing all obscurities 
and difficulties. Again and again the 
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reader is referred to future writings of the 
author, either to the second volume of the 
Theory of Prices or to special monographs 
on the “natural rate of interest” and “ve- 
locity of circulation,” which were an- 
nounced seven years ago. Only in two 
questions, where tradition does not show 
sufficient unanimity to be drawn upon, does 
Professor Marget give a rather complete 
and enlightening analysis. These are: (1) 
concerning the controversy, Income-Veloc- 
ity versus Transaction-Velocity, where the 
artificiality of the former concept is made 
clear; and (2) concerning the true nature 
of the Cambridge ‘“Cash-Balance ap- 
proach,” as distinguished from Newcomb- 
Fishers ‘“Cash-Transaction approach,” 
symbolized in the famous basic equation 
of monetary theory. 

Thus the reader is left in darkness about 
Professor Marget’s definite opinion regard- 
ing important controversies of which four 
topics may be mentioned in brief: 

1. When he repeatedly defines the nat- 
ural rate of interest as “the anticipated 
profit to be obtained by the use of a bank 
loan,” which may or may not equal the in- 
terest rate charged, he does not make clear 
whether he considers this profit as a value 
of a certain magnitude or as a schedule of 
values. Footnote 50 (p. 252) points in the 
latter direction; but if so, how could the 
natural rate be supposed to represent a 
suitable criterion for monetary expansion 
or contraction, since, plainly, natural rate . 
and market rate would alweys coincide for 
the marginal investors but never for the 
intramarginal ones? 

2. In discussing the influence of the in- 
terest rate on capital goods prices via capi- 
talization, Marget is satisfied with stressing 
the cost aspect of the interest rate versus 
the capitalization aspect, but does not dis- 
cuss the fundamental but untenable propo- 
sition which underlies Keynes’s capitaliza- 
tion doctrine (in the Treatise), namely, 
that the “real yield” of any investment is 
independent of the long-run variations of 
the interest rate. 

3. In defending his formula for the ve- 
locity of circulation of goods: 


Physical volume of goods sold 


Physical volume of goods intended for sale 
e 
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where the numerator represents a flow per 
unit of time, Marget does not make clear 
whether the denominator denotes a stock 
of goods existing at a time point (on the 
average, for the period in question) or a 
hybrid, namely, the stock plus the magni- 
tude in the numerator. Only the first al- 
ternative would be logically satisfactory 
and would preserve for the ratio itself the 
dimension of time, which is indispensable 
for any velocity concept; unfortunately, 
however, since the goods invested in fixed 
or working capital are not intended for 
sale, the stock concerned would be in- 
finitely small in the simplest model of an 
economic system where speculation is ab- 
sent and production is continuous. 

4. To solve the problem of the “Plu- 
rality of Price-Levels” Marget suggests the 
breaking up of the quantity of money (M. 
in Fisher’s basic equation) into separate 
terms (say, M,, M,,...) denoting the cash 
balances held against the various types of 
outlay; however, while M under certain 
conditions could be considered as given, 
M, etc. would not be given under any cir- 
cumstances, so that the number of un- 
knowns is considerably enhanced without a 
corresponding increase in the number of 
equations. Undoubtedly Marget is aware 
of this difficulty and has found a way out 
of it. But what convincing power can a 
proposition carry if only the first half of 
the argument is presented? 

. For all these reasons the first volume of 
The Theory of Prices does not quell the 
great impatience with which the reviewer 
has for many years looked forward to the 
theoretical bocks Marget had promised, 
despite the fact that the present publica- 
tion displays all the admirable qualities of 
Marget’s former studies. Moreover, the 
reviewer is not quite able to suppress the 
feeling “Let the dead bury their dead”! 
For has not Mr. Keynes himself, in his 
more recent General Theory, at least im- 
plicitly, discarded the very parts of the 
Treatise against which Marget predomi- 
nantly levels his guns, namely, the new set 
of equations and the theory of the modus 
operandi of the bank rate? Trus, the his- 
torian of monetary doctrines would have to 
take account of them, nevertheless, but it 
is not the role of an interpreting historian 
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which Marget has assumed, but of a de- 
fender of traditional doctrine. From the 
historian’s point of view, one feature of 
Keynes’s price-level theory in the Treatise 
will easily look the most important one, 
namely, his treatment of the price level of 
investment goods, for which no equation 
was established in contrast to the price 
levels of consumers’ goods and of all goods, 
but which was related (no doubt in an 
inadequate way) to the current investment 
activity. Despite Marget’s convincing re- 
marks about the allegedly “static” nature 
of the classical Fisher equation, it remains 
true that in conducting the much more im- 
portant analysis of the forces behind the 
equation, traditional doctrine has limited 
itself to the fundamental statical_ relations, 
or at least, as in the case of Wicksell’s nat- 
ural rate mechanism, has presented an ap- 
paratus admittedly inadequate under dy- 
namic conditions, with the consequence 
that we did not possess a satisfactory the- 
ory of the volume of credit money and of 
the relative share of “hoards” or “cash re- 
serves” (see pp. 463 f., especially footnote 
10). There is no hint in Marget’s book 
that he recognizes the Treatise as the start- 
ing point of a new phase in monetary the- 
ory, in which it is no longer strictly sepa- 
rated from the strands of thinking in 
“dynamic theory.” 
Hans NEISSER 
University of Pennsylvania 


Munro, Hucum. Principles of Monetary- 
Industrial Stability. Pp. xiii, 130. Glas- 
gow: Blackie & Son, 1938. '5/-. 

“If money-using Man is to prosper he 
must conform, willy-nilly, to the physical 
laws which govern the interactions of 
money and goods, just as he conforms to 
the laws of thermodynamics and electric- 
ity” (p. iv). This book, written by an 
engineer, is designed to clarify the laws of 
money and goods and specifically to pre- 
sent a solution for the problem of the price 
level; and thereby to facilitate solution of 
the problems of unemployment, labor un- 
rest, class hatred, and high taxation. The 
treatment includes a variety of diagrams 
depicting the processes of production, 
money flow, income distribution, and the 
like, with and without such complicating 
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factors as banks, government finance, 
hoarding, and international transactions. 
Great emphasis is laid upon the stabiliza- 
tion of purchasing power. 

The upshot of the discussion is a recom- 
mendation that the state should establish 
administrative councils to implement the 
“Laws of Stable Monetary-Industrial Eco- 
nomics.” An Industrial Council would 
undertake to prevent real overproduction 
and consider the granting of subsidies to 
assist production when and where desirable. 
A Financial Council would issue or retire 
money to preserve a constant prige level, 
maintain a balance in international trade, 
protect the home price level against world 
prices, regulate investment, and prevent 
hoarding. The arguments intended to sup- 
port these suggestions are as magnificently 
untrammeled as the proposals themselves. 

It seems doubtful that the book will ap- 
peal to other engineers (who âre alleged to 
be practical folk); certainly it has nothing 
of interest to offer economists. 

C. R. WHITTLESEY 

Princeton University 


Manes, ALFRED. Insurance: Facts and 
Problems. Pp. xii, 182. New York: 
Harper and Bros., 1938. $2.00. 


It is a difficult and a delicate task to 
summarize or generalize on a collection of 
twelve lectures delivered under various cir- 
cumstances and on a considerable variety 
of insurance subjects. Essentially the 
treatment is broadly philosophic and dis- 
cursive rather than intensive or specific. 
Of the twelve lectures, fewer than half 
discuss specific subjects like flood insurance 
and reinsurance, and these are apparently 
selected for their timeliness and not to 
round out an insurance text. This little 
book, as its title indicates, makes no pre- 
tense of being a text: it is a leisurely series 
of comments by a European specialist on 
various aspects of the international insur- 
ance scene. 

If this book has a theme, it is the theme 
of the first lecture: the world-wide scope 
of insurance. Insurance is not essentially 
an institution or a specific national prod- 
uct; it is an economic and social idea, and 
the similarities of insurance institutions 
and problems and tools in different coun- 
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tries are more important than their differ- 
ences, This generalization has a number 
of important corollaries; for example, 
Americans have much more to learn from 
their European colleagues than in general 
they realize or admit, as in the lessons in 
life extension which American private com- 
panies learned from German social insur- 
ance. The distinctions we make in the 
United States between the proper fields of 
(as distinguished from the method of ad- 
ministering) private and social insurance 
prove on examination to be almost entirely 
fortuitous. 

It follows also that there is such a thing 
as fundamental insurance science, or at 
least the fundamentals of insurance science, 
and that we could improve the quality of 
our insurance teaching in this country if 
we would spend more time on “a uniform 
co-ordination and summary of what is com- 
mon, conformable and identical among the 
various types and methods of insurance.” 
Particularly in view of the way we split 
and specialize the insurance business (I 
am not prepared with Professor Manes to 
call it a profession), there is small wonder 
that in general our insurance personnel 
works and thinks in isolated cubicles. 
Manes lists as the essentials of this basic 
instruction the study of economics, soci- 
ology and statistics, business administra- 
tion, law, actuarial and mathematical sci- 
ence, medicine, shipbuilding, and architec- 
ture. Social insurance institutions and 
techniques would of course also be studied. 
On this point Manes makes perhaps his 
most extreme understatement: “If the 
jurists and economists who write about so- 
cial insurance were also well informed 
about private insurance, and vice versa, the 
descriptions as well as the opinions of both 
. .. would certainly be different than they 
are.” Add “insurance men” and you have 
the whole idea. To promote such studies 
Manes strongly recommends an interna- 
tional institute for insurance research, pref- 
erably located in the United States. 

A book by a foreign specialist is often 
useful and stimulating precisely because— 
despite the international nature of insur- 
ance—he speaks another language or be- 
cause, with other background and other 
prejudices, we cannot always agree with 
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him. The distinction on page 4, for ex- 
ample, between methods of treating risk 
does not seem clear: to an American, 
“transfer” would include making a .con- 
tract with a stock company. One might 
suppose that the Manes classification is 
based on economic and social function, but 
then treatment of risk by guarantee and 
dealing in futures is a co-operative effort 
also. There also seems to be a failure to 
distinguish logically between insurance the 
economic and social institution (p. 2) and 
insurance the financial institution (pp. 23, 
24). I cannot agree that from the stand- 
point of the safety of the insurance scheme 
“it would be absolute foolishness to put all 
fire or liability risks in the United States 
into a single class.” If all insureds were 
satisfied to pay equal absolute premiums 
irrespective of developed loss experience, 
for the company this would be the safest 
of all arrangements. It is not true, in this 
country at least, that when a new cover is 
introduced “insurance may not be given 
at fixed premiums.” If Manes were not a 
German, I should question his statement 
that the United States leads the world in 
the number of underwriters’ associations; 
is it not in Germany that state and private 
associations deal amicably together in fire 
and liability insurance? I am not clear 
how far Manes would go in extending the 
principle of merit rating. He would evi- 
dently charge a first-year automobile op- 
erator a higher than average premium, and 
the same paragraph implies merit discounts 
or debits for “the careful and prudent or 
carefree and irresponsible” insured person. 
But these qualities can be determined fairly 
and accurately only after the fact, and I 
assume that Manes intends all of these 
“subjective risk factors” to be subordinate 
to the statistical and other prerequisites 
discussed in Lecture V. They are, more- 
over, factors that determine whether or 
not the risk will be accepted or retained by 
the underwriter (treated by what Ameri- 
cans call underwriting rules) rather than 
factors that determine the premium rate. 
And our Social Security Act does not yet 
include life insurance. 

It is a healthful experience to see our- 
selves as others see us, but Manes could 
easily have been a much severer mentor. 
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He appears at times too indulgent: he calls 
American insurance a profession without 
proof (rather he shows the contrary), and 
adds that “in the United States the sci- 
entific development of covering risks shows 
the greatest development.” In life insur- 
ance perhaps, but not in fire insurance, 
conspicuously a laggard in the United 
States; not in social insurance and cer- 
tainly not in reinsurance. It is perhaps too 
much to ask a guest to tell the whole truth 
about his hosts, but it is principally in such 
fashion that we Americans can discover 
where we lag as well as where we lead. 

C. A. Kurr 

University of Pennsylvania 


JosepHson, MattHew. The Politicos. 
Pp. ix, 760. New York: Harcourt, 
Brace and Co., 1938. $4.50. 

Dr. Josephson is a master at writing the 
kind of history which delights laymen and 
scholars alike, but which the latter are 
more apt to enjoy than rely upon. Mind 
you, there is nothing of the charlatan about 
the author. His preparation has beer. thor- 
ough; and if the captious assert that he 
has depended largely on secondary sources, 
it is only fair to rejoin that this is inevi- 
table with so broad a subject. He has even 
been careful to include the authorities con- 
temptuous of what is unquestionably his 
central theme, that during the post-Civil 
War period, big business ruled these United 
States, politically as well as economically, 
and displayed the same ruthlessness and 
amorality in both fields. 

But Dr. Josephson, added to his undeni- 
able gifts as a historian, has two dangerous 
qualities, particularly so when found to- 
gether. He evinces a distinct twist to the 
left, and a highly developed sense of the 
dramatic. 

I believe the author’s thesis basically 
sound. In a country where property has 
always been revered above its deserts, at 
no other time have the dice been so loaded 
in its favor as during the period from 
Grant to McKinley. At no other time has 
money, however acquired, been so exclu- 
sively the test of success. At no other 
time has every ethical consideration been 
so utterly subservient to it. Once this has 
been admitted, there were limits within 
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which this attitude operated, that Dr. Jo- 

- sephson, with his ultramodern, class-con- 
scious mind, is inclined to ignore. He does 
not seem to realizé there was nothing ma- 
lign about the roistering political and finan- 
cial freebooters he describes. So long as 
they got theirs, they wished all mankind 
well. There was no counterpart for the 
Nazi hatred of the Jews or the Bolshevik 
hatred of the bourgeoisie. They were ori- 
ented to a simpler, less inhibited world 
than the one in which we live. When they 
oppressed their neighbors, they did so be- 
cause they were careless and in ae hurry— 
not because they felt their success de- 
pended on the other fellow’s degradation. 
Consequently, the author’s viewpoint is 
slightly anachronistic. He is right as to 
fact, but slightly awry as to motive. 

Then, there is Dr. Josephson’s feel for 
the dramatic! History is tog slovenly, and 
moves at too slow a pace for those who 
thrill to the climaxes of the stage. The 
author has been inclined, therefore, to 
point up his narrative, to simplify his char- 
acters, and to infuse into his chronicle too 
many of the elements of a well-made play. 
Beyond question, the money of the Robber 
Barons did sway the behavior of the Politi- 
cos, but they were not on that account 
either dupes or fools. They traded with 
their eyes open, and on a fairly even basis. 
Most of them were capitalistically minded 
from honest conviction, and not because 
they were puppets in the hands of the 
magnates, While the author attributes an 
impossible omniscience to such wire-pullers 
as Whitney and Hanna, his portrayal of 
Cleveland, Carlisle, and Sherman is unfair 
to their intelligence and sincerity. 

Since these men lived, the hollowness of 
the credo by which they lived has been ex- 

. posed by the unparalleled pressures of our 
own age. Dr. Josephson seems inclined to 
look down upon them because they did not 
discover it for themselves. 

ALPHONSE B. MILLER 

Philadelphia 


Liet, Bart. DE: The Conquest of Vio- 
lence. Pp. xi, 306. New York: E. P. 
Dutton and Co., 1938. $2.00. 

This stúdy by a Dutch scholar, of the 
causes and effects of violence, psychologi- 
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cal and communal, and of the techniques 
and potentialities of nonviolence as a so- 
cial process, is as timely as it is profound. 
It provides perhaps the most significant 
analysis of the major problem of our time, 
national and international, since William 
James’s essay on The Moral Equivalent of 
War. It is at once a philosophical polemic 
of unusual clarity and insight and an appli- 
cation of the author’s premises to nine- 
teenth- and twentieth-century conditions 
and events. It probes beneath their sur- 
face to the foundations of a new faith in 
the efficacy of reason and good will as a 
way of life for the state as for the indi- 
vidual. 

The author’s major premise is the ulti- 
mate self-defeat of violence as a means of 
controlling people or determining the inci- 
dence of ideas on human society. He 
finds, and illustrates his thesis from the 
evolution of the past two hundred years of 
history, that coercion feeds its own anti- 
bodies in the politics alike of the state and 
the family of nations. Revolution creates 
the animus and the animation of counter- 
revolution; violence feeds on violence. 
The result is a continuation—or at least a 
projection—of the very conditions that 
revolution set out to cure. 

Dr. de Ligt’s minor premise is that the 
cause of social justice—in the name of 
which much revolutionary blood has been 
spilt—has at hand a more effective tool for 
the shaping of the Great Society toward 
which it reaches. That tool is nonviolent 
coercion; the “refusal of assistance” to the 
existing regime, economic as well as politi- 
cal. He traces the effects on the leaders 
and the rank and file of succumbing to the 
use of the same means as that utilized by 
the ancien régime to maintain the status 
quo. The final negation of the ends and 
purposes of revolution results, he believes, 
from accepting the basis of force as the 
method of control. The illustrations of 
the failure to attain social justice by un- 
just means, of confusing ends and means, 
are marshaled with inescapable cogency 
from the data of autobiographies of revolu- 
tionary leaders, critical historians, and con- 
temporary events. 

The conclusiohn—that what is needed is 
a new nonviolent technique of social action 
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—-is set forth in a program of education 
and organization. Education should, he 
thinks, be as direct, intensive, and thorough 
as that now devoted to the manufacture 
of war-mindedness, and be based on a posi- 
tive or “constructive” program of action 
closely akin to that of James. Organiza- 
tion should, similarly, be not merely “ab- 
stentionist,” but’ include both peacetime 
and wartime activities designed to eradi- 
cate both the means for and the will to 
war, 

Like every essay in the creation of a 
new approach to traditional social ideas 
and practices, the premises of this book 
will be challenged and its data criticized 
for their susceptibility to other interpreta- 
tions. That is an unavoidable problem of 
the social sciences. But the debatability 
of the issues raised does not decrease their 
significance for the future of our civiliza- 
tion, Rather it imposes the very sort of 
courageous and forthright analysis which 
Dr. de Ligt has here made. There will be 
dissent from his inferences and from the 
implications of his social and economic 
analysis; there can be none from the urg- 
ency of his attack on the hazards of vio- 
lence to a continuance of Western culture. 
No book of the decade has made, in this 
reviewer’s opinion, a more effective analy- 
sis of the issues by which its ultimate fate 
will be decided. 

PHILLIPS BRADLEY 

Queens College 


Micuet, Pavui-Henri. La question de 
Padriatique 1914-1918. Pp. lxxxiv, 297. 
Paris: Alfred Costes, 1938. 60 Fr. 
This excellent book by Paul-Henri 

Michel presents the claims of the different 

states to the eastern shore of the Adriatic 

made during the World War. With the 
prospect of the disintegration of Austria- 

Hungary, a bitter controversy developed 

between Italy and Serbia over the posses- 

sion of Istria, Fiume, and Dalmatia. The 
story has heretofore been difficult to get 
because the sources are in Italian, Serb, 

Magyar, German, French, and English, and 

are for the most part intensely nationalistic 

and propagandist in character. In an in- 
troduction of over sixty pages the editor 
reviews the general history of the Adriatic 


265 


Question and the efforts of the respective 
claimants, especially those of Rome and 
Belgrade, to secure the support of the 
Allies for their respective claims. This 
introduction pictures a complicated net- 
work of diplomacy and intrigue and serves 
as a sort of guide to the documents which, 
with notes and index, make up the remain- 
ing part of the volume. To American stu- 
dents they have a peculiar interest because 
of the determined stand taken by Presi- 
dent Wilson at the Paris Peace Conference 
on the Adriatic Question. The embittered 
controversy over Fiume from 1919 to its 
absorption by Italy in 1923 is only the 
final sequel to the claims made during the 
war as presented in this volume. The 
secret treaties coupled with Italian na- 
tionalism triumphed over Mr. Wilson’s 
idealism when the Adriatic became an 
“Ttalian Lake.” 

The historien is indebted to the editor 
for bringing together this widely scattered 
and for the most part unpublished material 
so necessary for an objective appraisal of 
the situation. The volume is the first in 
the third series of publications under the 
auspices of the Société de l’Histoire de la 
Guerre. 

WILLIAM E. LINGELBACH 

University of Pennsylvania 


Goocg, G. P., AND HAROLD TEMPERLEY 
(Eds.). British Documents on the Ori- 
gins of the War, 1898-1914. Vol. X, 
Part II,°“The Last Years of Peace.” 
Pp. lv, 921. London: His Majesty’s Sta- 
tionery Office. 
Library of Information, 1938. $5.25. 


This volume, the last of a monumental 
series, has more than archaic interest; in- 
deed, in some respects it is more significant 
for the present than any of its predeces- 
sors. In the fateful years 1911-14, Ger- 
many was aggressively pushing for what 
she considered her rightful place in the 
sun; then, as now, the British Government 
was pursuing a policy of “appeasement.” 
Then, as now, each concession (as Sir Eyre 
Crowe said in 1913) “is at once made the 
starting point for further demands” (p. 
501). Then, as now, Great Britain was 
willing to sacrifice the interests of other 
and weaker powers in the hope of satiating 
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the German appetite. Then, as now, the 
interests of France and Russia sometimes 
were treated in cavalier fashion. Then, as 
now, there were voices in England that 
deprecated any such policy. Then, as now, 
the pace of armament was accelerated to 
prepare against the final show-down, Then, 
as now—but who is prepared to prophesy? 

There were three foci around which re- 
volved the settlement of Anglo-German 
differences between 1911 and 1914: the 
respective strengths of their navies, the 
Baghdad Railway, and African colonies 
(especially those of Great Britain’s ally, 
Portugal). Nothing came of the discus- 
sions concerning naval limitation, and it is 
the latter two subjects that are dealt with 
. at great length in the present volume. In 
addition, there is an extraordinarily valu- 
able section on Anglo-French dispositions 
of naval strength in the Mediterranean on 
the eve of the war, along with some other 
matters of lesser importance. As is well 
known, the negotiations concerning the 
Baghdad Railway were eminently success- 
ful and constituted one of the outstanding 
successes of prewar diplomacy, viewed 
from the standpoint of Turkey and France 
as well as of Germany and Great Britain. 
The negotiations regarding Turkey in Asia, 
as here set forth, are therefore of special 
interest. 

The most important sections of these 
documents, however, deal with the fate of 
the Portuguese colonies. And here hangs a 
tale. In 1898 Germany and Great Britain 
entered into a secret agreement looking for- 
ward to the division between them of the 
“derelict” the phrase is Sir Edward Grey’s 
—Portuguese colonies. At that time, be it 
remembered, Great Britain was an ally of 
Portugal of some five centuries’ standing. 
Furthermore, by the so-called Treaty of 
Windsor of 1899, signed with Portugal 
when Great Britain desperately needed 
friends in her war with the Boers, she re- 
newed all her previous promises to defend 
Portuguese territory, wherever located, 
against all comers. Nevertheless, negotia- 
tions were conducted with Germany in 
1911-13 to renew and revise the secret 
treaty of 1898; during the discussions it 
was frankly admitted from time to time 
that the partition of the Portuguese em- 
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pire could not be long deferred and would 
not be greatly regretted by England, Ger- 
many, or the Union of South Africa. The 
agreement finally reached concerning Por- 
tuguese possessions in Africa never became 
operative, because of a difference of opin- 
ion as to the wisdom of publishing the facts 
so that all the world might see. Germany 
was willing to publish the revised agree- 
ment of 1898 but objected to the publica- 
tion of the Treaty of Windsor. Sir Ed- . 
ward Grey wished to publish both. When 
the ensuing stalemate practically annulled 
the new agreement with Germany, there 
were those in England who breathed more 
easily. Sir Francis Bertie, the British Am- 
bassador in Paris, for example, never had 
any enthusiasm for giving away other peo- 
ple’s property. Sir Eyre Crowe thought 
the whole business “embarrassing.” Sir 
John Anderson, Permanent Undersecretary 
of State for the Colonies, had spoken of 
the “deplorable impression” which the 
agreement would make “not only in Portu- 
gal but all over the world, from the point 
of view of what Great Britain was capable 
of contemplating doing to her own ally” 
(p. 497). 

The British documents on the origins of | 
the war of 1914 are now complete. (Vol- 
ume XI already has been published. The 
single remaining volume will consist mainly 
of a general index.) They are a magnifi- 
cent tribute to the integrity of the editors, 
who have insisted throughout on telling not 
only the truth but the whole truth, and 
who persuaded successive British govern- 
ments as to the wisdom of that course. 
Together with the corresponding French 
and German series, these documents form 
a fairly comprehensive picture of the proc- 
esses by which Europe stumbled, blun- 
dered, and armed itself into the World 
War. Whether they will save us from a 
repetition of past sins remains to be seen, 

Epwarp MEAD EARLE 

Institute for Advanced Study, 

Princeton, New Jersey 


TANSILL, CHARLES C: America Goes to 
War. Pp. x, 731. Boston: Little, Brown 
& Co., 1938. $5.00. 

This is probably not the last word on the 
question of why America entered the 
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World War in 1917, but it may be called 
the latest. Dr. Tansill has explored more 
avenues and brought together a greater 
mass of detail regarding the United States 
as a neutral than any other who, to date, 
has published his findings. The result is 
a picture vastly different from most of 
those hitherto composed, although, in the 
course of the past ten years or so, there 
have been printed most of the individual 
items which are here united in a single 
composition—not all, however, for a con- 
siderable amount of hitherto unexploited 
material has been incorporated in the nar- 
rative. 

Of the several trends which the author 
emphasizes throughout the study, perhaps 
the most marked is that of the essential 
unneutrality of the Government of the 
United States. While President Wilson 
was from the beginning hopeful of the suc- 
cess of the Entente, it was his advisers 
rather than himself who consciously and 
steadily maintained and advocated tender- 
ness toward England and her allies, and a 
rigid stand against any infraction of ac- 
cepted international law on the part of 
Germany. Indeed, according to the au- 
thor, international law, even under pre- 
vious American interpretation, was pur- 
posely misread and misapplied to benefit 
England and France and to thwart Ger- 
many. It was particularly in the issue 
raised by armed merchantmen on the one 
hand and submarine warfare on the other 
that this lack of neutrality was demon- 
strated. Time and again this contention 
appears in these pages, but the “real fight 
for American neutrality was waged in 
April, 1915,” and “if the President had 
taken any decisive action against the ad- 
mission of armed British merchantmen into 
American harbors, and if he had warned 
American citizens of the danger that at- 
tended passage on belligerent vessels, 
America might well have been spared the 
great sacrifice of 1917-1918.” In other 
words, if the advice of Bryan rather than 
that of Lansing had been followed, there 
would have been no “Lusitania” crisis, and 
the United States, with the possibility of 
closing its ports to armed merchantmen, 
could have held a weapon over England to 
force greater concessions in matters relat- 
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ing to contraband, blockade, black lists, 
interference with neutral mails, and all the 
other issues which produced sharp notes 
but no decisive action. But, as Dr. Tansill 
depicts it, the President too readily fol- 
lowed the guidance of Colonel House and 
Lansing, both Anglophiles who from the 
beginning expected and planned for the 
entrance of the United States on the side 
of the Allies. House, indeed, is depicted 
as little less than contemptible. 

Dr. Tansill is no Anglophile. To him 
Sir Edward Grey, during the early days 
when American policy was being shaped, 
played the American Government, through 
House and Page, as an angler plays a fish. 
The British Government apparently knew 
how far to go without producing an explo- 
sion, and did not hesitate to take advantage 
of every opening given; where concession 
was imperative it was made, but the author 
contends that these concessions were far 
fewer than circumstances would have 
allowed. 

The facile explanation, recently so 
widely believed, that the principal cause 
of America’s entry into the war was pro- 
tection of investments, is relegated to its 
proper niche. 

While it is improbable that all the au- 
thor’s assumptions will find acceptance 
(can it, for example, be confidently as- 
sumed that Germany would have dropped 
the policy of sinking unwarned vessels if 
American ports had been closed to armed 
merchantmen? p. 259), and while there 
may be different interpretations of some of 
the numerous documented facts, it can be 
said that this study is one which cannot 
be neglected by any who wish to compre- 
hend those troublous years from 1914 to 
1917. 

LESTER BURRELL SHIPPEE 

University of Minnesota 


ROYAL INSTITUTE OF INTERNATIONAL AF- 
FAIRS. International Sanctions. Pp. x, 
247. New York: Oxford University 
Press, 1938. $5.00. 

This, one of the latest of the Study 
Group reports of the Royal Institute of 
International Affairs, maintains the high 
standard of thoroughness and impartiality 
set by earlier projects. This, unlike most 
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of.the reports from Chatham House, deals 
with a problem contemporaneously dy- 
namic and susceptible of widely divergent 
inferences drawn from data and premises 
on which agreement is both difficult and 
doubtful. The result is an invaluable anal- 
ysis of a problem by no means finally re- 
solved by the single tragic experiment here 
considered. _ 

The main results of the attempted sanc- 
tions against Italy during the Italo-Abys- 
sinian dispute were evident before this 
study was completed. It was possible, 
therefore, not only to deal with the the- 
oretical aspects of sanctions but té appraise 
the actual techniques utilized to enforce 

. them, and their effects, political as well as 
economic. The study assembles much ma- 
terial hitherto unavailable or ‘difficult to 


obtain, in such a way as to provide the first ` 


comprehensive and detailed account of the 
events of 1935-37. The conclusions of 
the Study Group are rendered all the more 
persuasive by their close adherence to 
events in the making, 

The study covers a variety of aspects— 
technical, economic, political, and psycho- 
logical—of the problem of sanctions. Be- 
ginning with a definition of international 
sanctions as “action taken by members of 
the international community against an 
infringement, actual or threatened, of the 
law,” the report analyzes the different 
types of sanction available. These include 
moral and diplomatic sanctions, arms em- 
bargoes, raw materials embargoes (with a 
special analysis of the oil embargo prob- 
lem), financial sanctions, and military sanc- 
tions. Each is discussed wherever relevant 
as to its actual operation in the Italo-Abys- 
sinian dispute, as well as in its more gen- 
eral aspects. 

The conclusions of the Study Group as 
to the reasons for the failure so far to 
make sanctions internationally effective are 
worth recording, for they reflect the basic 
. problem confronting the statesmen who 
seek to fashion any effective international 
order. “The reader may possibly conclude 
that it is the absence of this ‘union of 
wills,’ rather than any technical obstacles, 
‘or lack of efficacy in the measures avail- 
able, which prevents the sanctions of the 
Covenant from being the -safeguard of 
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peace and deterrent of aggression which 
they were considered to be by their de- 
signers. The question still remains 
whether, if the world lacks the spirit of 
courageous and self-sacrificing co-operation 
on which sanctions depend, any alternative 
course is available whereby the calamity of 
war can be permanently averted.” 
_  Purtires BRADLEY 
Queens College 


British Yearbook of International Law, 
1937. Pp. vi, 282. New York: Oxford 
University Press, 1937. $5.50. f 
The British Yearbook of International 

Law, now in jts eighteenth year, continues 
the same high standard of excellence of its 
predecessors. With the American Journal 
of International Law, it represents the best 
scholarship in its field, of the English- 
speaking world. 

One American contributor, Professor 
Charles Cheney Hyde, is included. His 
article on “The Supreme Court of the 
United States as an Expositor of Inter- 
national Law” is a critical analysis of se- 
lected cases illustrating the Court’s tech- 
nique of formulating its conceptions of the 
rules of international law, and of their ap- 
plication to problems raised by our treaty 
and diplomatic relations. 

Other major articles include: “Some 
Problems of the Spaniish Civil War” by 
Professor H. A. Smith; “The Law of the 
Domicil” by J. H. C. Morris; “The Influ- 
ence of Hubers De Conflictu Legum on 
English Private International Law” by D. 
J. Llewelyn Davis; “Proper Law and Ille- 
gality in Private Tnternational Law” by F. 
A. Mann; “The International Status of 
the Free City of Danzig” by Ian F. D. 
Morrow; and “Custom as a Means of the 
Creation of International Law.” 

As in previous issues, there are obituary 
notices (including one on Mr. Elihu Root), 
brief notes on contemporary legal prob- 
lems, analyses of decisions, opinions, and 
awards of international tribunals, and book 
reviews, periodical notices, and a useful 
bibliography of current literature. The 
Yearbooks are increasingly indispensable to 
students in the field. _ : 

PHILLIPS BRADLEY 

Queens College 


' 
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KEITH, ArTHUR BERRIEDALE. The King, 
the Constitution, the Empire, and For- 
eign Affairs. Pp. xi, 194. New York: 
Oxford University Press, 1938. $3.00. 

_ This, third of Professor Keith’s collected 
“letters and essays,’ covers the years 
1936-37. No better summary of the con- 
tent can be made than the author’s own: 

“In this volume I have dealt with the 
royal abdication and its grave effects on the 
unity of the Crown, attested by South 
African legislation and the Constitution of 
Eire; with certain anomalies in the Reg- 
ency Act and the Coronation Oath; with 
Trish and South African hostility to Brit- 
ish nationality, and the demand of the 
Union for the rights of neutrality and se- 
cession, and for the transfer of the Native 
Territories; with the recent growth of Ca- 
nadian resentment of the appeal to the 
Privy Council; and with the negations of 
the Imperial Conference. I have discussed 
also Mr. Baldwin’s notable contributions 
to the aggrandizement of the Prime Min- 
ister at the cost of the King and the Com- 
mons alike; the errors which hampered the 
inauguration of responsible government in 
India, and played into the hands of Con- 
gress; and the new status of Burma in the 
Empire. 

“In foreign affairs I have noted the pro- 
gressive abandonment of our obligations to 
Ethiopia; the fatal objection on Imperial 
grounds to any effort to strengthen the 
League or to establish collective security; 
our resolute negation of German aspira- 
tions for oversea expansion; the doctrines 
of nonintervention and belligerency in re- 
gard to the Spanish Civiil war; the Italian 
bid for mastery of the Mediterranean with 
the aid-of a Fascist Spain; and, thence 
arising, the King’s disclaimer of that 
sovereignty over the Sudan which Lord 
Kitchener’s conquest acquired for Queen 
Victoria.” 

Professor Keith’s contributions to the 
constitutional law of the British Empire 
are too well known to need emphasis or 
encomium. This little volume gives fresh 


. evidence of the vigor of point of view as 


of style which has made a professor of 

Sanskrit at Edinburgh the most authori- 

tative oracle of the conservative view of 

empire-commonwealth-Downing Street re- 
e 
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lations. The letters here collected are his 
contemporary appraisal of events as they 
were in the making. The acuteness of his 
insight, sharpened in its critical incisive- 
ness by a caustic and often mordant pèn 
and informed by an incomparable knowl- 
edge of the precedents, makes these cur- 
rent notes by the way of more than ephe- 
meral interest and value. 
PHILLIPS BRADLEY 
Queens College 


KEITH, ArTEUR BERRIEDALE. The Do- 
minions as Sovereign States. Pp. xlv, 
769. New York: Macmillan Co., 1938. 
$6.25. f 
Professor Berriedale Keith has long en- 

joyed an enviable reputation as an inter- 

national authority on the municipal and 
inter-commonwealth law of the British 

Commonwealth of Nations. For many 

years his tredtises have followed one an- 

other with a speed which has been the 
admiration and wonder of lawyers, who 
have long recognized their authority and 
amazing width of knowledge and have 
learned to regard them as almost annual 
blessings in the midst of much that is le- 
gally difficult and jurisprudentially obscure. 
The treatise under review aims to supply 
revisions for two of its predecessors, which 
appeared in 1929 and in 1933. In this 
connection it is eminently successful; and 
the law and custom of the British Com- 
monwealth are set out with precise skill 
illustrated with a good deal of insight. If 
at times the learned author is sharp in criti- 
cism, and if at times we are inclined to 
become uneasy under some error in inter- 
pretative judgment, yet the reader must 
beware lest these occasional defects in 
manner prejudice him in evaluating the 

work, which on the whole constitutes a 

learned contribution to the literature of 

the subject. 
The first part is of outstanding value and 


it ought to make a special appeal to for- 


eign students in that it provides an excel- 


lent examination of the “sovereignty” of 


the Dominions. For American readers ac- 
customed at least to the theories of soci- 
ological jurisprudence and conscious that 
Austinianism is an outmoded legal philoso- 
phy, it ought to be of the greatest interest 
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to read of juristic realities, which defy the 
older categories and aim to satisfy the ac- 
tual demands of a community of states. 
We know of no better discussion for for- 
eign students. Here, the learned author 
discloses that he is a jurist and not a mem- 
ber of the pestilential band of black-letter 
obscurantists who debase “the grand old 
name” of “lawyer” by the rigidity of their 
professional charlatanism. 

The second part, dealing with the “gov- 
ernment of the Dominions,” is not so suc- 
cessful, as it is overburdened with descrip- 
tive material and with an emphasis on 
structure. For the British citizen there is 
nothing in it that is new; and the compres- 
sion does not allow much room for analyti- 
cal discussions of function. Of its general 
accuracy there is little doubt; and in many 
respects it constitutes an excellent work of 
reference. On the other hand, we fear that 
it may become a tool in the’ machine shop 
of courses in government which in North 
America continue their barren mechanical 
activities, 

The book is excellently produced and is 
provided with every facility for reference 
except the exact law report references in 
the table of cases—an omission which we 
can never pardon. In indexing, Professor 
Keith has always enjoyed a reputation. 
The index in his present volume is excel- 
lent, and it may well serve as a model. An 
author who will not provide an adequate 
analytical index perhaps shows the wisdom 
of knowing that his book is not worth 
much. 

W. P. M. KENNEDY 

University of Toronto 


Jennines, W. Ivor, anD C. M. Younsc. 
Constitutional Laws of the British Em- 
pire. Pp. 391. New York: Oxford Uni- 
versity Press, 1937. $6.00. 

This volume provides the political scien- 
tist with the first comprehensive yet not 
unmanageable body of materials on the 
interpretation of the constitutions and in- 
terrelations of the various members of the 
British Commonwealth of Nations. Pro- 
fessor Jennings is already well known—and 
equally distinguished—for his specialized 
studies in various aspects of the British 
Constitution. He has here, with his col- 
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laborator, the late Miss C. M. Young, ex- 
tended to Commonwealth constitutional 
questions the same critical acument and 
careful scholarship that mark his other 
writings. 

The volume covers three general ques- 
tions: the jurisdiction of the Crown, the 
Constitutions of the Empire, and Dominion 
status. Two further sections deal in 
greater detail with the Constitutions of 
Canada and Australia, and two much 
briefer analyses are made of the Constitu- 
tions of the Union of South Africa and 
India. An appendix contains the texts of 
these four constitutions. Recent changes 
in the Constitution of Eire resulted in its 
omission. 

The method of the study is at once criti- 
cal and descriptive’ Each of the major 
sections is introduced by a brief analysis of 
the development of the constitutional law 
on the topic under consideration, with cita- 
tions to a wide variety of judicial and legal 
opinion on the issues considered. There is 
then reproduced a series of selected cases 
(fifty-two in all) dealing with the evalua- 
tion and present development of the con- 
stitutional law of the Empire. 

By the excellence of its editing, as well 
as by the analysis of the problems raised, 
the book serves at once as commentary and 
casebook in a field all too little known in 
this country. The emerging federal nature 
of the British Commonwealth itself, as 
well as of all the constitutions considered 
in detail, makes it of unusual interest—and 
importance—to students of our own consti- 
tutional laws. 

PHILLIPS BRADLEY 

Queens College 


CrapuHam, J. H. Economic History of 
Modern Britain, Vol. III. Pp. xiv, 577. 
New York: Macmillan Co., 1938. $7.00. 
With this volume, Professor Clapham 

completes his great work in as convinc- 

ingly competent a way as he began it 
twelve years ago. Even more valuable 
than the two preceding volumes because it 
deals with a period which has never before 
been systematically explored, this third and 
concluding volume cannot but make its 

readers regret that Professor Clapham did 

not decide to devote another volume to the 
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period following 1914. Not that the mas- 
terful “Epilogue” is unimportant; indeed, 
its brevity has given us a different Clap- 
ham, who writes this forty-three-page es- 
say with extraordinary charm and felicity, 
compounding sagacious interpretation with 
panoramic completeness. Yet the fact re- 
mains that the “Epilogue” is but an outline 
for a much-needed book which no one but 
Clapham can write. 

With Clapham’s method of exposition, 
we are all familiar. Except for the open- 
ing sections of the “Epilogue,” there has 
been no deviation; hence the style is still 
crowded, terse, and blunt; hence the reader 
must steel himself with resolution to fol- 
low on and on, holding all judgments in 
suspense until the spiral of each topical 
tour has been completed. Must it be so 
_ Spartan? The answer, of course, is that 
until someone demonstrates some other 
serviceable method for accurately and 
faithfully treating economic history in es- 
sentially qualitative terms, we can only 
wonder. Reading Clapham is a discipline, 
but everyone who has read the three vol- 
umes will have to admit it a useful disci- 
pline. The only trouble is that Clapham’s 
formidable method and style will deter 
some from reading his monumental work. 

So much for the work in the broad. 
What of the peculiar qualities of this third 
volume? The chapter on “Limited Liabil- 
ity, Joint-Stock Amalgamation and Co- 
operation” is clearly outstanding, since it 
gives us a far more precise history of the 
extension of corporate enterprise and the 
trustification of British industry than is 
available anywhere else in equal compass. 
Nor does it fall into the easy error ‘of as- 
suming that manufacturing had a monop- 
oly on big business; the chain restaurants 
and tea stores deserve all the space they 
have been allotted. Co-operatives have 
probably been treated too kindly in this 
respect, but that is a matter of judgment 
where importance may need a definition 
more ample than indicated by the figures 
for gross sales. The chapter on agri- 
culture contains notable revisions in em- 
phasis: British farming was not all corn 
and pasture; mechanization has perhaps 
not received adequate emphasis, but the 
two and a half pages specially devoted to 
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the topic are compact. For picturing eco- 
nomic and technological change, the chap- 
ter on “The Course of Industrial Change” 
is exemplary, with its interlinked thumb- 
nail sketches of old and new industries. 
The chapter on “Life and Labour” is, as it 
should be, coldly analytical; there are no 
moving passages: “Of uprightness, wisdom, 
and the clearness of eye the economic his- 
torian as such may not profess to speak. 
He moves on the lower plane, the plane of 
commodities and comforts” (p. 507). 

From the preceding two volumes we 
have legrned what to expect. But does 
devotion to quantitative realism need to be 
so strict that there is not room ‘for the 
word “imperialism” in a volume specifically 
concerned with “National rivalries”? Tons, 
bushels, yards, or pounds sterling, cannot 
tell the entire story. Motives, ambitions, 
and purposes must be reckoned with even 
by economic*historians, and Clapham has 


, himself done so in the opening pages of 


his brilliant “Epilogue.” He is tough 
minded enough to have done it more often 
without risk. If he had, his readers would 
have received the richer benefit of his dis- 
criminating judgment. 
E. A. JOHNSON 
New York University 


PIeERson, GrorcE Witson. Tocqueville 
and Beaumont in America. Pp. xv, 852. 
New York: Oxford University Press, 
1938. $7.50. 


It is a fitting centennial tribute to the 
first American edition of Tocqueville’s 
Democracy in America that so distin- 
guished an addition to American letters 
and historical research as this volume of 
Professor Pierson’s should appear. The 
author has not only made a substantial 
contribution to scholarship in this exhaust- 
ive and carefully patterned account of the 
travels of the two young Frenchmen in 
America in 1831, but has written that ac- 
count with a clarity, an urbanity, and a 
charm that would have delighted the sub- 
jects of his study. 

The main outlines of the trip which pro- 
duced perhaps the greatest work in politi- 
cal philosophy of the nineteenth century 
have long beén well known. Tocqueville, 
a scion of a miñor landed family of France 
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an ardent believer in the ultimate triumph 
of democracy in the world, the son of a 
French official, a young magistrate in a 
country town, wished to study democracy 
in its most prolific floriation and find the 
answer to some of his queries. He con- 
ceived the idea that he could contribute 
something to the discussion of French 
prison reform by studying American penal 
methods—and thus achieve his hope of 
seeing other things besides prisons over 
here. He persuaded the Minister “of Jus- 
tice to send him and his friend, Beaumont, 
on an official mission to this countyy. Both 
conscientiously performed their duty of ex- 
amining American prisons, as their official 
report of over six hundred pages and six 
volumes of documents attests. What trans- 
pired during their tour, and afterwards on 
their own travels, is the raw material both 
of Democracy in America and of Pro- 
fessor Pierson’s delightful and definitive 
study. 

The materials on which this exhaustive 
study are based are letters, notebooks, di- 
aries, and careful daily summaries which 
Tocqueville made of the people he met 
and the places he visited. Professor Pier- 
son has had access to—and made brilliant 
use of—the family papers of the Tocque- 
villes. Although nine volumes of Tocque- 
ville’s writings appeared in a standard 
edition after his death, there was more 
unpublished than published material on 
the American visit. Only these materials, 
however, have gone into this day-to-day 
record of the travels which took the two 
men as far as Green Bay on the north and 
New Orleans on the south and well across 
the frontier to the west. 
and here, Professor Pierson has discovered 
many items from American pens recording 
the impressions made on Americans by 
Tocqueville and Beaumont, and various 
materials supplied them in the prosecution 
of ‘their studies. It is unlikely that any 
fresh materials will be discovered; the 
study is in the best sense definitive. 

This is primarily a record of travel in 
America in the 1830’s. But it is much 
more. It is a segment of biography of 
two of the most interesting and interested 
foreigners who ever visited our shores. It 
describes American attitudes, customs, and 
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prejudices of the period, if not in a new, 
certainly in a thorough revealing, way, as 
refracted through the keen and detached 
observations of these inquiring travelers. 
It touches on every aspect and reflects 
thinking in every level of American society 
of the time. It is, in short, an indispen- 
sable essay on American life a century ago, 
whether one is interested in its political, 
its social, or its economic manifestations. 

PHILLIPS BRADLEY 

Queens College 


Warvety, Morris L. A Political History 
of the Cherokee Nation. Pp. viii, 383. 
Norman: University of Oklahoma Press, 
1938. $3.50. 

The story of the Cherokee Nation, from 
the removal to the west in 1838 until the 
final liquidation of tribal government in, 
the early twentieth century, is attempted 
in this work. The task of bringing the 
tangled skeins of various movements, in- 
stitutions, and personalities into a co- 
herent and connected sequence is by no 
means an easy one, so it is little wonder 
that sometimes a carload of facts is un- 
loaded where not called for, and elsewhere 
the reader inquires in vain for the ante- 
cedents and meanings of important mat- 
ters. 

Several leading ideas are carried through 
the general narrative, namely: (1) the 
pervading influence of adaptabale and ca- 
pable personalities, of which the Cherokees 
seemed to have a plentiful supply; (2) the 
continuous and litigious emphasis on past 
treaties between the Cherokees and the 
United States Government; (3). the com- 
plex and important financial adjustments 
between the same parties; (4) the callous 
casuistry of citizenship determination in 
the Cherokee Nation; (5) the bickerings 
and bitter animosities of party struggles; 
and (6) the slow evolution of constitu- 
tional government in the tribe, with its 
democratic pattern imitation of the United 
States. l : 

The thread of events divides into two 
eras: the first being that of domination by 
John Ross and his party, which lasted until 
the American Civil War; and the second, 
the post-Ross period, which takes up the 
remainder of the time. Ross was undqubt- 
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edly more white than Indian, but his mag- 
netic influence over both full-blood and 
half-breed was unique and fundamental in 
the formative period of Cherokee political 
development. Contrasting with the clever 
and diplomatic planner, Ross, appears the 
personality of Stand Watie, mainstay of 
the opposition, physically vigorous, unas- 
sailable, and soundly dependable. After 
the passing of Ross there were other fig- 
ures of influence and renown the effer- 
vescent promoter E. C. Boudinot, the far- 
seeing administrator D. W. Bushyhead, and 
the great compromiser and party founder, 
Lewis Downing. 

Racial issues dominated both party poli- 
tics and the citizenship question through- 
out the nation’s history. The ten or more 
treaties between the Cherokees and the 
United States were never quite successful 
in restraining factional rancor or in fur- 
nishing an adequate authority for deciding 
the issue of membership in the nation. 
The working basis of the Cherokee Na- 
tion’s political institutions was the system 
of compromises between the conservatism 
of the full-bloods and the progressivism of 
the white intruders and the half-breeds. It 
was probably the very system of claims and 
compensations for loss of property and 
wealth which had become a chronic rela- 
tion between the Indian and the United 
States, which finally resulted in the swamp- 
ing of the nation by claimants for citizen- 
ship and the inevitable sequel of tribal 
dissolution. 

The constitutional development of the 
Cherokee Nation was not completely ho- 
mologous to the white government which 
surrounded it. There was a socialistic cast 
in the state control of land and other prop- 
erties. The democratic features included 
universal male suffrage, a bicameral legis- 
lature, and hierarchies of elected judges 
and executives. The success of this gov- 
ernment was for a time relatively assured 
because of the high degree of literacy of 
its citizens, and their eminent adaptability 
and fertile talent in leadership. Had not 
outside factors intervened, it might have 
continued as an autonomous unit. 

This is a book for the student of com- 
parative politics, and it has much to offer 


in data for the specialist. The economic, 
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interrelations with political phenomena are 
often hinted at and sometimes openly men- 
tioned. The principles involved will be of 
interest to the sociologist and the historian. 
There is a great deal of the social back- 
ground of the Cherokees which might have 
been summoned to the aid of the reader for 
explanatory purposes—as an example, the 
explanation of the political murders in 
terms of the old tribal laws of blood re- 
venge. Perhaps, however, this is not im- 
portant, since the author has painted a pic- 
ture of political development striving at 
the objecéive of leaving as much of inter- 
pretation as possible ‘to the reader. 
W. H. GILBERT, Jr. 
University of Tennessee 


RUSSELL, BERTRAND, et al. Dare We Look 
Ahead? Pp. 190. New York: Macmil- 
lan Co., 1938. $2.00. 

In speaking*in defense of democracy, 
Thomas Mann asserts that the newer forms 
of autocracy have nothing to offer but nov- 
elty. He rejects the defeatist defense of 
democracy and sincerely believes in its 
biosophical and ultimate victory. Reading 
his treatise on democracy’s coming victory 
and then turning to the book under con- 
sideration, we face a keenly analytical and 
therefore most stimulating appraisal of 
things as they are now and may be in days 
ahead. And while the impressive list of 
authors speak with a great deal of frank- 
ness and sarcasm, we sense an optimism 
which by its conclusive precipitation in- 
vites adoption. 

Bertrand Russell in his “Science and So- 
cial Institutions” writes with a biting 
sharpness of analogy and pen. “... We 
are beginning to understand the art of 
manufacturing opinions wholesale as we 


‘manufacture pins!” 


Vernon Bartlett in “The War Horizon” 
calls attention to the “fallacy of the old 
tag: If you wish for Peace prepare for 
War. ... I think... that' the British re- 
armament program has become one of the 
most important factors in the maintenance 
of peace in the world today. This is, of 
course, a very lamentable admission to 
made. . . . Our policy since the Hoare- 
Laval plan has been so damnably weak and 
cowardly that the dictators had every ex- 
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cuse for believing that they could do any- 
thing they liked... . I am not foolish 
enough to suggest that the possession of 
arms can give us peace: only that it can 
postpone war!” Obviously he condemns 
Great Britain’s present policy which will 
“show courage only in the defense of Brit- 
ish interests” along certain government 
lines and which admits that right is might 
except when directed against them! 

Cole’s “The Economic Consequences of 
War Preparation,” Cripps’s “The Political 
Reactions of Rearmament” (“when an evil 
becomes too great to defend gn other 
grounds, it is- defended on religious” [or 
racial!] “grounds”), Morrison’s “Socialism 
Today,” and Laski’s “The Outlook for 
Civil Liberties,’ are the other lectures 
which make for a comprehensive, often 
daringly expository, study—and warning! 

Concludes Vernon Bartlett: “With 
Colonel Blimps and timid®*politicians at 
home, and. dictators who border upon 
megalomania abroad, we have clearly a 
difficult time ahead. But the whole future 
of civilization depends upon the courage 
of those who want policy to be based on 
those principles of tolerance and law which 
are the foundation-stones of civilization. 
And I believe that in every country, be it 
ruled by a democracy or a dictatorship, 
there is a very large proportion of public 
opinion with an instinctive respect for 
these principles. . . . Not the fundamental 
principles have proved wrong, but we have 
not insisted more strongly that the men 
who are supposed to put these principles 
into practice, should be worthy and cou- 
rageous!” 

We are back with Thomas Mann, whose 
victory of democracy is based on the 
. humanity of mankind! “Dare we look 
ahead?” Indeed, we must! f 

‘Boris ERICH NELSON 

Brooklyn, N. Y. 


Forp, Guy STANTON. On and Off the 
Campus. Pp. 511. Minneapolis: Uni- 
versity of Minnesota Press, 1938. $4.00. 
This large and attractive book forms an 

interesting variation from precedent in his- 

torical circles. Upon Dean Ford’s election 
to the presidency of the American Histori- 
cal Society, his former students reversed 
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the usual procedure: instead of compiling 
a dedicatory volume of their own writings, 
they “garnered some products of his pen.” 
The preservation of these scattered prod- 
ucts in permanent form will delight a 
host of Dean Ford’s friends and readers 
throughout the country. 

With Carl W. Rawson’s portrait of the 
Dean as a frontispiece, the book opens 
with a biographical introduction by Dr. 
George E. Vincent, former president of the 
University of Minnesota. Dr. Vincent 
sketches with colorful and human touches 
a career which has carried Guy Stanton 
Ford from a background of farm and vil- 
lage and country school in Wisconsin and 
Iowa to eminence as historian, editor, and 
university administrator. 

There are fascinating retrospects of that 
Middle West background in paragraphs 
such as “In the Days of Real Sport” and 
“Decoration Day,” which Dean Ford con- 
tributed as newspaper editorials. Then 
there are reprints of editorial forewords, 
including those written for volumes in 
“Harper’s Historical Series.” 

Characteristic of the author’s historical 
writing are reprinted articles and notes on 
modern history topics; they indicate why 
he became a leading productive scholar in 
this field. 

Called to wider duties, Dean Ford has 
served as publicist, as graduate school dean, 
and as educational administrator in na- 
tional associations and councils. On two 
occasions he was acting president of the 
University of Minnesota. From his ad- 
ministrative experience have sprung a 
dozen papers which form, in this reviewer’s 
opinion, the crowning feature of the vol- 
ume. They make this an important book. ~ 
Along with valuable factual material about 
European universities, American graduate 
and professional schools, American col- 
leges, national organizations of scholars 
and scientists, educational foundations, 


and other educational elements, Dean 
Ford gives comments and judgments 
that are penetrating and vital. Here is 


the wisdom of a true American sage, 
presented with simplicity, felicity, and 
humor. 

RaymMonD WALTERS 
. University of Cincinnati 
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ANDERSON, H. Dewey, and WALTER 
Crossy ErLLs. Alaska Natives. Pp. 
xvi, 472. Stanford University: Stanford 
University Press, 1935. $5.00. 

Ideally, any adequate system of educa- 
tion must be based on the ascertained 
needs of the people to be taught; but most 
systems of education have in practice 
grown up more or less haphazardly through 
the action and interaction of tradition, 
financial resources, supply of teachers, and 
other miscellaneous factors. The time 
comes, however, when such a jerry-built 
system fails to work and it becomes neces- 
sary for an independent educational expert 
to survey the system, point out its short- 
comings, and suggest remedies. The bat- 
tle for reform is, however, half won when 
the authority administering the educational 
system, in this case the United States Com- 
missioner for Education, sees the need for 
such a survey and causes it to be under- 
taken. Where public funds are not avail- 
able for such an undertaking—and as the 
present reviewer knows from hard expe- 
rience it is not easy to persuade unimag- 
inative treasury officials to see that scien- 
tific investigation in the social field is 
worthy of support—some other source of 
supply must be found. It is to the honor 
of American philanthropic foundations gen- 
erally that the Carnegie Corporation of 
New York quickly saw the need for some 
basic study of the educational system of 
Alaska and provided the funds. 

In dealing with an indigenous group like 
the people of Alaska, whose culture and 
needs are not the same as our own, the 
ideal members of the survey party would 
be some people, preferably natives, who 
knew the culture, and some professional 
educators. In this case apparently no com- 
petent native Alaskans could be found and 
no suitable professional anthropologists or 
sociologists were available, so one of the 
professional educators by serious study and 
by two years’ residence in Alaska prepared 
the sociological background and with the 
assistance of another equally competent 
colleague brought forth this valuable, full, 
and handsomely—even extravagantly—pro- 
duced report. Since the study was under- 
taken, the Office of Indian Affairs has 
taken over the administration of education 
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in Alaska. Its officials helped in the col- 
lecting of data and it has repeatedly shown 
itself willing to be guided in its admin- 
istrative policy by scientific research, so 
that the omens would seem favorable for 
a much needed reform in the education of 
the Alaskan natives. 

The report consists of two parts, socio- 
logical and educational. The former deals 
historically with the social development of 
the people, especially since their culture 
has been modified by the white man. 
Some of the research seems needlessly me- 
ticulous, gs for example when we are 
gravely told that “the Eskimo homes con- 
tained an average of 1.8 beds which were 
equipped with an average of 1.4 mattresses 
of Western make and were covered with 
an average of 7.1 blankets. The average 
household has 3.9 pillows.” 

The Eskimos seem to have been on the 
whole fortunaté in that the whites who 
have affected their culture are a rather 
highly selected group, particularly the mis- 
sionaries, who have had a sympathetic and 
unselfish as well as a definite attitude to- 
wards their task of acculturation; but even 
in Alaska there is evidence of some race 
prejudice, and the lot of the halfbreed here 
as elsewhere is difficult. 

Part II of the report which deals with 
education has an air of reality which is 
sometimes lacking in the sociological sec- 
tions, although here again the writers seem 
at times to be hampered with their re- 
search techniques. For example, educators 
are not yet certain what this fundamental 
ability which their mental tests seek to 
measure really is, and the authors them- 
selves seem to have their doubts about the 
reliability of the Stanford-Binet tests for 
students of so different an environment; 
yet the Binet and Goodenough tests are 
applied with a thoroughness and an in- 
dustry worthy of a better cause. After all 
this labor we are informed that “the Stan- 
ford-Binet shows a very slight increase 
with increasing contact with white civiliza- 
tion and the Goodenough shows the oppo- 
site. In neither case are the differences 
significant for the numbers used.” 

But when the authors get away from 
their academic techniques and approach 
the problems realistically, they show con- 
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clusively that these must be approached 
from the angle of what culture children 
have by inheritance and what modifica- 
tions in this culture are necessary if they 
are to take their place in the world today. 
Reform must therefore begin with the cur- 
riculum and methods of teaching, and here 
the criticism of the existing situation and 
the reforms proposed are admirable. The 
course of study having been determined 
upon, it is not difficult to deal with such 
questions as the types of teachers to be 
used, the salaries necessary to attract the 
right men and women, and a cordination 
of the administration so that all the gov- 
ernment and mission agencies will have a 
common objective and will co-operate with 
one another. 

This volume of some 466 double-column 
pages, four maps, 20 plates, 177 tables, and 
97 figures (obviously money was of no ac- 
count in the days of King’ Anderson and 
Eells) is the most complete socio-educa- 
tional survey the reviewer has ever seen. 
_ It is full of horse sense, wise experience, 
and fruitful suggestion, even though ‘at 
times it smells abominally of the academic 
lamp. 

CHARLES T. Loram 

Yale University 


CHENAULT, LAwRENCE R. The Puerto 
Rican Migrant in New York City. Pp. 
xii, 190. New York: Columbia Univer- 
sity Press, 1938. $2.25. 

The Puerto Rican is one of the last of 
the culture groups to migrate to America. 
In a literal sense he is not an immigrant, 
as he has been a citizen of the United 
States since 1917; actually, his problem of 
adjustment is greater than that of the for- 
eign migrant, because of his difference of 
race and the cultural background from 
which he comes. 

Although the 1930 census reports the 
population of the island to be 74.3 per 
cent white and 25.7 per cent colored, the 
author states that “the fusion of the In- 
dian, Spanish and Negro elements is so 
complete that in many cases it is impos- 
sible to tell which one dominates.” The 
total population of over 1,700,000 lives on 
an island area of 2,200,000 acrés—a popu- 
lation density more than twelve times 
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greater than that of the United States and 
more than three times the density per 
acre of improved land. More than 70 per 
cent of the population is rural, the great 
majority being landless agricultural work- 
ers receiving less than five dollars a week. 
Although some few native foods are raised, 
the dominance of the sugar industry pre- 
vents economic independence, and 98 per 
cent of all imports come from the United 
States. Thus the living cost of the native 
is high, keeping the majority in dire pov- 
erty. The population of the island in- 
creased 18 per cent from 1899 to 1930 and 
12 per cent between 1930 and 1935—the 
actual increase being greater in the latter 
five years than in the former 31 years, 
The tuberculosis mortality rate is higher 
than in any other country in the world. 
Illiteracy is still 70 per cent, and English 
is spoken by less than 25 per cent of the 
population, 

This is the Puerto Rican migrant: 75 
per cent are white but all are the product 
of intercultural mixture; he is poor, leav- 
ing a constantly increasing competitive la- 
bor market with high hopes of good wages; 
he is rural and has had little or no urban 
experience; he has had little education and 
may be illiterate; if he speaks English, it 
is with a distinct accent. Where does he 
go? Are his aspirations realized? 

It might be expected that the migrant 
would seek a warm climate and an agri- 
cultural region. Although a few Puerto 
Ricans have migrated to other regions, of 
the 53,000 in the United States in 1930, 
46,000 lived in New York State, and of 
this number approximately 45,000 were in 
New York City. There is still further fo- 
calization of the problem, as 77.3 per cent 
live in Harlem and 17.8 per cent in the 
Navy Yard district in Brooklyn. A rural 
people has become urban! 

The author describes the housing, the 
employment, and the social adjustment of 
the Puerto Rican. Without emotion and 
with facts rather than dramatic appeal, he 
presents a picture of extreme poverty, con- 
gestion in tenement areas, high mortality 
but even higher birth rates, greater delin- 
quency than other areas or many other 
groups show, unemployment many times 
greater than the Puerto Rican proportion 
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of the population, and the tool of politi- 
cians who give lip service to the nation- 
alistic movement in the homeland. 

The judicious presentation of the author, 
the complete absence of propaganda, and 
his objectivity make the data a more force- 
ful condemnation of the American policy 
in the island and the discrimination in the 
migrant’s new environment, at times overt 
but more often subtle and the more galling, 
than volumes written in vindictiveness. 
The growing interest in these minority 
groups in American life as evidenced by 
the present series of national radio broad- 
casts presented by the Department of the 
Interior, “Americans All—Immigrants All,” 
makes this a timely and significant contri- 
bution. 

Francis J. BROWN 

New York University 


Wittram, Peyruis H. South Italian Folk- 
ways in Europe and America. Pp. xviii, 
216. New Haven: Yale University 
Press, 1938. $2.50. 

This is a disappointing book. The au- 
thor’s premise is sound, namely, that the 
culture of immigrant groups is not wiped 
off on arrival at Ellis Island, but persists 
in’an adapted form even to the generations 
born in America, and that an understand- 
ing of the cultural background and forms 
- of adaptation is essential to an understand- 
ing of members of these groups. It is ap- 


propriate, moreover, that the Yale Insti-. 


tute of Human Relations should gather 
together the information which has been 
collected as a by-product of its various re- 
search projects and should publish from 
time to time volumes such as this, designed 
to be of practical use to social workers or 
others. 

Unfortunately, however, the present vol- 
ume is too poorly executed to serve its pur- 
pose. The parts dealing with the Italian 
background are drawn almost entirely, and 
quite uncritically, from the collected ob- 
servations of Dr. Pitré who practiced medi- 
cine in the villages of Sicily during the late 
nineteenth and early twentieth centuries. 
The part dealing with America shows no 
discrimination between the items in the 
cultural background which are part of the 
experience of the emigrating generation 
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only, and the parts that constitute the en- 
during cultural tradition, shared by Ameri- 
can-born generations. It is obviously as 
irrelevant to interpret the housekeeping of 
an Italian-American born in New Haven in 
terms of the Calabrian peasant hut as to 
interpret the homes of residents of western 
cities in terms of the log cabins or sod 
houses in which their parents or grand- 
parents were born. On the other hand, 
family relationships, attitudes toward the 
state, religious traditions, and personal and 
group values, are transmitted to succeeding 
generatigns and are adapted by them to 
new and changing conditions. It is the lat- 
ter aspects of traditional South-Italian cul- 
ture that one needs to understand, not only 
as a social worker dealing with people of 
South-Italian origin, but as a student of 
American life, seeking knowledge of the 
elements that enter into the varied patterns 
of American® culture. Toward such an 
understanding, this volume contributes 
only very fragmentary data. 
CAROLINE F. WARE 
American University 


Benson, ADoLPH B., and NABOTH HEDIN 
(Eds.). Swedes in America 1638-1938. 
Pp. xvi, 614. New Haven: Yale Uni- 
versity Press, 1938. $3.00. 

To a reviewer of Swedish descent who 
has never lived in a Swedish community, 
this book is of peculiar interest. The 
identification of the Swedes with America 
for three hundred years makes them such 
an integral part of the history of the coun- 
try that separating them for study is al-. 
most academic. The book itself conforms 
to that fact by having fifteen contributing 
authors who are professors with doctor’s 
degrees, and the others specialists in some 
intellectual field. 

The general attitude is that the fact of 
origin is real and that there is some satis- 
faction to be derived from it, but that the 
professor or the inventor is interested in 
his job, and only incidentally is of Swedish 
background. Nowhere is there a trace of 
chauvinism, though perhaps some inescap- 
able pride. The historical chapters are 
good history. All the chapters are authori- 
tative, both those that deal with general 
subjects such as “The Swedish Language 
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in America” or “Geographical Distribu- 
tion” and the more specific ones on “Au- 


thors,” “Professors,” “Inventors,” and 
others. 
Although Swedish settlement began 


early, the great wave of immigration was 
in the last half of the last century. Most 
of the present achievements have been 
made either by those born in this country 
or by those who came here early in their 
lives. It is a showing of a greatly enriched 
America, but one has the feeling that the 
_enrichment came primarily because the 
people who contributed were Americans 
and incidentally Swedes. 

Like all books with numerous authors, 
this book suffers some from repetition, but 
it is so well edited that the level is uniform 
arid the purpose never lost from sight. It 


is essentially “high-brow.” One feels that ` 


the farmer and the artisan, who constitute 
the great bulk of the Swedish stock, stand 
rather far in the background. Probably 
they can best be presented in novels, 
What has been covered will not need to be 
done again. 
HERBERT ADOLPHUS MILLER 
Bryn Mawr College 


Karpr, MAURICE J. Jewish Community 
Organization in the United States. Pp. 
xv, 234. New York: Bloch Publishing 
Co., 1938. $2.00. ; 
To one unacquainted with Jewish cus- 

toms, Dr. Karpf’s book makes at least two 

vivid impressions: the facility with which 

the Jewish community adapts itself and 

creates organizations to meet new condi- 
tions, and the growing tide of anti-Semitism 
in the United States. These are probably 
more impressive because neither is the ob- 
ject of the book. One merely gathers in 
reading this thoroughgoing analysis of the 
ways in which the Jewish people have or- 
ganized themselves, and the problems 
which are uniquely their own, that some of 
these problems are gratuitously placed 
upon them, not being at all inherent in the 
situation of the immigrant or the stranger, 
and that the intellectual versatility of the 

Jew handles these problems with an objec- 

tivity that comes only short of being mar- 

velous. : 
Dr. Karpf’s book is a carefully assem- 
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bled compendium’ of an immense amount 
of data gathered from all activities of Jew- 
ish people in America, from religious 
through community to relief, national and 
international, local, state, and interstate. 
Admittedly, statistics regarding Jews are 
extremely difficult because none of the 
census-taking agencies make a category of 
Jewish folks as such, so that indirect and 
sampling approaches are the only substi- 
tutes; but from these the author has gath- 
ered much provocative material. We learn 
that most institutions of higher education ` 
have a quota, sometimes formal but usually 
informal, against admission of Jewish stu- 
dents; that vocationally there are the lim- 
itations which we are accustomed to see 
applied against groups of greater social dis- 
tance than Jewish, such as teaching in the 
secondary schools and colleges where a 
Jewish person rarely reaches the rank of 
professor; that there is prejudice against 
Jewish students as interns and as lawyers. 
In addition, the effect of the depression on 
all minority groups is shown to have. fallen 
with severity upon the Jewish. In spite of 
this, the book is written with an objectivity 
and a sobriety which free it of rancor and 
even of fault-finding. 

The concentration of Jews in the largest 
cities is strikingly brought out, but here 
one would like to raise the question of 
whether the fact that a negligible per- 
centage of them occurs in towns of ten 
thousand or under is due entirely to the 
Jew’s remaining in the large city, or to 
loss of his identity when he migrates from 
centers in which there are considerable 
foci of his people. 

The survey of Jewish benevolences is an 
imposing statement of the extent and vari- 
ety of the effort of the Jews to take care 
of their own, following out the traditional 
methods of the race and also creating new 
ones to meet the situations in this country, 
such as the earliest development of fed- 
erated money raising, the creation of inter- 
state and international agencies to guide 
migration of their people, experimentation 
in land settlement, and the way in which 
the various sections of the Jewish group 
act and react upon one another in these 
philanthropic and communal projects: 

If a criticism were to be made, it would 
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be that the author exhibits a certain per- 
fectionism which, while it may be due to 
a desire to be careful and conservative in 
statement, leaves the impression of expect- 
ing too much. Neither the Jewish group 
nor the non-Jewish can wait until adequate 
knowledge regarding social problems and 
economic resources for meeting them is 
gathered, before attempting to solve them. 
It is even questionable whether precise and 
complete fact-finding is essential in the 
area of community organization or social 
welfare. It may be too expensive to se- 
cure. However, this is a minor criticism 
against a book literally encyclopedic in its 
scope and findings. 
FRANK J. BRUNO 
Washington University 


Chicago Recreation Survey 1937: Vol. I, 
Public Recreation, pp. xiv, 268; Vol. II, 
Commercial Recreation, pp. viii, 167. 
Chicago: Chicago Recreation Commis- 
sion, 1938. 

Beginning as a C.W.A. project sponsored 
by the Department of Sociology and An- 
thropology of Northwestern University, the 
Chicago Recreation Survey after many 
halts and changes came into the home 
stretch flying the colors of Northwestern 
University, Chicago Recreation Commis- 
sion, Works Progress Administration, Na- 
tional Youth Administration, and Illinois 
Emergency Relief Commission. North- 
western University and the Chicago Recre- 
ation Commission acted as co-sponsors, 
while W.P.A., N.Y.A., and LE.R.C. lent 
the usual helping hand. 

The two volumes of the survey so far 
published (more are promised) make an 
inventory of public and commercialized 
recreational facilities and opportunities in 
Chicago as of the period 1934 to 1938. 
Much historical detail, some of it very 
interesting and informative, paints the 
background for the present developmental 
status of public and commercialized recre- 
ation in Chicago. 

Taken in aggregate, the survey presents 
a record of the gigantic proportions to 
which the patterns of and provisions for 
recreational activity have grown in the 
modern American city. The social sur- 
veyors hardly know how adequate or op- 
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erationally effective are these facilities, but 
merely say that they are what the urban 
robots of Chicago have by way of offsetting 
the impact of the machine age, the ravages 
of dense and tense living, and the increase 
of leisure time, forced idleness, and old 
age compensation. 

The assumption of the guiding spirits of 
this survey seems to be that public recre- 
ation is good in itself and should be abun- 
dantly encouraged, while commercialized 
recreation is allowable only if purified, and 
then it must be watched for moral risks 
and hazards. In some respects, public 
recreation needs more watching than com- 
mercialized recreation (including radio), 
since the commercial forms of leisure-time 
consumption appear to be closer and more 
sensitive to the real temper of city dwell- 
ers. In fact, many phases of public recre- 
ation may be providing not what the 
masses want ebut what authorities think 
they ought to have. Obviously, ordinary 
people cannot go to Hell in their own way 
but must go to Heaven or Hell in a norma- 
tive way. If the way must be planned— 
and there seems no escape from planning— 
then a survey such as this will furnish the 
necessary background information for fu- 
ture action. 

As an inventory solely of existing recre- 
ational activities outside the home and the 
inner sanctum of personal hobbies, the Chi- 
cago Recreation Survey is unmatched for 
completeness and technical perfection. But 
some way should be found to use for sci- 
entific sociological analysis and comparison 
the excellent array of maps which plot the 
spatial distribution of various recreational 
facilities and which for the most part are 
inserted without interpretation. In its 
present form, the material in the Chicago 
Recreation Survey gains its greatest’ sig- 
nificance for students of social science 
from the well-indicated social trends into 
which frame of reference the recreational 
development in Chicago is neatly placed. 
It was admittedly impossible within the 
limits of the survey to study overt partici- 
pation in recreation and the attitudes of 
the participants toward leisure-time activi- 
ties, both of which aspects would have been 
more revealing and important than the 
brick-and-mortar morphology of recreation 
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The Chicago Recreation Survey, in spite 
of being a social survey, maintains a very 
pleasing objectivity which is lost only on 
few occasions, as indicated by the follow- 
ing quotations which remind one of state- 
ments of sin-chasing reformers as of old 
who so often controlled surveys: “More 
_than one ‘cheap and nasty’ dance hall has 
been put out of business not by police re- 
pression but by inability to compete with 
the opportunities offered by a settlement 
house. . . . It is not too much to say that 
in those parts of a city where adequate 
provision for recreation is made by public 
authorities, where private, agencies are alert 
and active, and where commercial amuse- 
ments are available to complete the pic- 
ture, the cruder borderline types of diver- 
sion like drunkenness, gambling and sex 
vice receive scant encouragement and can- 
not thrive.” (Vol. IL, p. 10.3 

WALTER C. RECKLESS 
Vanderbilt University 


Sarr, Una Bernard. New Horizons for 
the Family. Pp. xiii, 772. New York: 
Macmillan Co., 1938. $4.00. 

Among the growing volume of publica- 
tions that bear witness to the relatively re- 
cent concern of sociologists with the fam- 
ily, New Horizons for the Family must 
claim an honored place. The book is a 
searching study of the factors making for 
family maladjustment in a swiftly changing 
social order, together with a consideration 
of the part society is playing and must 
ever-increasingly play in reinforcing those 
influences that make for satisfying family 
life while it eliminates or profoundly modi- 
fies those that contribute to friction and 
disunity. The author states that her pri- 
mary purpose is to aid bewildered students 
in understanding the present significance of 
the family to the individual and society, 
and, above all, to assist them in develop- 
ing “a broad philosophy of the family.” In 
the writer’s judgment, the “social implica- 
tions of scientific method” and “the use of 
co-operative experimental intelligence in 
social affairs,” persistently advocated by 
John Dewey, have been too long neglected. 
A, truly interpretative philosophy of the 
family must make abundant use of these 
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central principles: of Dewey. Developing 
her study of the family in this spirit, Dr. 
Sait gladly acknowledges her indebtedness 
to Dewey’s “profound and illuminating 
insight.” : 

After an introductory chapter on “Social 
Change and the Family,” the author pro- 
ceeds to consider “‘The Family in Histori- 
cal Perspective.” In this section the rela- 
tions of the family to social organization, 
religion, economics, sex, and education, 
from primitive times to the eighteenth cen- 
tury, are discussed in seven chapters. Ob- 
viously this is a new approach to the his- 
torical treatment of the family, which has 
the advantage of clarifying its relation 
through the centuries to a single social 
institution. On the other hand the discus- 
sion of so vast a subject as “The Family 
and Religion” from savage society to mod- 
ern within the scope of twenty-six pages 
must necessarily be so restricted as to run 
the danger of superficiality. , 

More valuable than the historical section 
is that on “The Modern Family” treated 
in twelve chapters. Here are discussed 
such pregnant subjects as “The Reciprocal 
Functions of Home and School” and the 
unsatisfactory functioning of both as edu- 
cational institutions; “The Assumption of 
Public Responsibility for Child Welfare”; 
and “Children in Need of Special Care and 
Protection.” A succeeding chapter treats 
of the effects of poverty, unemployment, 
bad housing, and commercial amusements 
on child welfare and development, together 
with recent social schemes for the ameli- 
oration of these influences by means of 
public housing programs, social insurance, 
and the family allowance systems of Eu- 
rope. From the child the author turns to 
woman and her changing status in England 
and America. Significant new material on 
the participation of women in humani- 
tarian movements, their entrance into 
business and industry, and the gradual im- 
provement of their education and con- 
tractual status adds to the value of these 
chapters. Sait clearly presents one of the 
baffling family problems of modern times— 
the social waste involved in denying mar- 
ried women the fullest possible participa- 
tion in significant work outside the home. 
The dilemma of the professionally trained 
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wife is objectively presented and the need 
for further experimentation in this field is 
urged. Very wisely the author declares 
that the most important change needed at 
present is “the adoption of an experimental 
attitude on the part of women toward their 
own lives.” (Italics mine.) 

There follow chapters on “Population 
and Birth Control” and “The Instability 
of the Modern Family,” “Marital Adjust- 
ments” and “The Co-operative Family,” all 
enriched with new data. A final section 
discusses problems of “Home Life,” par- 
ticularly’ homemaking and the care of chil- 
dren. The concluding chapter of the book 
entitled “New Horizons for the Family” 
briefly touches upon some of the social 
conflicts of our “pecuniary culture” and 
points out the ever widening gap between 
their “ruthless realities” and the friendly 
neighborliness of a co-operative commu- 
nity. Cause for hope exists, however, in 
the fact that now that it is possible to 
consider the family from a scientific view- 
point, a pattern may be deliberately de- 
signed which facilitates the performance 
of the family’s essential functions through 
co-operation. If such significant develop- 
ments in family life can be accomplished, 
they may serve as “a turning point in hu- 
man affairs’—the co-operative family 
pointing the way to a more co-operative 
society. 

Dr. Sait’s book is well documented and 
indexed, and its “Selected Readings” are 
chosen with discrimination. Unquestion- 
ably the most valuable contributions of 
the work, outside of the factual material, 
lie in its insistence on the need for an atti- 
tude of scientific experimentation in regard 
to the family and, further, for the formu- 
lation of a philosophy of its functions in 
contemporary society that is modifiable to 
accord with basic social changes. 

WILLYSTINE GOODSELL 

Tedchers College, Columbia University 


GALPIN, CHARLES Josian. My Drift into 
Rural Sociology. Pp. xi, 151. Univer- 
sity: Louisiana State University Press, 
1938. $1.00. 

His many friends are indebted to Dr. 
Galpin for giving them this delightful, inti- 
mate, autobiographical account of how he 
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drifted into rural sociology. Circum- 
stances and events incited this interest, but 
it was his own love of rural people and 
scientific insight that opened up the possi- 
bilities of this new field of study. He re- 
counts his early experience as a successful 
high school principal in New York State 
and how he got into the study of country 
life with Henry C. Taylor at the Univer- 
sity of Wisconsin. Here he made his first, 
and possibly most important, piece of re- 
search on “The Anatomy of An Agricul- 
tural Community in Walworth County.” 
The method which he then developed of 
identifying and analyzing a rural commu- 
nity was the first important discovery in 
the scientific study of human ecology in 
this country, and was the beginning of the 
ecological method in American sociology. 
In 1919 Dr. Galpin followed Dr. Taylor to 
the new Bureau of Agricultural Economics 
in the United “States Department of Agri- 
culture, where for fifteen years he was 
chiéf of the Division of Farm Population 
and Rural Life, a piece of pioneer work 
which is just coming to be appreciated with 
the increased interest in population. In a 
study of “The Farm Population of Eight 
Selected Counties” he showed what an ex- 
haustive analysis of the census data of 
farm population could reveal, and under 
his direction the study of the farmers’ 
standard of living was undertaken in sev- 
eral states. Dr. Galpin was successful in 
stimulating research in rural sociology at a 
number of the state agricultural experi- 
ment stations through co-operative ar- 
rangements with his office, and probably 
has done more than any one else to pro- 
mote research in this field. The book 
closes with an interesting account of his 
observations of country life in European 
countries and an appendix of correspond. 
ence with Sir Horace Plunkett, the great 
leader of rural social organization in Ire- 
land and an influential adviser of Presi- 
dent Theodore Roosevelt. 

This, is the first of a series of Rural 
Sociological Monographs published under 
the auspices of the New Rural Sociological 
Society of America by the Louisiana State 
University Press, in attractive format. 

DWIGHT SANDERSON 

Cornell University 
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Drxon, RUSSELL A., and E. KINGMAN 
EBERHART. Economics and Cultural 
Change. Pp. xi, 550. New York: Mc- 
Graw-Hill Book Co., 1938. $3.00. 


’ This is an introductory textbook and 
should be judged as such. It seeks to 
study the development of economic insti- 
tutions within the cultutal framework, and 
in so doing, to integrate several of the so- 
cial sciences. As the authors confess, it is 
wide in scope, historical in method, eco- 
nomic in emphasis, and cultural in point 
of view. 

There is a conspicuous absendée of pro- 
vincialism in the selection of the subject 
matter. A generous portion, fully one- 
fifth, is devoted to a consideration of 
“primordial” (Paleolithic and Neolithic) 
cultures. In this section, occasional purple 
passages and surprising disclosures about 
the details of Paleolithic socjal life are pos- 
sibly intended to engage the interest of the 
student reader. Thus, we are told that 
“doubtless the awescme silence and *en- 
shrouding blackness supplied the proper at- 
mosphere for the work of the Shaman” in 
the innermost recesses of the limestone 
caves in which Paleolithic man performed 
his magical rites. 

In systematic fashion, the economic in- 
stitutions of agricultural, urban, and com- 
metcial feudalism are described. The de- 
tailed, systematic, and thorough treatment 
of the merchant and craft guilds is espe- 
cially noteworthy. It provides the student 
with an unusually incisive analysis of these 
structures. The discussion of the manorial 
system would have been improved by ref- 
erence to H. S. Bennett’s recent work. 
There is a consistent effort to interpret 
these institutions in terms of the cultural 
setting which provided the goals of activi- 
ties and the regulations limiting their scope. 
An examination of the Commercial and In- 
dustrial Revolutions, wherein Toynbee’s 
classical treatment is carefully modified on 
the basis of later researches, serves as an 
introduction to the final section dealing 
with modern industrial capitalism. 

The book is largely empirical rather than 
theoretical. Occasional inaccuracies and 
limited interpretations do not seriously re- 
strict its value. It is stated that Hero of 
Alexandria thrived in, the second century 
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B.C., although historians of science have for 
some time agreed that he lived in the first 
century A.D. There is little indication that 
the Reformation played a réle in nascent 
capitalism, Weber and Tawney notwith- 
standing. The gain-motivated bourgeoisie 
presumabily derived their motivations 
from “psychological” sources or ex nihilo. 
The implications of certain developments 
for institutional change are at times not 
drawn out. Thus, the practices of dealing 
in futures and selling through samples are 
not related to the need for that great meas- 
ure of control which was involved in the 
genesis of the factory system. The out- 
moded view is advanced that the factory 
system was largely an outcome of the 
growth of machine technology, rather than 
a change in organization necessitated by 
the tightening of the market (futures and 
fixed standards), wastage of time (in the 
putting-out system), loss of material 
(greater opportunities for pilfering in the 
domestic system), and the desire of manu- 
facturers to decrease competition by com- 
pelling larger capital investments than re- 
quired in the earlier system. This is not to 
suggest that coal, iron, and steam were not 
instrumental in the spread of the factory 
system, once introduced. 

For the most part, the book is written 
simply, clearly, and effectively. Limited, 
briefly annotated bibliographies, with note- 
worthy reliance on textbooks and the En- 
cyclopaedia of the Social Sciences, may 
prove useful. As it stands, the book is 
a partly fulfilled program, but it should 
enjoy widespread use in social science ori- 
entation courses. 

ROBERT K. MERTON 

Harvard University 


Witson, Lovis R. The Geography of 
Reading. Pp. xxiv, 481. Chicago: Uni- 
versity of Chicago Press, 1938. $4.00. 
The main title of Dr. Wilson’s book does 

not fully suggest the nature of the con- 

tents. The problems with which the au- 
thor is concerned stand out more clearly 
in the subtitle: “A study of the distribu- 
tion and status of libraries in the United 

States.” The voluminous materials ‘that 

are brought together are grouped around 

five questions, and certainly give more ade- 
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quate answers to them than will anywhere 
else be found. The questions are these: 
(1) What is the extent of inequality in 
access to libraries and library resources in 
the United States? (2) What is the rela- 
tion of this inequality to the distribution 
of other agencies for the dissemination of 
ideas and cultural materials? (3) Why 
is there disparity in the distribution of 
library facilities? (4) What is the sig- 
nificance of the disparity? (5) What can 
be done to increase library resources or 
improve them? 

The bulk of the book is given over to 
the first three questions, and an astonishing 
amount of statistical and graphical material 
is introduced. Some indication of this will 
be evident from the fact that within a 
total of 442 chapter pages there are in- 
cluded 117 tables, the larger number of 
which are full-page in size and some ex- 
tending to two pages, and 173 figures, the 
larger number of which again occupy a 
single page. Upwards toward half the 
book is thus graphic or tabular. Let it be 
said at once that such a study is not easy 
reading, for it throws a heavy burden upon 
the reader in digging out for himself the 
significance of the materials. Having said 
this, let it be added that in spite of these 
handicaps, Dr. Wilson has written a book 
filled with interesting facts and containing 
innumerable suggestions for further study. 
By no means have all the implications of 
the data been drawn out, nor have they 
been worked and correlated fully; but the 
leads are there for others to follow, and 
basic data are provided. 

The third and fourth questions are 
treated in a single ten-page concluding 
chapter (without graph or figure). If 
“reading maketh the full man,” the gross 
inadequacies in facilities for reading that 
are established in the early chapters do 
have social significance, especially since the 
modern city is dependent for survival upon 
replenishing populations drawn from the 
rural areas—in which the library and read- 
ing resources are in general most inade- 
quate. Inevitably the problem of equaliz- 
ing library opportunities in introduced, and 
the solution, Dr. Wilson believes, calls for 
state and Federal participation in library 
support and less dependence upon the lo- 
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cal groups. For an adult population the 
library is perhaps no less important than 
the school for the younger age groups. 
The larger governmental units are assum- 
ing increasing responsibility for the 
schools; then why not for the libraries as 
well? 

The book is stimulating and, as sug- 
gested by the preceding paragraph, does 
raise provocative questions. It would be 
worth while for the sponsors to consider 
the desirability of issuing an abridged edi- 
tion, eliminating the mass of detail, to the 
end that the general reading public will 
have brofght sharply to attention the perti- 
nent problems that’ the author raises. 

Matcotm M. WILLEY 

University of Minnesota 


SavapjIAN, Léon. Bibliographie Balka- 
nique 1937. Pp. 118. Paris: Société 
Générale @’Imprimerie & d’Edition, 1938. 
100 fr. ° 
This is the seventh annual edition of 

Bibliographie Balkanique. Included in the 

volume are a memento encyclopédique of 

the Balkan regions and lists of recent books 
dealing with all the Balkan countries. 

There is also a section devoted to Central 

Europe. Students of the Balkan region 

will find the volume of great assistance in 

the pursuance of their studies. 
Harry N. Howarp 
Miami University 


Works PROGRESS ADMINISTRATION. Index” 
of Research Projects, Vol. I. Pp. vi, 
291. Washington, 1938. 

The results of some 2,000 research proj- 
ects carried on as part of the Federal work 
relief program are summarized briefly in a 
digest and index which has been published 
by the Works Progress Administration. 
This volume of 291 pages contains a con- 
cise statement of the principal conclusions 
of each study and an alphabetical subject 
index to the contents. The reports on 
these projects touch upon nearly every field 
of natural and social science and many of 
them have appeared in the form of articles 
in scholarly journals. However, several 
hundred of the, reports summarized in this 
index are in manuscript form, and arrange- 
ments have been made with the American 


284 


Documentation Institute whereby micro- 
film copies of the original reports will be 
furnished at nominal rates for the use of 
research specialists. A small edition of this 
volume has' been prepared for distribution 
to the larger public and university libraries, 
where it will be available for reference, and 
for government departments, industrial 
concerns, and research foundations. A 
limited supply of copies of this Index of 
Research Projects are still available. Re- 
quests should be addressed to the Works 
Progress Administration in Washington. 


CAK.D 


LETTER TO THE EDITOR 


The Editor, 
The Annals of the American Academy of 

Political and Social Science 
Dear Sir: . 

In, reviewing my book, Social Philoso- 
phies in Conflict, in THE ANNALS for Sep- 
-tember 1938, Mr. Joseph S. Roucek suc- 
ceeds, by a judicious combination of 

_ omissions, innuendoes, and misinterpreta- 
tions, in conveying a thoroughly misleading 
impression of the purpose of the book. 
The book was written for the layman; 
and my aim was to deal principally with 
the American situation, using the totali- 

>. tarian state philosophies only by way of 
` contrast. Therefore I dealt with Fascism, 

Nazism, and Communism quite summarily; 

but, inasmuch as the forecasts I made in it 
in 1937 have thus far been verified by the 
march of events, I do not think I dealt 
with the leading totalitarians erroneously. 

Mr. Roucek says, “since this is a ‘philo- 
sophical’ work, it assumes the right to deal 
with all kinds of problems of this world 
and. beyond.” ‘This statement is a plain 
untruth. Again, charging that I have but 
little understanding of “the methodological 
problems of social sciences,” he implies 
that I invoke “a supernatural theory of 
causation”; another plain untruth! He 
cites a passage as evidence that, “by impli- 
cation” I give the “coup de grace” to 

“many of. our social scientists.” The al- 

leged .implication is made plausible by 
omission of the sentence immediately pre- 
ceding the quotation, which sentence quite 
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clearly gives the bearing of what is quoted 
by Dr. Roucek. The sentence reads as 
follows: “Nothing can be more misleading 
and harmful in consequence, than to as- 
sume that the individual can be a moral 
agent apart from society.” There is no 
implication whatsoever in this whole pas- 
sage as to “social scientists’; nor have I 
anywhere questioned a value-free objectiv- 
ity in social science. The referents in the 
passage are those who object to preachers’ 
and teachers’ expressing, even outside the 
classroom or the pulpit, any views on social 
reconstruction. 

Mr. Roucek quite skillfully conveys, by 
garbling my words, the impression that my 
“superficial” accounts of Fascism, Nazism,’ 
and Communism are based on one six- 
months tour. He deliberately omits the 
fact, stated in the preface, that I made 
two tours of observation of six months 
each. He implies that my account of 
Soviet Russia is based on twelve days of 
observation. He omits to mention that in 
the bibliography, which covers sixteen 
pages, I have cited: on Fascism, 20; on 
Nazism, 18; on Socialism and Communism, 
77; on the Soviet system, 70; primary and 
secondary sources. This is a selection 
from, at least, double the number of works 
that I have consulted on these topics. 

Mr. Roucek finds my “suggestions” to 
the dictators to promote peace by having 
a plebiscite on war very foolish. I have 
not made any suggestions to Hitler and 
Mussolini; I am not quite a blithering 
idiot. My suggestions were made to my 
own countrymen. In view of the march 
of events since 1937, I would now with- 
draw the suggestion of a plebiscite. 

After a whole series of sneering mis- 
representations, Mr. Roucek concludes 
condescendingly by saying that my book 
merits only “a polite indulgent commenda- 
tion.” I ask no “indulgence,” especially 
from reviewers, such as Mr. Roucek. 

J. A. LEIGHTON 
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FOREWORD 


We are approaching the fourth anniversary of the Social Security Act and 
discussion is actively under way regarding possible changes in the extension and 
coverage of the Act. The present volume has been designed to give the reader 
the necessary background for evaluating the various changes proposed as well as 
to make him familiar with the work already accomplished. 

Developments have been so rapid that since some of the articles in this volume 
were written, President Roosevelt has transmitted to the Congress the Final Re- 
port of the Advisory Council on Social Security. In an Appendix the reader will 
find a summary of the recommendations made in this report of the Advisory 
Council. 

Limitations of space have made it impossible to include a full presentation of 
certain governmental programs now being carried out which have a direct bearing 
on the social security of large segments of the population. These include The 
Works Progress Administration, Public Works Administration, and the relief ac- 
tivities of state and local governments. Measures relating to labor standards, 
conservation of natural resources, farm security, housing, and other matters have 
also been omitted of necessity, although they play an important part in a rounded 
program of social security in the United States. 

ISABEL GORDON CARTER 
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Some Inherent Problems of Social Sec 


By J. Douctas BROWN 


AR and want loom ever more 

menacing as the two major 
threats to democratic capitalism. Ei- 
ther international conflict or mounting 
dependency undermines the foundations 
of a social system which requires a 
freely selected leadership and self- 
disciplined co-operation. Regimenta- 
tion tempered by paternalism tends to 
replace the delicate mechanism of de- 
mocracy when insecurity diverts atten- 
tion from freedom and spiritual values 
to the job of physical survival. 

While less sudden and spectacular 
than war, the inroads of mass insecurity 
upon democratic institutions are subtle 
and devastating. Recurring depressions 
and other economic dislocations not 
only enlarge the group who demand 
more from society than they contribute, 
but increasingly accentuate the ever 
present weakness of representative gov- 
ernment toward generosity in providing 
relief. Thomas Jefferson feared the im- 
pacts of large urban populations on the 
effectiveness of democratic institutions. 
The danger which Jefferson foresaw be- 
comes acute when depression leaves mil- 
lions of unemployed persons in its wake. 

The task of a democratic government 
under capitalism is therefore to prevent 
dependency rather than to feed its 
growth—to reduce the area of pater- 
nalism and broaden the area of co- 
operative thrift. Paternalism corrodes 
freedom by the subtle process of de- 
pendency, which in turn bogs down the 
very drives of incentive and enterprise 
that make capitalism effective. Town- 
sendism, dangerous as it is in its imme- 
diate economic consequences, is still 
more menacing as a primrose path to a 
paternalistic, stagnant society. Its ap- 
peal to the insecure aged is understand- 





able. To those who are concerned in 
the future of America, it is the epitome 
of fatalism. 


THRIFT VERSUS DEPENDENCY 


With the growth of an integrated, in- 
dustrial society, the earlier methods of 
preventing dependency through reliance 
on the individual and the family unit 
must be supplemented. It becomes 
necessary to expand the area in which 
thrift operates. With the growth of the 
first friendly societies and mutual bene- 
fit associations, men sought to pool 
their savings and through sharing risks 
to make those savings more effective. 
The shift from voluntary pooling of 
savings to compulsory pooling with the 
development of social insurance did not 
alter the essential intent. If the deci- 
sion to pool savings is reached by demo- 
cratic processes, the change does not 
conflict with the concept of a free soci- 
ety. Thrift as a preventive of depend- 
ency is a habit of mind much deeper in 
human consciousness than the precise 
legal arrangements through which it op- 
erates. More essential are the assur- 
ance that thrift will be effective in at- 
taining its ends, and the need that the 
habit be encouraged through facilitat- 
ing arrangements. Like most habits, 
thrift is encouraged far more by the 
satisfactions it affords than by preach- 
ments and exhortations. 


SOCIAL INSURANCE AS AN IMPLEMEN- 
TATION OF THRIFT 


The satisfaction of thrift which social 
insurance entails is the sense of security 
against those contingencies which en- 
danger an individual and his family. 
To the individual, by the act of con- 
tributing a part of his earnings to a 
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publicly administered system, he gains 
' the satisfaction of protection against 
want and dependency. No matter how 
finespun may be the economic justi- 
fication of social insurance, in a demo- 
cratic society where men have votes it 
must afford this satisfaction to survive. 
At the same time, this satisfaction be- 
comes -the corner stone of an elaborate 
economic program to prevent depend- 
ency and its untoward implications. To 
offer free protection to all, regardless of 
thrift, runs counter to the whole deli- 
cate mechanism about which capitalism 
turns. 

In developing a social security pro- 
gram, America will continue to face the 
issue between paternalism and thrift. 
The immediate necessity of taking care 
of those already in need will give sup- 
port for the argument to avoid the com- 
plexities of social insurance by estab- 
lishing free pensions as a matter of 
right. On the other hand, foresight re- 


quires a recognition of the great dan- 


gers that lie ahead along such an ap- 
parently easy course. The harnessing 
of thrift as a means of preventing de- 
pendency requires elaborate planning 
and administration. But the resulting 
program interlocks with the human in- 
centives that have made capitalism ef- 
fective. Capitalism itself is not a 
simple system. The social security 
program which can function success- 
fully within its framework will like- 
wise be far from simple. A house is 
more complicated to construct than a 
tent; but a tent is poor comfort in the 
storms that are bound to come. 


IMPORTANCE OF DIFFERENTIALS 


To employ the motive of thrift, a 
social insurance system must in some 
degree adjust the level of protection 
afforded to the contributions made by 
the insured. The payments of uniform 
benefits to all persons covered under a 
system lessens administrative problems 


but does little to relate- protection to 
individual incentive. At the other ex- 
treme, social expediency prevents the 
payment of benefits varying as widely 
as the normal earnings of the insured. 
To avoid undue overlap of relief and 
insurance, a floor must be placed under 
the latter type of protection when af- 
forded to qualified individuals. At the 
upper end of the scale, insurance bene- 
fits cannot be sufficient to assure the 
continuance of a normal standard of 
living to persons displaced from em- 
ployment. Thrift on a pooled basis 
must be. supplemented by thrift indi- 
vidually. applied if the insured wage 
earner is to suffer no loss in standards 
when earnings cease. But within the 
range of socially expedient minimums 
and economically justifiable maximums, 
insurance benefits can be adjusted to 


previous contributions in a manner | 


which distinctly parallels individual 
incentive. 

By means oi such differentials, Amer- 
ican social insurance programs will 
avoid the difficulties experienced in the 
older British systems. With benefits re- 
lated to past wages, it is possible to pro- 
vide reasonable protection to workers of 
widely varying wage levels without re- 
ducing the incentive to return to em- 
ployment or to exercise self-encouraged 
thrift. No matter at what level flat 
rates of benefit are set, such rates will 
afford inadequate protection for some 
while approximating full wages for 
others. With wide differentials in 
wages among geographical regions, as 
well as between the unskilled and the 
skilled, flat rates of benefits would be 
particularly inappropriate in this coun- 
try. The adoption of dependents’ al- 
lowances to supplement flat benefits 
tends to make economic difficulties all 
the more serious, since the lower-paid 
worker with a large family may lose 
all incentive to return to employment. 


Differentials in social insurance bene- 
2 
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fits are a political as well as an eco- 
nomic necessity in this country. A 
most important group in a democratic 
society is that which performs profes- 
sional, supervisory, clerical, or highly 
skilled services at annual incomes of 
from two to four thousand a year. In 
representative government, this group 
is influential in channeling public opin- 
ion along moderate lines. With neither 
grave fears of insecurity nor the con- 
servatism of great wealth, it constitutes 
the balancing force which controls the 
tempo of change. A social insurance 
system which leaves this group out of 
consideration is particularly vulnerable 
to objection. Already differentiated 
from the majority of employees by dint 
of personal efforts, persons of this eco- 
nomic level will view with mounting 
irritation an insurance program which 
ignores their claim for equitable treat- 
ment. The importance of this group in 
assuring the survival of democratic cap- 
italism warrants careful consideration 
of its position. 


THE SOURCE oF FUNDS 


The thrift concept in social insur- 
ance does not warrant the assumption 
that all, or a large part, of the cost of 
insurance benefits must come directly 
from the worker. So long as benefits 
are related to previous wages and em- 
ployment, the age-old tenet that one 
must work to gain remains the premise 
of the system. Economically, the source 
of the protection, no matter how pooled, 
is still in large measure the production 
of wealth by the worker in conjunction 
with other economic agents. Psycho- 
logically, it is highly preferable that 
some share of the cost be definitely as- 
signed to the worker in the form of an 
employee contribution. As an educa- 
tional force, employee contributions en- 
hance public understanding of the dis- 
tinction between social insurance and 
paternalism. In a democratic society, 


they serve politically as a means of 
controlling the degree of liberality of 
benefits, encouraging more adequate 
levels when employees accept direct tax- 
ation, and restraining extravagant pro- 
vision at the cost of excessive charges. 
While the trend appears to be in the 
opposite direction for the present, it is 
probable that in the years to come the 
wage earner in America will increas- 
ingly recognize the advantage to him of 
direct financial participation in social 
insurance programs. Although the ra- 
tio between employer and employee 
contributions may properly vary from 
one type of insurance to another, the 
principle of joint contribution seems 
generally significant. 

While the emphasis upon thrift and 
incentive as a justification of social in- 
surance appears to warrant the require- 
ment of employee contributions, the 
same emphasis would on first blush 
seem to be in conflict with the principle 
of government participation in the 
financing of insurance programs. But 
like all new departures in government, 
social insurance must fit into an estab- 
lished political and economic mech- 
anism. In making such adjustment, the 
advantages of government contributions 
to a social insurance program are many. 
Particularly in the transitional stage of 
establishing social insurance, the sud- 
den assessment of the full cost of bene- 
fits on payrolls may lead to economic 
disturbances. Further, it is socially ex- 
pedient to lift persons of lower earnings 
or older ages from reliance on relief, 
despite considerable cost to the system. 
To shift the entire cost of such a step 
from general taxes to pay-roll taxes is 
both politically and economically ob- 
jectionable. If social insurance is an 
improvement over relief, it is a social 
investment which warrants the applica- 
tion of funds derived from all taxpayers 
in the community. A special advantage 
of government financial participation in 
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the case of old-age insurance is in per- 
mitting the adjustment of pay-roll taxes 
more nearly to the current cost of bene- 
fits without necessitating unreasonably 
high rates of pay-roll taxes in future 
‘years. By financing such insurance 
from both pay-roll and general taxes, 
the rise of pay-roll taxes can be more 
gradual. 


THE PROBLEM OF RESERVES 


It was an unwillingness to accept the 
principle of government contributions, 
coupled with a misunderstanding of the 
thrift concept inherent in social insur- 
ance, that led to the much belabored 
problem of large reserves under our old- 
age insurance program. To avoid a 
commitment to future government con- 
tributions, Congress established rates of 
taxes for the system sufficient to ac- 
cumulate an endowment fund against 
future needs. Such an accumulation of 
“savings” seemed to be a proper means 
of providing for the future in the same 
way that an individual protects himself 
against future needs. But the distinc- 
tions between public finance and private 
finance were overlooked. The invest- 
ment of huge amounts of tax proceeds 
in any form of securities, government 
or private, is fraught with many diffi- 
culties. What are savings to the indi- 
vidual contributor must become current 
expenditures to the government, if eco- 
nomic disturbances are to be prevented. 
Rather than divert unnecessarily large 
amounts of funds to the social insurance 
system, the aim should be to avoid ac- 
cumulations in excess of those necessary 
to safeguard the payment of benefits 
in the successive stagés of the business 
cycle. 

The paradox of individual thrift cor- 
related with government spending 
should cause less anxiety when such 
spending is in the form of paying the 
type of benefits for which the indi- 
vidual is contributing. Since the assets 


of a government are the taxable re- 
sources or incomes of the country, there 
is no need for specific earmarking of 
particular assets with which benefits 
will be paid many years hence. Rather 
there is the assumption that future con- 
tributions to the insurance system, sup- 
plemented by appropriations from gen- 
eral revenues, will be used to pay future 
benefits when these fall due. Even such 
equalizing reserves as cyclical fluctua- 
tions necessitate should be invested in 
government securities, which are but a 
recognized and negotiable lien on the 
tax capacity of the country. 

Essentially, this paradox is no differ- 
ent from that which apparently exists 
whenever saving and investment takes 
place in a complex economy. Through 
thrift, a person accumulates what is to 
him the basis for security. The savings 
once invested are in effect but nego- 
tiable claims upon the income of pro- 
ductive enterprises. Under social in- 
surance, the business of the government 
is to protect and enhance the human 
resources of the country. If soundly 
operated, such a “business” should 
properly provide the basis for meeting 
future claims. 


MISAPPLICATION OF BANKING 
PRINCIPLES 


In our application of social insurance 
methods in this country we have prob- 
ably erred on the side of undue caution 
in placing elaborate restrictions on the 
disbursement of the funds accumulated 
from contributions. If the proper “in- 
vestment” of such funds is in benefits 


' to insured persons, they should not be 


diverted in large amounts to other ex- 
penditures of government. Excessive 
limitations on benefit payments such as 
now exist in most state unemployment 
insurance laws not only reduce the ef- 
fectiveness of the insurance scheme in | 
preventing dependency, but discourage 
the acceptance of the notion that social 
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insurance contributions are an effective 
vehicle of thrift. We have permitted a 
form of banking conservatism to lead 
us to accumulate large reserves. To 
the man in the street, such conservatism 
is confusing when he learns that the 
cash itself has really been spent for bat- 
tleships rather than benefits, even 
though the safest kind of securities re- 
main in the reserve. While contingency 
reserves are necessary and must be in- 
vested in some manner, they should be 
regarded as a means of facilitating the 
payment of benefits, and not as an in- 
strument of fiscal policy. 

Another manifestation of the banking 
psychology which has found its way 
into American social insurance legis- 
lation is the “money-back” feature in 
our present old-age insurance program. 
Probably public opinion in 1935 re- 
quired some such arrangement to avoid 
apparent injustice to contributors who 
failed to qualify for annuities. But 
with the revision of the program to 
permit older persons to continue under 
coverage after 65, and the provision of 
survivors’ benefits, the social justifica- 
tion of such rebates disappears. It is 
not the function of social insurance to 
reward thrift by a lump-sum return of 
contributions, but rather by affording 
insurance protection adjusted to the 
contingency faced. The return of sav- 
ings with interest is an important and 
socially desirable mechanism of thrift 
for which savings banks are admirably 
suited. For the great majority of our 
citizens, however, the insurance method 
is more effective in affording basic pro- 
tection against the major hazards of 
life. 


RELATION OF SOCIAL INSURANCE 
TO RELIEF 
A serious problem in the orderly de- 
velopment of social insurance in the 
United States is the wide diversity of 
standards and methods of relief admin- 


istration throughout the country. In 
its task of preventing dependency, so- 
cial insurance offers a preferred type of 
protection at the price of previous con- 
tributions. Not only should the con- 
ditions under which benefits are given | 
be made clear and definite in order 
to attract support for the insurance 
method, but the average rate of benefits 
should in the long run compare favor- 
ably with the average amount of relief 
grants. In this way the value of pre- 
vention is made apparent in individual 
terms. At the same time, adequate re- 
lief programs are necessary to avoid 
political pressure which might warp so- 
cial insurance mechanisms into relief- 
dispensing agencies. Sound insurance 
and sound relief policies strengthen 
each other. 

An immediate danger to social insur- 
ance programs in this country is the 
adoption of excessively high standards 
of payments and low standards of case 
investigation in the administration of 
old-age assistance programs in some 
jurisdictions. With sloppy and ex- 
travagant relief methods, the proper 
distinction between insurance and relief 
is soon submerged and political pater- 
nalism holds sway. On the other hand, 
inadequate old-age assistance grants 
add to the pressure to discard insurance 
methods entirely and adopt a free- 
pension system financed by Federal 
funds. For persons already old, insur- 
ance is out of the question. Only by 
sound and adequate assistance pro- - 
grams can provision for this group be 
kept from endangering the development 
of a constructive insurance program. 

But the present structure of benefits 
under our old-age insurance program 
leaves much to be desired in establish- 
ing respect for the insurance method. 
Not only is the payment of initial bene- 
fits delayed until 1942, but the average 
rate payable at that time is far from 
adequate. Further, assistance pro- 


6 THE ANNALS oF THE AMERICAN ACADEMY 


grams quite properly adjust the amount 
of grants to the needs of both husband 
and wife. Under assistance, the protec- 
tion of an aged widow is a matter of 
course where need exists. The adoption 
of an improved schedule of insurance 
benefits is critically necessary if the at- 
tractiveness of this method is to be sus- 
tained. Higher average benefits in the 
early years, wives’ allowances, widows’ 
benefits, and the acceleration of first 
payments are essential improvements if 
a proper distinction between insurance 
and assistance is to be kept before the 
American people. 

In the case of unemployment insur- 
ance also, more liberal arrangements 
are necessary if the advantages of the 
prevention of dependency are to’ be 
made clearly evident. Insurance bene- 
fits of three or four weeks’ duration of- 
fer small reward for co-operative effort 
in obtaining protection. With the es- 
tablishment of ten or more weeks of 
protection to all eligible workers, unem- 
ployment insurance would become an 
attractive thrift device. At the same 
time, with a longer lag between layoff 
and the exhaustion of benefit rights, re- 
lief programs could be more effectively 
adjusted to the changing number of 
unemployed persons. 

The relative level of benefits under 
unemployment insurance and work-re- 
lief wages also constitute a problem. 
As long as the principle of prevailing 
rates of wages is applied in work re- 
lief, a sound solution is impossible. But 
the rates of unemployment benefits now 
being paid are also unsatisfactory. Not 
only must a closer relationship to nor- 
mal weekly wages be developed, but 
probably somewhat higher maximum 
rates to meet the proportionate needs 
of skilled employees must be. estab- 
lished. Where contributions are levied 
against wages up to fifty or sixty dol- 
lars a week, it is difficult to justify max- 
imum benefits of but fifteen dollars. 


While a combination of benefits and 
relief may be necessary for lower-paid 
workers with large families, the protec- 
tion offered should certainly be suffi- 
cient to keep industrious and competent 
employees off relief for a considerable 
period of time. In the case of unem- 
ployment insurance, personal savings 
are still necessary to fill the gaps before 
and after the period during which bene- 
fits are paid. The early and frequent 
exhaustion oï savings to supplement 
benefits discourages reliance on either 
pooled or individual thrift, and leads 
to a fatalistic acceptance of relief as 
an easy way out of one’s difficulties. 


PROTECTION OF THE FAMILY UNIT 


The social security programs in- 
cluded in the Social Security Act are, 
in the main, concerned with two areas 
of protection needed by the wage earner. 
Old-age insurance, old-age assistance, 
and grants to dependent children are all 
related to the life risks of the indi- 
vidual. Dependent old age, premature 
death, or permanent and total disability 
are related more to the continued phys- 
ical effectiveness of the individual than 
to external economic relationships. 
Where the hazard is one involving per- 
manent elimination of the wage earner 
as the support of the family unit, it is 
logical to provide protection to that unit 
through dependents’ or survivors’ bene- 
fits. Unemployment insurance, on the 
other hand, is protection against the 
risk of temporarily losing one’s job. It 
is in a sense an extension of the pay 
period when external forces eliminate 
for a time the opportunity for employ- 
ment. Since unemployment insurance 
is more closely related to economic ad- 
justments, it seems socially expedient 
to depend upon those adjustments to 
relate the protection afforded to the 
needs of the family. For temporary 
periods, at least, most families can ad- 
just to an income reasonably related to 
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previous full earnings. To add depend- 
ents’ allowances to unemployment in- 
surance may distort necessary differen- 
tials between full earnings and - total 
benefits. Since relief is available in ex- 
treme cases, it seems better to avoid 
interference with economic incentives 
that are vital to self-sufficiency. 


EXTENSION OF SOCIAL INSURANCE 


At no time in its history has the so- 
cial insurance method been applied 
more rapidly than since 1935 in the 
United States. The impact of a great 
depression conditioned the country to 
startling innovations. But social insur- 
ance is a complex social mechanism 
which only gradually becomes under- 
stood and accepted by the general pop- 
ulation. A period of rapid advance 
must be followed by a period of con- 
solidation and improvement before new 
advances are warranted. Contributions 
to insurance systems involve the diver- 


sion of a part of wage income from the 
purchase of tangible goods and services 
to the purchase of security. New 
charges upon wage income, whether di- 
rect or indirect, should not be added 
more rapidly than such diversion is ac- 
ceptable to a majority of our people. 
Democracy requires a slower tempo 
than totalitarianism. No matter how 
desirable contributory insurance may 
be, the share of income it absorbs must 
not crowd too closely the other uses of 
normal earnings. The timing of the 
introduction of health insurance, the 
next step demanded in a constructive 
social security program for the United 
States, is a delicate problem of political 
economy. The answer cannot be made 
by technicians and legislators alone, but 
by the American people as a whole. So- 
cial insurance as a means of sustaining 
democratic capitalism should itself be 
developed through democratic proc- 
esses. 


J. Douglas Brown is professor of economics and di- 
rector of the Industrial Relations Section of Princeton 
University. He has been chairman of the national 
Advisory Council on Social Security, staff consultant 
to the Committee on Economic Security, and economic 
consultant to the Social Security Board. As techni- 
cal adviser to the New Jersey Social Security Com- 
mission, he participated in the drafting of the New 
Jersey Unemployment Compensation Act. He is 
chairman of the Social Security Committee of the 
Social Science Research Council. 
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NE of the characteristic features 
of modern industrial life is the 
growth of personal insecurity. With the 
rapid expansion of the industrial sys- 
tem those elements in our economy 
which make for instability have steadily 
increased; ‘consequently, an ever larger 
proportion of our population is affected 
by insecurity; yet at the same time cer- 
tain other protections which formerly 
provided a modicum of security for the 
individual have been undermined. 
When a large proportion of the Amer- 
ican population was attached to the soil 
it was to some extent protected against 
the worst effects of business depres- 
sions; however, as agriculture continues 
to decline in importance in the Ameri- 
can economy this form of security is 
steadily decreasing. So, too, the family 
was once an important institution for 
security purposes. When families were 
larger, there was less dependence upon 
the fortunes of a single member of the 
family. This not only meant numerous 
wage earners per family group, but it 
-also brought about a large degree of 
mutual aid. Aged parents could be sup- 
ported by the numerous wage-earning 
children. Unemployed sons-in-law could 
take their families back to the parental 
roof. Much of the shock of industrial 
. fluctuations could be absorbed by the 
family itself in the absence of outside 
assistance. However, the consistent 
decline of the birth rate in recent dec- 
ades has vitally altered this whole pic- 
ture. More recently, one, two and three 


children in families have been the rule; , 


the number of potential wage earners 
per family has been drastically reduced; 
and the capacity of the family to care 
for its own dependents has been mark- 

edly lessened. j 
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The one point of greatest significance 
in this connection is that these are long- 
time trends which would have worked 
themselves out in any event, but which 
have chanced to come to a head in a 
time of deep and prolonged business: de- 
pression. Had this decade been a time 
of marked business prosperity, the un- 
derlying situation might have been ob- 
scured for another decade; but as it 
happened, the basic long-time trend fac- 
tors and the temporary fluctuating fac- 
tors broke on the Nation at the same 
time, with results which we all know. 

The temporary factors making for 
trouble may soon fade; prosperity will 
some day return to the business world; 
higher production and increasing em- 
ployment are to be expected. On the 
other hand, the permanent or long-time 
factors will continue to plague us. It 
is therefore important, in taking stock 
of our national situation, to distinguish 
carefully those difficulties which may 
solve themselves in the near future, and 
those long-range maladjustments for 
which we must make more permanent 
provision. 


A DECADE oF UNEMPLOYMENT 


In industrial lands for a century 
past, periodic business depressions have’ 
given rise to widespread unemployment 
of the working population; but in our 
own country, at least, each succeeding 
wave of prosperity has largely elim- 
inated the problem, which therefore has 
come to be regarded as temporary rather 
than permanent. ‘The cyclical factors 
in unemployment have appeared to be 
dominant, with the long-time trend fac- 
tors a matter of secondary importance. 
Some uneasiness existed about the per- 
sistent underlying volume of unemploy- 
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Research. 


` ment in the United States in the decade 
immediately preceding the war, but all 
doubts disappeared in the labor short- 
age which developed in the war period. 
The problem reasserted itself in the 
postwar depression of 1921-22 and re- 
mained fairly persistent during the pros- 
perity of the 1920’s, although for a very 
brief period the feverish industrial ac- 
tivity of 1929 reduced it to small pro- 
portions. However, the decade of the 
1930’s has produced a volume of un- 
employment so large as to constitute 
our most serious social and economic 
problem. 

Chart I shows a series of unem- 
ployment estimates for the ten years 
1929-38. Striking differences as well 
as close similarities are evident in these 
estimates. In general, the broad pic- 
ture presented is essentially the same 
in all series. Unemployment was gen- 
erally low in 1929 (some curves show it 
to be almost nonexistent in the early 


autumn of 1929). As the depression 
began, unemployment rose rapidly, 
reaching a peak in March 1933, after 
which it declined somewhat irregularly 
until the summer of 1937, when a sharp 
reversal of trend took place. In the 
recent recession there was a marked 
jump in the unemployment figures to a 
peak during the summer of 1938, and 
since then another downward movement 
has taken place. 

One important point is that despite 
comparatively good business in 1936 
and 1937, unemployment was at least 
several times as great as the average in 
1929. It is this situation that has given 
rise to worries concerning “The Perma- 
nent Problem of Unemployment.” A 
clue to the situation can be found in 
the differences which exist among the 
estimates shown in the chart. While the 
fluctuations of the different curves are 
essentially similar, there is a wide gap 
all through the period between the Alex- 
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ander Hamilton Institute curve on the 
one hand and the Robert Nathan esti- 
mates on the other. In the summer of 
1938, when the Institute figures reached 
14 million, the Nathan estimates were 
somewhat in excess of 10 million. 
also, that in the 1937 Registration of 
Unemployment conducted by the Fed- 
eral Government, the voluntary registra- 
. tion showed a volume of unemployment 
about equal to two of the estimates, 
while the sample enumerative census 
showed a volume of unemployment sub- 
stantially higher. 

The fact is that the absolute figures 
of unemployment are conditioned to a 
considerable extent by special sets of 
circumstances which lessen the com- 
parability of the figures over longer 
periods of time. At any given moment 
the entire population may be divided 
into two groups: (@) gainful workers 
who expect to participate in the pro- 
ductive system in some capacity; and 
(b) non-gainful workers who do not 
intend to participate. 

Unemployment is a condition of the 
gainful workers. If these constituted a 
fixed group, the figures of unemploy- 
ment would measure the shortage in 
employment. However, the gainful 
workers are not a fixed group. There 
are always on the fringes of the labor 
. market millions of potential workers 
who may or may not desire to join the 
working population. The most familiar 
of these situations is that of the wife 
. who, as long as her husband is em- 
ployed, prefers to perform the duties of 
a housewife and homemaker, but who, 
when her husband becomes unemployed, 
herself seeks gainful employment. The 
same situation may exist for a son in 
school, or an older retired person for- 
merly dependent on the household. 

When we consider the millions of 
married women and the millions of 
older children now in school, we can 
readily appreciate the extent to which 


Note, 
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the gainful-worker population may sud- 
denly be swelled far beyond the normal 
level. In fact, the greater the unem- 
ployment, the larger the labor supply 
becomes. The 1937 Registration of 
Unemployment provided clear evidence 
on this point. It will be surprising if 
the 1940 census does not disclose an 
increase of many millions in the gainful- 
worker population during the 1930's. 
A sustained revival of prosperity 
would partially reverse the recent trend. 
When heads of families go back to per- 
manent jobs, many wives will return to 
their. homes. As families become more 
prosperous, some children will elect to 
stay longer in school; so, too, will older 
workers be better able to retire either 
on their own incomes or on those of the 
family. However, this will be a long, 
slow process. Family reserves built up 
over a lifetime have been completely 
dissipated in the last depression. The 
fear of insecurity has been firmly 
planted in many households. Marriages 
have been delayed because young peo- 
ple have been afraid to take the finan- 
cial risks involved. If it has taken a 
decade to bring about the present situa- 
tion, it may well take an equal period 
of time, under favorable business con- 
ditions, to deflate the labor supply. 
Moreover, there are other long-run fac- 
tors present in the existing situation 
which will not be reversed short of sev- 
eral decades. Some of these are set 
forth in greater detail at the end of this 


paper. 
A DECADE OF RELIEF 


Just as the 1930’s have been a decade 
of critical unemployment, they have 
also been a decade of seriously mount- 
ing relief burdens. The 1930’s have 
witnessed not only startling increases 
in the number of dependents and in the 
size of the relief bill, but also the de- 
velopment of new and improved meth- 
ods of relieving destitution. 
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Cuart II.—Relief in 116 urban areas in the United States, January 1929-October 1938 
} Earnings under Civil Works Administration of all persons employed under the pro- 


gram including the administrative staff. 


tt Earnings under Works Progress Administration of persons employed on projects within 


the areas and certified as in need of relief. 


Source: Socrat Security Boarp, Bureau of Research and Statistics, Division of Public 
Assistance Research 


Chart II, which traces the course of 
relief expenditures for public and pri- 
vate relief in 116 large urban areas of 
the United States in the ten years be- 
ginning with 1929, shows the extra- 
ordinary growth of relief costs in the 
period and gives some indication of the 
fundamental changes which have oc- 
curred in the machinery for distributing 
relief. Inasmuch as 1929 was the last 
year before the slump, the changes in 
relief since that year may be ascribed 
largely to the impact of the unemploy- 
ment crisis. Depressions, of course, 
contribute to the insecurity of unem- 
ployable groups in the population as 
well as of the gainful workers. 

The 116 urban areas represented in 
the chart are the only areas for which 
+a ten-year record of relief operations is 
available. These areas comprise 66 per 
cent of the urban population and 37 


per cent of the total population of the 
United States. The record for these 
116 cities, therefore, gives a substan- 
tially accurate picture of relief develop- 
ments in the country as a whole. In 
the main, despite important fluctua- 
tions, the trend of relief has been 
sharply upward, with frequent shifts 
in emphasis on the different types of 
relief which make up the total struc- 
ture. 

On the national scale, detailed infor- 
mation on the total volume of relief 
operations is available only since 1933, 
when the Federal Government entered 
“this business of relief.” The trend of 
monthly expenditures for the various 
types of public relief in the continental 
United States is shown in Chart ITI, 
and annual data are given in Table 1. 
For the country as a whole the record is 
essentially similar to that for the 116 
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TABLE 1—ALL PUBLIC RELIEF IN THE CONTINENTAL UNITED STATES, BY PROGRAMS, BY 
Years, 1933-38 (TRANSIENT CARE AND ADMINISTRATIVE EXPENSE EXCLUDED) ® 





Amount (in millions of dollars) 


Program 
1934 1935 1936 1937 ii mtha) 
$1,745 | $2,130 | $2,620 | $2,335 | $2,449 


80 115 217 398 420 











All public relief extended to cases...... 














Special types of public assistance?. . . 











32 65 155 311 324 





Old-age assistance........--....- 

Aid to dependent children........ 41 42 49 71 &0 

Aid to the blind. ................ 7 8). 13 16 16 
General relief 6. 7.0... 2... cece ee eee 1,114] 1,350 437 408 402 
Special programs of Federal Emer- 

gency Relief Administration?..... 28 75 € 





Earnings of persons certified as in 
need of relief employed on work 


projects’... cece ae ines 254| 1,653] 1,247 1,418 





Works Progress Administration... . 222 | 1,449; 1,100| 1,307 


Other Federal agencies?.......... 26 153 94 69 
National Youth Administration: 
Student aid............0.0005- 6 26 25 14 
Work projects............0065 25 28 28 














Adjusted earnings of persons enrolled 
in Civilian Conservation Corps*.... 

Civil Works Administration *........ 

Emergency subsistence payments to 
farmersi.. cece cence nena 





264 333 293 246 190 











a These figures do not represent the total cost of any program, because they do not include 
transient care, the cost of administration, and the cost of materials, equipment, and other items 
for work projects. Figures are partly estimated and subject to revision. 

è Figures represent payments from state and local funds in all states, plus Federal funds 
in states administering public assistance under the Social Security Act. 

¢ Figures for 1933-March 1937 from W.P.A., Division of Statistics and Economic Research. 

å Figures from W.P.A., Division of Statistics and Economic Research, include relief ex- 
tended under the F.E.R.A. for emergency education, student aid, and rural rehabilitation. 

e Less than $500,000. 

J Figures from the W.P.A., Division of Statistics and Economic Research. 

s Includes earnings of persons employed on projects financed by the Emergency Relief 
Appropriation Acts of 1935, 1936, and 1937, and the Public Works Administration Extension 
Act of 1937; and, beginning July 1938, earnings of persons employed on Farm Security Ad- 
ministration projects and on projects of other Federal agencies operating with W.P.A. allo- 
cations under the Emergency Relief Appropriation Act of 1938. 

h Figures estimated by the C.C.C. by multiplying the average monthly number of persons 
enrolled by an average of $70 per month. This average amount is based upon the amount of 
obligations incurred for cash allowances and for clothing, shelter, subsistence, and medical 
care of persons enrolled, and for certain other items. 

i Figures represent earnings of persons previously receiving relief estimated arbitrarily by 
the W.P.A. as 50 per cent of the total amount of obligations incurred for earnings from Federal 
funds under the Civil Works Program, 

i Figures from the Farm Security Administration, Rural Rehabilitation Division, represent 
the amount of grant payments certified to farmers. 
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TABLE 1a—ALL Pusiic RELIEF IN THE CONTINENTAL UNITED STATES, PERCENTAGE 
DISTRIBUTION € 





Program 


AH public -elief extended to cases...... 
Special types of public assistance®. . . 


Old-age assistance............... 
Aid tc dependent children........ 
"Aid ta the blind. ................ 


General relief¢..... Ee EUa 
Special programs of Federal Emer- 
gency Relief Administration ?..... 





Earnings of persons certified as in 
need of relief employed on work 
projectsl.... ccc. cece eee ee eee 


Works Progress Administration... . 

Other Federal agencies?.......... 

National Youth Administration: 
Student aid................0.. 


Adjusted earnings of persons enrolled 
in Civilian Conservation Corps*,... 

Civil Works Administration *........ 

Emergency subsistence payments to 
farmers < fits inaner aera a ies 
































1934 1935 1936 1937 Jao na 
100.0 | 100.0 | 100.0 | 100.0 100.0 
4.6 5.4 8.3 17.1 17.1 
19 3.0 5.9 13.3 13.2 
2.3 2.0 1.9 3.1 3.3 
4 4 > af 6 
63.8 63.5 16.7 17.5 16.4 



































a For footnote references b to j inclusive, see notes under Table 1, 


* Less than 0.1 per cent. 


Source of both tables: Socran Securiry Boarp, Bureau of Research and Statistics, Divi- 


sion of Public Assistance Research. 


cities, although the content of the two 
charts is not identical. 

A chrenological account of develop- 
ments in the field of relief during the 
decade which is now drawing to a close 
contributes to an understanding of the 
upward trends reflected by the charts. 


1The national chart is not strictly com- 
parable with the chart for the 116 urban areas, 
since it excludes private relief and includes 
certain programs for which data cannot be 
secured for the urban areas or which were 
carried on in rural areas only. In the na- 
tional chart, expenditures for the C.W.A. rep- 
resent only half of the total expenditures 
which it is estimated were extended to needy 
workers or C.W.A. projects, rather than total 
expenditures used in the urban series. 


In 1929, contrary to popular concep- 
tion at that time, the “American way” 
of giving relief was largely through the 
public agencies, and was not even then, 
as was so commonly believed, primarily 
the concern of private philanthropy. Of 
the total relief bill of $47,000,000 in the 
116 areas, public relief represented ap- 
proximately three-fourths and private 
relief about one-fourth. Roughly two- 
fifths of the bill was for aid to special 
groups of unemployables—the aged, de- 
pendent children, and the blind. The 
remainder, extended by the general re- 
lief agencies and the private agencies, 
was granted both to unemployables and 
to employables. 
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Works Progress Administration as 50 per cent of the total obligations incurred for 
earnings from Federal funds under the Civil Works Program. 


Source: Socrar Securtry Boarp, Bureau of Research and Statistics, Division of Public 
` Assistance Research 


As early as the winter of 1929-30, 
following immediately upon the stock 
market crash, the effects of depression 
were evident in increasing demands for 
aid. In the two succeeding winters 
there was a sharp rise in the volume of 
relief. The increased needs were met 
in part through private money-raising 
campaigns in the big cities, stimulated 
by the President’s Organization on Un- 
employment Relief, and in part by state 
and municipal bond issues. At that 
time it was generally believed that 
“prosperity was just around the cor- 
ner,” and the administration of emer- 
gency relief was sporadic. Many of the 
short-lived emergency committees car- 
ried on work relief programs which were 
the forerunners of the Federal work re- 
lief programs tọ be set up subsequently. 


In 1931 private funds accounted for 29 
per cent of the total outlay in the 
urban areas—the largest proportion in 
any year in the decade. In that year 
New York State established the Tempo- 
rary Emergency Relief Administration 
which was the prototype of the Federal 
Emergency Relief Administration, cre- 
ated two years later. 

In 1932 it was clear that private 
initiative was unable to meet the rising 
tide of relief need, and the Reconstruc- 
tion Finance Corporation was author- 
ized by the Congress’ to make loans to 
states and local subdivisions for relief 
purposes. The states were subsequently 
relieved of responsibility for repaying 
loan balances outstanding. In 1932, as’ 
a farm relief measure, the Federal Gov- 


ernment purchased large quantities of 
e 
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surplus wheat and cotton, and these 
staples were distributed to needy fami- 
lies by the American Red Cross which 
had long been associated with the han- 
dling of disaster relief.? Another no- 
table development in that year was the 
encampment of the bonus army in the 
District of Columbia, focusing nation- 
wide attention on the desperation of the 
unemployed and the need for attacking 
the problems of unemployment and re- 
lief on a broader front. 


In 1933 


In 1933 the trough of the depression 
was reached, and in many states and 
localities credit resources were ex- 


hausted. To pump new resources into ` 


the localities and to relieve the wide- 
spread suffering and distress, a com- 
prehensive Federal relief program was 
established by the Congress. The ac- 
knowledgment by the Federal Govern- 
ment that the relief of destitution is a 
matter of national concern was epochal. 

The first national relief agency to be 
created was the Civilian Conservation 
Corps, which has operated continuously 
since its inception in April 1933, and 
which provides work in camps for young 
men selected primarily from relief fami- 
lies. Enrollees on this constructive pro- 
gram receive both subsistence and a 
cash wage. The majority of enrollees 
are required to return a substantial 
share of their cash earnings to their 
families. Thus a considerable amount 
of home relief has been liberated 
through this channel. 

In May 1933 the Federal Emergency 
Relief Administration was set up, and 
through a grant-in-aid system funds 
were made available to state admin- 
istrations for aid to the needy in the 
cities and the rural areas. The decision 
of the F.E.R.A. to make grants only to 
public agencies was of great significance 

2 The value of these commodities is not in- 
cluded in Charts II and III or in Table 1. 

e 


in establishing relief as a public func- 
tion. The state emergency relief ad- 
ministrations operated under rules and 
regulations established by the Federal 
Emergency Relief Administration and 
conducted both a direct relief and a 
work relief program. Minor programs 
were established in 1933 for transients, 
emergency education, and student aid. 

At the end of 1933 the work relief 
part of the F.E.R.A. program came tem- 
porarily to a virtual close, and the Civil 
Works Administration was established 
to carry on a gigantic work program de- 
signed to prime the pump of industry. 
About half the employees on this all- 
Federal program, which had an employ- 
ment goal of 4,000,000, were drawn 
from the relief rolls, and half from the 
ranks of the general unemployed with- 
out reference to need. 

In 1933 the Federal Surplus Relief 
Corporation was established to pur- 
chase surplus agricultural products. 
Large quantities of surplus foodstuffs 
and cotton products have been distrib- 
uted to the needy through public and 
private relief agencies.* Surplus com- 


_Mmodities are intended to be given in 


addition to the regular relief allowance, 
but in many areas such commodities 
have undoubtedly constituted an im- 
portant share of the total relief. While 
the purchase of surplus commodities has 
been conceived as an aid to agriculture 
rather than as a human relief measure, 
commodity distribution has in fact re- 
sulted in a commissary system for han- 
dling general relief in many areas. 


In 1934 and 1935 


In 1934 the short-lived C.W.A. pro- 
gram, which lasted approximately five 
months, was abruptly terminated. The 


3 The Federal Surplus Relief Corporation 
was later called the Federal Surplus Com- 
modities Corporation. 

#The value of these products is not in- 
cluded in Charts II and III or in Table 1. 
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high cost of the program and the ad- 
ministrative difficulty of providing use- 
ful projects on such a large scale were 
factors in the closure of the program. 
Workers on C.W.A. projects who were 
able to establish need were absorbed 
into the F.E.R.A, program which con- 
tinued to operate both direct and work 
relief programs, with benefits scaled to 
budgeted family need, substantially be- 
low the C.W.A. level. The F.E.R.A. in 
1934 developed a rural rehabilitation 
program designed to meet the special 
needs of the destitute in the rural areas.® 
The development of special techniques 
for administering relief in rural areas 
and particularly in the drought belt 
was a noteworthy step forward. 

Major developments in 1935, far- 
reaching in importance, were the cre- 
ation of the Works Program and the 
passage of the Social Security Act. The 
Social Security Act, which did not be- 
come effective until 1936, marked the 
beginning of a permanent Federal relief 
plan for certain groups of unemploy- 
ables—the aged, dependent children, 
and the blind—and the development of 
a system of social insurances to care 
for the unemployed and for aged work- 
ers on retirement at 65.. 

The Works Program is a broad pro- 
gram carried on by the Works Progress 
Administration, the Public Works Ad- 
ministration, the National Youth Ad- 
ministration, and other Federal agen- 
cies. 
ment under the Works Program has 
been supplied by the W.P.A., which was 
gradually organized during the second 
half of 1935 as the F.E.R.A. was slowly 
liquidated. Although final grants-in-aid 
to the states were determined by the 
F.E.R.A. by the end of 1935, some un- 
expended balances of Federal funds re- 
mained in the states for general relief 


5 This program was later transferred to the 
Resettlement Administration and subsequently 
to the Farm Security Administration, 


The major part of the employ- . 


purposes in 1936. The care of the 
unemployables was turned back to 
the states and localities by the end of 
1935. 

The W-P.A., through state and local 
administrations, has undertaken to pro- 
vide employment for the needy unem- 
ployed on useful projects, with earnings 
at a security level. By December 1935 
the number of persons certified as in 
need of relief on W.P.A. projects 


.teached 2,600,000, and monthly earn- 


ings of these workers amounted to 
$111,000,000. As far as possible, proj- 
ects have been intended to employ the 
usual skills of the workers, and em- 
ployees have been classified as profes- 
sional and technical workers, office 
workers, project supervisors and fore- 
men, skilled workers, semiskilled work- 
ers, domestic and personal service work- 
ers, and laborers. Projects conducted 
by the W.P.A. are of the following 
types: the construction of highways, 
roads and streets, public buildings, 
parks and other recreational facilities; 
conservation; sewer systems and other 
utilities; airports and other transporta- 
tion; white-collar projects; sewing and 
other goods production; sanitation and 
health; and miscellaneous. Under the 
W.P.A. notable progress has been made 


‘in the technique of work relief admin- 


istration. 


1936 to 1938 


In 1936 the public assistance pro- 
visions of the Social Security Act be- 
came operative. In that year and sub- 
sequently, the majority of state public 
assistance programs providing aid to 
the aged, dependent children, and the 
blind were brought under the Federal 
Act, and new state legislation was en- 
acted providing for these three types of 
care. . 

The year 1937 was characterized by 
rapid growth of the public assistance 
programs and particularly of the old-age 


R 
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Cuart IV.—Index of income payments in the United States, 1929-38 
t Work relief, direct relief, social insurance benefits, and payments to veterans not ad- 


justed for seasonal variation. 
tt Excluding work relief. 


_Source:, DEPARTMENT OF Commerce, Division of Economic Research, National Income 
Section 


assistance program. Throughout the 
decade the movement for assistance to 
the aged has been gathering momentum. 
In 1937 Works Program operation con- 
tinued on a large scale, although there 
was sharp retrenchment in that form of 
relief as compared with the previous 
year. The onset of the recession was 
followed by a rapid rise in W.P.A. em- 
ployment in the last months of the year 
to counteract the serious decline in regu- 
lar employment. 

In 1938 the volume of relief expendi- 
tures reached both the high point of the 
decade and the high point of all time. 
Total obligations incurred for all types 
of relief amounted to $2,449,000,000 in 
the first ten months of the year. The 
W.P.A. program increased rapidly and 
there was further extension of the spe- 
cial types of public assistance. An im- 
portant development in 1938, not re- 


vealed by the charts, but to some extent 
affecting the course of relief expendi- 
tures, was the payment of benefits in 
thirty-one states by unemployment com- 
pensation agencies, under the provisions 
of the Social Security Act. Benefit pay- 
ments in unemployment compensation 
are made on the basis of right rather 
than need. By no means all the work- 
ers receiving benefit payments in 1938 
would have been obliged to go on relief 
if compensation had not been available, 
but the relief bill would inevitably have 
risen higher if the unemployment com- 
pensation program had not been func- 
tioning. 

The absolute growth of relief ex- 
penditures over the decade has tended 
to obscure their significance in relation 
to the total national economy. Some 
perspective on relief costs is supplied by 
Chart IV, which shows an index of 
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monthly income payments, including 
relief payments, during the past ten 
years. Although payments for direct 
and work relief have greatly increased 
over the period, the share of the na- 
tional income represented by such pay- 
ments “has remained relatively small. 
Annual relief payments per inhabitant 
amounted. to less than 50 cents in 1929 
and to $21 in 1937, as contrasted with 
total income payments per inhabitant 
of $641 and $534, respectively, in the 
two. years.® 


Advances during the decade 


Looking backward over the decade it 
is possible to gain some comprehension 
of the great advances which have been 
made in the treatment of dependency 
in this country. The 1930’s have been 
experimental years in which new tech- 
niques have been developed.and tried 
out for assisting particular groups of 
needy individuals. Relief has been rec- 
ognized as a matter of national as well 
as state and local concern. Useful work 
has become the principal method of 
caring for the needy unemployed. Spe- 
cial types of work programs have been 
devised for youth and for adults with 
different types of skills. Insurance pro- 
visions have been set up to soften the 
shock of unemployment and to keep 
workers, as far as is possible within the 
framework of an insurance system, from 
becoming dependents. There has been 
broad extension of public assistance pro- 
visions for caring for the needy aged, 
. dependent children, and the blind. Re- 
lief standards have generally been raised 
and there has been a marked trend away 
from relief in kind, which was predomi- 
nant prior to the entrance of the Fed- 
eral Government into the relief field. 
Although there have been great gains in 
the administration of relief, there have 


ë Based on data of Department of Com- 
merce, Division of Economic Research, Na- 
tional Income Section. 


also been some setbacks. The with- 
drawal of the Federal Government from 
participation in the general relief pro- 
gram has resulted in a throwback to 
the old poor-relief system in many — 
states. 

A most significant development in the 
1930’s has been the radical change in 
public attitudes toward the problem of 
dependency. These changing attitudes 
have been crystallized in legislation. 
Although at the opening of the decade 
considerable stigma attached to the re- 
ceipt of relief, the recipient of aid is no 
longer generally regarded as a social 
outcast. It is not possible to estimate 
with any reasonable degree of reliability 
the proportion of the population given 
relief at any time during the decade, but 
the proportion is certainly large. It is 
estimated that in October 1938, 21,- 
300,000 persons in 6,600,000 households 
were on the relief rolls.” 

In the next decade a major task to be 
performed is to simplify and co-ordinate 
the elaborate and cumbersome relief 
machinery which has been created in 
this decade. At present, various wel- 
fare functions at the Federal level are 
un-co-ordinated and administration at 
the state and local levels is unwieldy, 
overlapping, and duplicating. ‘The re- 
lationship of the social insurances to 
relief remains to be determined. Long- 
range and unified planning for the care 
of the needy should be effected in the 
decade of the 1940’s. The creation of 
a Federal Department of Welfare, which 
has been advocated by the President’s 
Committee on Administrative Manage- 
ment, would be instrumental in achiev- 
ing this goal. 


THE LONGER FUTURE 
As we stand on the threshold of the 
new decade we realize that the years 
immediately ahead may bring about 
substantial changes in our present situ- 


7 Social Security Bulletin, Dec. 1938, p. 37. 
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ation. Certain trends of the past dec- 
ade may be completely reversed in the 
next; nevertheless, there are other long- 
time trends which almost certainly will 
persist for many decades to come. 
These latter are the result of forces 
which may profoundly affect the Ameri- 
can economic and social system. 
Perhaps the most important of these 
long-range influences is the changing 
age distribution of the population. 
Chart V pictures the age composition 
of the American nation forty years from 
now, in 1980. Naturally, any forecast 
for so long a period of time is subject 
to a wide margin of error. The Na- 
tional Resources Committee has made 
several different estimates based upon 
different assumptions concerning the fu- 
ture trends of birth rates, death rates, 
immigration, and so forth.. The data 
presented in the chart represent esti- 


mates based upon assumptions of me- 
dium fertility, medium mortality, and 
no net immigration. If the birth rate 
should decline further or if the longevity 
of the population is improved by medi- 
cal science, the situation may be even 
worse than that portrayed in the chart. 
On the other hand, the opening up of 
the country to new waves of immigra- 
tion from abroad would alter the situ- 
ation in the reverse direction. Other 
potential influences, such as war, might 
also modify the picture set forth in the 
chart. 

The prospect, then, in the light of our 
present knowledge, is that the American 
nation is now well on the way to be- 
coming the most aged aggregation of 
people on the face of the globe. Ac- 
tually, more than one-third of the entire 
population will be 50 years of age and 
over; about one-seventh will be 65 and 
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over; and not far from one-tenth will 
be 70 and over. The age limit set in 
the Social Security Act for old-age as- 


sistance and old-age insurance is 65 ~ 


years. There are at present somewhat 
more than 8 million persons of such age 
potentially eligible in the United States; 
the outlook for 1980 is for over 22 mil- 
lion, the result of a steady increase over 
the intervening period. 

The economic burden of supporting 
one person in every seven in retirement 
status will under any circumstances be 
a most serious one—under certain cir- 
cumstances it might almost be impos- 
sible. Unless some cautious, reasonable 
measures are devised to meet this prob- 
lem long in advance (which means in 
the immediate future), there is grave 
danger that the economic system may at 
some time during the next forty years 
be practically wrecked by drastic meas- 
ures designed to provide support for the 
aged. 

Politically, the outlook is disquieting. 
The political strength of the old-age 
movement in this country has been am- 
ply demonstrated during the last few 
‘years, both in the Federal Congress and 
in many of the states. But this is only 
the beginning. In 1980 the citizens 50 
years of age and over may be able to 
count nearly as many votes as the en- 
tire voting population under that age; 
those 40 years of age and over may have 
not far from twice as many as the rest 
of the population. Without exaggera- 
tion, it may be said that the aged of 
that day will be able to dominate the 
political situation so completely that the 
only limitation on their power will be 
their own self-restraint. 


As affecting workers 


A second aspect of the population 
problem is that of the working group 
45 through 64 years of age; around 40 
million men and women (over one- 
fourth of the total) may be concen- 


trated in this age group. We are 
worried today about the employment 
difficulties of those over 45 years of 
age, but the problem today is only a 
fraction of what it will be unless there 
is made some provision for maintaining 
this group in gainful employment in 
productive industry until they can re- 
tire at 65. The industrial system will 
have to adapt itself to absorb these 
older workers instead of discarding 
them as soon as they have passed their 
prime. 

A third problem concerns a possible 
shortage of younger productive workers. 
Not much more than one-third of the 
entire population will be over 18 and 
under 45 years of age. On the women 
in this group will fall the burden of 
rearing the next generation, while the 
men of these ages must necessarily con- 
stitute the basic labor force of the coun- 
try. It is a question whether this group 
will be large enough to perform these 
functions adequately. 


As affecting children 


Finally, there will emerge the prob- 
lem of the children. Much less than 
one-fourth of the population will be un- 
der 18 years of age. With such a 
scarcity it is inconceivable that the Na- 
tion will continue to tolerate the con- 
ditions under which millions of our 
children today are living. In the future 
every child will be doubly precious, and 
every effort must be made by the com- 
munity to reduce the death rate and to 
insure the proper growth and develop- 
ment of all our children. 

Space does not permit any discussion 
of the economic effects of the above ` 
situation. The reader can supply his 
own economic analysis. It is sufficient 
to point out here that some fundamental 
changes in our economic system will al- 
most certainly be brought about in the 
process of adapting the system to the 
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needs of our future population. Abroad as a cushion in the period of readjust- 
program of social security should serve ment which lies ahead. 
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Unemployment Compensation 


By Witi1am HABER and J. J. Joseru 


NEMPLOYMENT insurance ben- 
efits are now being paid in forty- 
six American states and in Alaska, Ha- 
waii, and the District of Columbia. In 
Illinois and Montana, payments will be- 
gin July 1939. Up to November 1, 
1938, the twenty-nine states already 
paying benefits disbursed more than 
$340,000,000 to over 3,500,000 unem- 
ployed workers. It is estimated that 
about 27,500,000 workers are employed 
in the industries covered by the forty- 
eight state laws and that about 670,000 
employers contribute to the insurance 
funds. 

On November 1, 1938, a balance of 
$961,000,000 remained in the Unem- 
ployment Trust Fund to the credit of 
all states. The average weekly benefit 
for total unemployment was about $11, 
and ranged-from less than $6 in Missis- 
sippi to about $14 in Michigan. 

The tardy development of unemploy- 
ment insurance in the United States was 
due primarily to the ingrained belief 
that the problem of unemployment was 
not sufficiently significant to justify gov- 
ernmental action. That “a good man 
can always get a job” was not an iso- 
lated view. It may be an exaggeration 
to suggest that a large portion of re- 
sponsible opinion saw the causes of un- 
employment in the fact that “some folks 
won’t work.” To this traditional inter- 
pretation of unemployment must be 
added the opposition of employers and 
the fears of organized labor, whose criti- 
cal attitude toward unemployment in- 
surance continued until 1932. 

Probably the most potent obstacle to 
Federal legislation for unemployment 
insurance was the belief that the Consti- 
tution prohibited such legislation. The 
long record of adverse court opinions on 
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child labor, minimum wages, and simi- 
lar phases of social legislation discour- 
aged any attempt on behalf of unem- 
ployment insurance. The several efforts 
made in Congress between 1916 and 
1933 were not regarded seriously. 

Neither did legislation by the states 
make any headway. Each state was 
fearful that the imposition of a tax upon 
its employers would place them at a 
competitive disadvantage with employ- 
ers in other states. Although 181 un- 
employment insurance bills were pre- 
sented to state legislatures between 1916 
and 1933, only one state actually 
adopted one, and that in 1932. 

The passage of the Social Security 
Act on August 14, 1935, two titles of 
which were concerned with unemploy- 
ment compensation, was the direct im- 
petus for the enactment of unemploy- 
ment compensation in all the states by 
June 1937. 


SOCIAL SECURITY ACT 


The major objective of the unemploy- 
ment insurance provisions of the Social 
Security Act was to prod the states to 
enact legislation. By two different in- 
ducements, the Federal Government 
overcame the fear of interstate competi- 
tion. First, competitive costs to em- 
ployers were equalized by the imposi- 
tion of a uniform Federal tax, against 
which a state unemployment compensa- 
tion tax could be credited up to 90 per 
cent of the Federal tax. Second, the 
Federal Government offered to assume 
the entire burden of administrative 
costs. 

The requirements of the Social Se- 
curity Act with which a state law had 
to comply were few in number and in 
general were not intended to establish 
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" uniform standards of coverage, benefits, 

. or administration. A state law had to 
-provide that benefits be paid through 
public employment offices; that all pay- 
roll taxes be held in trust by the Secre- 
tary of the Treasury; that they could 
be expended only for unemployment 
benefits exclusive of administrative ex- 
penses; that no benefits be paid until 
two years after contributions began; 
and that claimants be protected from 
the necessity of accepting certain em- 
ployment conditions disadvantageous to 
themselves or to their labor union. 

Tn addition, to qualify for the 100 per 
cent administrative grant, a state law 
had to provide for such methods of ad- 
ministration (other than those relating 
to selection, tenure of office, and com- 

` pensation of personnel) as were found 
by the Social Security Board to be rea- 
sonably calculated to insure full pay- 
ment of unemployment compensation 
when due, opportunity for fair hearing, 
and submitting informational and statis- 
tical reports to the Board and to other 
Federal agencies as required. 


STATE Laws 


Whatever may be said in criticism of 
the tax-offset process, it must be granted 
that it was an effective device in secur- 
ing state legislation. Within two years 
after the passage of the Social Security 
Act, unemployment compensation laws 
were enacted in the forty-eight states, 

. the District of Columbia, Alaska, and 
Hawaii—a legislative record unsur- 
passed in speed and comprehensiveness 
in the history of American social legis- 
lation. 

The ten required standards laid down 
in the Social Security Act do little more 
than guarantee the safety of the funds 
and protect certain workers’ rights. In 
all other substantive provisions, the 
states had a considerable number of op- 
tions. Yt was for them to determine the 
contributors and the rate of contribu- 


tions, the coverage and exclusions by 
employment and size of firm, the type 
of fund, merit rating, the amount and 
duration of benefits, qualifications or 
disqualifications from eligibility, the 
method of calculating benefits, the 
length of the waiting period, and so on. 
Ample opportunity for experiment was 
provided. 

The provisions of the fifty-one laws 
make so complex a labyrinth that gen- 
eralizations and comparisons are diffi- 
cult. Certain trends, for the most part 
the result of the influence of the’ Fed- 
eral Act and the Social Security Board 
draft bills, are, however, clear. All the 
systems are financed by a pay-roll tax 
on employers; all but three have a uni- 
form tax rate, 2.7 per cent; only six 
states require employee contributions,* 

In forty-eight states,? these contribu- 
tions are maintained in a pooled fund - 
from which benefits are payable to all 
qualified claimants; only three states 
have individual employer reserve ac- 
counts. Forty states provide for some 
form of merit rating, a variation in the 
tax rate related to a previous employ- 
ment record. 

The coverage provisions of Title IX 
influenced many of the states to adopt 
similar exclusions. Twenty-nine laws 
cover employers of eight or more, ten 
cover employers of one or more, and the 
remainder include employers of three, 
four, five, six, seven or more. Agricul- 
tural labor, domestic service, maritime 
service, family employment, government 
workers, and service for nonprofit insti- 
tutions are excluded in practically every 
state, while some laws exclude still other _ 


1 There is a noticeable trend away from 
workers’ contributions. In 1937, ten states 
provided for employee contributions. Today, 
they are required in only six states, and there 
is agitation to repeal these. 

2“State” hereafter means unemployment 
compensation jurisdiction, including the Dis- 
trict of Columbia, Alaska, and Hawaii, a 
total of fifty-one. 
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groups. ` Most of the states, however, 
permit employers in these groups to 
come under the law voluntarily. 


COMPUTING BENEFITS 


Although the formula for computing ` 


benefits varies widely, the net result of 
whatever formula is employed in forty- 
nine states is a weekly benefit amount- 
ing to about 50 per cent of the weekly 


wage. All but two laws limit the weekly . 


benefit to a maximum of $15, and a ma- 
jority of them have a weekly minimum 
of $5. The duration of benefits in most 
states is limited to a flat 14 or 16 weeks, 
and is circumscribed, in addition, by a 
percentage of the employee’s total pre- 
vious earnings in a given period. 

In forty-five states, the amount of 
earnings serves also as a qualification 
for benefits, while the other six states 
base the qualification on the length of 
employment. In general, a worker must 
have earned about ten weeks’ wages in 
the previous year to qualify. All states 
require a waiting period prior to the 
first benefit, in most cases either two or 
three weeks. 

Almost without exception, the laws 
provide that workers are disqualified 
from benefits for leaving a job volun- 
tarily without good cause, for discharge 
for misconduct, for refusing suitable 
work, and for participation in a labor 
dispute. 

As an inducement to accept tempo- 
rary and part-time work, forty-four 
states provide for partial unemployment 
benefits, which are usually equal to the 
difference between actual earnings and 
the total unemployment benefit amount, 
plus a small addition, either $2.00 or 
one-sixth of earnings. There is also 
an assortment of provisions in regard 
to seasonal, casual, temporary, and ir- 
regular employment. 

Undoubtedly, there will be numerous 
and continuous amendments to these 
laws. With the first payment of bene- 


fits, however, the chief interest in un- 
employment compensation shifted from 
the legislative to the administrative 
phases. A consideration of the operat- 
ing problems may reveal that improved ` 
administration cannot come without'im-- 
proved laws. 


ADMINISTRATIVE PROBLEMS 


The typical provisions for computing 
benefit amounts and duration, partial 
unemployment, seasonal unemployment, 
and merit rating are often baffling 
enough to understand. In addition, the 
experience oi the past twelve months 
indicates that these provisions produce 
serious administrative problems. 

Most of these benefit-paying difficul- 
ties have arisen from the effort to main- 
tain an exact relationship between an ` 
employee’s benefits and his previous 
earnings or length of employment. Un- 
like European laws, which either pay a 
flat rate or compute the benefit in rela- 
tion to wage classes, American laws re- 
quire wage reports from every employer, 
either on a monthly or a quarterly basis, 
the posting of earnings to each em- 
ployee’s credit, and the determination 
of weekly benefit amounts as a fraction 
of weekly wages or a smaller fraction of 
the highest quarterly wages within a 
specified period. Eligibility qualifica- 
tions and duration of benefits are also 
computed on the basis of previous earn- 
ings by a series of complicated formulae 
which frequently defy simple adminis- . 
tration. 

In Michigan, for example, an em- 
ployee who has earned wages equal to 
at least fifty dollars in each of any three 
quarters out of the five completed cal- 
endar quarters immediately preceding 
the first day of his benefit year, or an 
aggregate of at least $250 in any three 
of such five calendar quarters, may re- 
ceive a weekly benefit for total unem- 
ployment equal to 4 per cent of his to- 
tal wages earned during that calendar 


x 


UNEMPLOYMENT COMPENSATION 25 


quarter in his base period in which such 
total wages were largest. However, no 
individual is entitled to receive a benefit 


which is greater than $16 or less than © 


either $7 or 6 per cent of his earnings 
during the calendar quarter upon which 
his benefit amount is determined, which- 
ever is less. Furthermore, no individual 
can receive benefits for total and partial 
unemployment occurring in any one 
benefit year aggregating in excess of six- 
teen times his most recently established 
weekly benefit amount for total unem- 
ployment, nor can he recover more than 
12.5 per cent of his total wages during 
his base period. 

Not one in a hundred workers in 
‘Michigan understands how his benefits 
are computed. And this is by far one 
of the simpler laws. 

Partial unemployment benefits may 
be even more troublesome to administer, 
though the benefit checks, ranging from 
$3.00 in some states to $7.00 in others, 
seem hardly large enough to justify the 
effort. Many of these recipients will 
have to apply for supplementary relief.* 

The determination of seasonal unem- 
ployment benefits has added further 
complications. This question is particu- 
larly acute in states like Oregon and 
Washington, where a large proportion 
of all employment is seasonal in nature. 

Interstate matters produce additional 
administrative difficulties. The fifty- 
one laws differ in the language defin- 
ing “employment,” “employer,” and 
“wages” just enough to cause confusion 
to firms whose employees move from 
state to state, and to the administrators 
themselves. In an effort to maintain 
labor mobility and to provide justice to 
workers who move, the Board promoted 


3 A comprehensive, supplementary assistance 
program, nationally administered, adequately 
financed, and fully integrated with the unem- 
ployment insurance system, must be estab- 
lished in this country, as has been found 
necessary in England. 
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the adoption of an Interstate Benefit 
Plan in which most of the states partici- 
pate. 

There have been other forms of inter- 
state co-operation, notably in the re- 
gional conferences of the twelve Social 
Security Board regions, and in the regu- 
lar meetings of the Interstate Confer- 
ence of Unemployment Compensation 
Agencies, where all types of problems 
are discussed with a view to the promo- 
tion of uniform treatment. 

Finally, merit rating condemns the 
administration of unemployment com- 
pensation to long and involved paper 
work. This topic has been reserved for 
a slightly more adequate treatment be- 
cause to many students of unemploy- 
ment compensation, merit rating dis- 
torts the very purpose of unemployment 
insurance, and because little can be 
done in the way of simplification so long 
as the present merit-rating formulae 
persist. 


MERIT RATING 


The idea of making unemployment 
insurance serve the double purpose of 
protection and prevention is not 
uniquely American. From time to time, 
provisions aimed at the stabilization of 
employment have been introduced into 
European laws, but these have been 
strictly subordinated to the protective 
function and have been abandoned when 
they came into conflict with it. 

The agitation in Wisconsin between 
1921 and 1932, which led to the adop- 
tion of the employer reserve principle 
in the law of that state, has affected the 
entire course of unemployment compen- 
sation in the United States. The vast 
majority of states have written merit 
rating provisions into their acts. These 
provisions lie at the core of our present 
complicated administration, and from 
other points of view they make the en- 
tire structure of unemployment com- 
pensation a precarious one. 
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Merit rating threatens the solvency 


« of the state funds and the effectiveness 


of the insurance principle. Under the 
present schedules of rate variations, all 
the laws allow substantial reductions to 
employers; many of them permit con- 
tributions to cease altogether. In no 
case, however, does the maximum rate 
rise above 4 per cent, and this top rate 
is imposed only when the employer’s 
account is insolvent. 

The asymmetrical nature of these 
provisions makes it a foregone conclu- 
sion that the contribution volume will 
be impaired. The state laws, therefore, 
do not penalize failure to the same de- 
gree that they reward success of stabili- 
zation. Merit rating will leave a residue 
in the insurance pool of only the poorer 
risks. 

The tax-offset plan in the Social Se- 
curity Act had removed interstate com- 
petition. Now the problem has been 
reintroduced in part by merit rating. 
Although the technique of merit rating 
is alike in all states which have explicit 
provisions, the actual content of the rate 
schedules presents the widest diversity. 
It is possible for rates to vary from 0 to 
2.7 per cent under different laws for 
businesses with precisely the same em- 
ployment record. The effect of this will 
be that industries in some states will be 
more heavily- taxed than similar indus- 
tries in other states. 

There is considerable evidence that 
merit rating has already developed prac- 
tices in employment and layoff which, 
in the effort to protect the employer’s 
‘reserve ratio, result in decreasing the 
total employment available. The hap- 
hazard inaccuracies of the reserve-ratio 
technique are being aggravated by de- 
liberate methods which lead to concen- 
trating unemployment on those workers 
who have earned fewest wage credits, to 
letting off employees at the beginning of 
a period of decline, and to spreading 
work in such a way that employees re- 


ceive just enough wages to disqualify 
them from benefits. Such practices are 
not malevolent. They grow naturally 
out of a desire to protect the employer’s 
individual balance and thus gain a re- 
duced tax rate. 

The operation of merit rating involves 
a tremendous increase in administrative 
load and expenses. The features of the 
present provisions which go to make up 
this administrative burden are: (a) the 
computation of thousands of reserve ra- 
tios; (b) the necessity of charging back 
each benefit paid out to the reserve ac- 
count of some previous employer; * (c) 
the necessity of notifying employers of 
benefits charged against them and the 
status of their reserve account; and (d) 
the increase in contested benefit claims 
resulting from an employer’s efforts to 
minimize benefit payments to former 
workers. 


Is PREVENTION POSSIBLE? 


Not even the most enthusiastic advo- 
cates of merit rating entertain much 
hope that individual employers will be 
stimulated by it to counteract the effect 
of technological and cyclical forces. 
Whatever effect it may produce will 
be confined to unemployment caused by 
internal mismanagement and abnormal 
labor turnover in seasonal industries. 
Even so, seasonal stabilization may 


4 The provisions which govern these charge- 
backs are highly complex. In Michigan, bene- 
fits are charged back only against the account 
of the most recent employer; in a number of 
other states, they may be charged back against 
the last two or three employers in inverse 
chronological order; in California, a propor- 
tion of each benefit check is charged simul- 
taneously to each of his employers during the 
base period. Most of these charging provisions 
will complicate administration not only be- 
cause of the large number of entries and wage 
information and computation necessary to de- 
cide just how much each employer’s account 
should be charged, but because many situa- 
tions will arise in which the application of the 
law is not clear and which will, therefore, cali 
for special administrative decisions. 
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mean only a more even distribution of 
the volume of production and employ- 
ment throughout the year. It will not 
reduce the total volume of unemploy- 
ment. Those who are employed will 
have more continuous employment, but 
their former partial employment expe- 
rience may be shifted to workers pre- 
viously employed at the seasonal peaks 
who may no longer have this partial em- 
.ployment. Characteristically seasonal 
industries may be reduced in number, 
but unless such stabilization efforts are 
accompanied by effective social meth- 
ods which deal with the larger causes of 
unemployment, the net volume of un- 
employment may in fact be larger as a 
result of merit rating. 

A pooled fund with merit rating is 
more akin in basic principles to the 
employer reserve law than to the pooled 
fund law. The emphasis on the pre- 
ventive rather than the protective as- 
pects of the program misrepresents the 
true role of unemployment compensa- 
tion in a system of social security. Merit 
rating is based on the presumption that 
unemployment may be controlled by the 
efforts of individual employers. It re- 
wards employers who are fortuitously 
located in stable industries, and adds 
further difficulties to those who are un- 
fortunately engaged in unstable indus- 
tries. It ignores the institutional char- 
acter of unemployment, the concept 
which finally prompted unemployment 
compensation legislation. Merit rating 
is one of the vestigial remnants of the 
older view of unemployment. 

Merit rating and the present benefit 
formulae both have this in common: 
they attempt to reward or to penalize 
an individual employer and an indi- 
vidual employee for previous employ- 
ment experience for which, as individ- 
uals, neither is responsible and which as 
individuals neither can significantly 
modify. The principle behind both, 
that of equity, is admittedly a com- 
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mendable one, but in our unemployment 
compensation laws it is applied in defi- 
ance of the realities of. the problem of 
unemployment. 

Proposals for simplifying merit rat- 
ing are concerned primarily with the 
administrative aspects of the problem. 
These suggest the possibility of using 
an employment index in place of the 
reserve ratio in determining the employ- 
er’s contribution rate; the provisions 
for a variation of rates as between in- 
dustries rather than employers; and (as 
in the so-called Cliffe plan) eliminating 
the necessity of charging back all bene- 
fit payments to individual reserve ac- 
counts. 

It may be that these or similar pro- 
posals would reduce the administrative 
difficulties prevailing under present pro- 
visions. The weaknesses of merit rat- 
ing, however, are more basic and can- 
not be corrected merely by improving 
the administrative procedures. 


SOLVENCY OF STATE FUNDS 


The first year’s experience with the 
unemployment compensation laws in the 
twenty-nine states which have been pay- 
ing benefits has not clarified the ques- 
tion of solvency. Many states, par- 
ticularly New York, Massachusetts, and 
California, have balances far in excess 
of the amounts needed to assure future 
payments. California had available as 
of September 30, 1938, over $92,000,- 
000; the balance for New York on that 
date was $117,000,000; and that of 
Massachusetts $45,000,000. 

In fact, the huge balances gave vent 
to considerable criticism. Presumably, 
the reserves accumulated during 1936 
and 1937 should have been quickly ex- 
hausted during this period of severe un- 
employment. This did not follow, and 
in thirteen benefit-paying states the 
size of the reserve had actually in- 
creased during the first six months of 
1938. 
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This result is due to one of two fac- 
tors. Either the pay-roll tax is larger 
than is necessary to maintain a solvent 
unemployment compensation system, or 
the laws are surrounded with too many 
rigid restrictions which prevent a flow 
of benefits to persons who are entitled 
to them. Whatever the cause, their ex- 
jstence resulted in some instances in 
rescinding the employee’s tax, and is 
responsible for demands by employers 
to reduce their portion of the pay-roll 
tax. 

Such reductions would be ill-advised. 
It would be more in line with the ob- 
jective of the laws to remove many of 
the restrictions now surrounding the 
payment of benefits. The imposition of 
an adequate minimum of not less than 
$8.00 per week and of a duration of not 
less than 15 weeks per year would pro- 
vide greater security and tend to re- 
duce the size of the balances in these 
states. 

These observations are primarily ap- 
plicable to the larger industrial states. 
The balances in the trust funds of the 
smaller or special-problem states have 
been adversely affected during the first 
six months of benefit payments. Dur- 
ing that period, benefit payments ex- 
ceeded current contributions in twelve 
of twenty-five states. Maine, Utah, 
West Virginia, and Rhode Island paid 
out from $1.65 to $2.06 for every dollar 
received in contributions during that 
period. 

Moreover, in those six months, these 
four states and Oregon and Maryland 
had exhausted more than 40 per cent of 
their total tax collections, including the 
contributions for the two years during 
which the Social Security Act forbade 
them to pay benefits. When merit rat- 
ing, partial benefits, and the provisions 
for seasonal unemployment go into full 
effect, the funds may be further en- 
dangered. 

Although a 2.7 per cent tax on pay 


rolls may eventually prove sufficient to 
bear.the load of unemployment compen- 
sation, some safeguards have already 
been made. Forty laws contain provi- 
sions for action in case the solvency of 
the funds becomes endangered. The 
need for a Federal reinsurance plan to 
aid those states threatened with in- 
solvency, either on the basis of a loan 
against future tax collections or as a 
grant, will be more obvious with addi- 
tional experience. A Federal unemploy- 
ment compensation act would, of course, 
avoid the risk of insolvency present in 
many of the state acts, since it would 
be on a sounder actuarial base than is 
possible in state acts alone. 


EMPLOYMENT SERVICE PROBLEMS 


One of the chief difficulties of the 
present system of unemployment com- 
pensation in the United States is the 
fact that there are no fewer than 104 
state and Federal agencies involved in 
its administration. At the core of this 
involved structure is the problem of the 
employment service. 

The administration of unemployment 
compensation must necessarily be asso- 
ciated and integrated with employment 
offices. First, there is the necessity of 
providing a work test to claimants, to 
curb malingering; and second, unem- 
ployment. insurance funds can be con- 
served by the placement of claimants 
during the waiting period, or by return- 
ing recipients to jobs before the expira- 
tion of the benefit period. 

In July 1933, the Wagner-Peyser Act 
established a Federal-state system of 
employment services. It created the 
United States Employment Service, a 
bureau in the Department of Labor, and 
charged it with the duty of allocating 
funds to the states on a fifty-fifty 
matching basis for state employment 
services which met certain requirements. 
Within two years, twenty-five states and 
the District of Columbia were co-op- 


erating with the United States Employ- 
ment Service, sharing an annual appro- 
priation of about $4,000,000. 

The new role of the Employment 
Service in the unemployment compensa- 
tion program, however, required a great 
expansion of the existing facilities. It 
was necessary to open many more of- 
fices, to enlarge existing ones, to in- 
crease personnel and greatly expand 
certain operations. 

Among the additional responsibilities 
with respect to insured workers were: 
(1) compulsory registration of all those 
claiming benefits, which increased the 
‘groups served manyfold; (2) deter- 
mination of the continuous availability 
- of an applicant for work; (3) man- 
datory determination of the usual occu- 
pation and employment status of each 
recipient of unemployment compensa- 
tion; (4) determination of the suitabil- 
ity of work offered to a benefit applicant 
or recipient; and (5) certification that 
no suitable work is available to a bene- 
fit applicant or recipient. , 

Since the Wagner-Peyser Act did not 
include provisions for the performance 
of these added responsibilities, the So- 
cial Security Board undertook to finance 
the extra costs. For the fiscal year 
1937—38, the Board paid $14,300,000, 
or about 60 per cent of the total operat- 
ing costs of the employment service. 
For the current fiscal year, it is esti- 
mated that the Board will grant about 
$25,000,000, or about 80 per cent of 
the total budget of this greatly ex- 
panded agency, over which it has no 
legal control. 

Thus, the unfortunate situation exists 
where, at the Federal level, two unre- 
lated and un-co-ordinated laws cover 
inseparable functions. At the state 
level, the employment service receives 
funds from three sources, two Federal 
and one state, with consequent conflicts; 
and at the local level, in the employ- 
ment offices themselves, an endless 
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amount of irritation and jurisdictional 
disputes frequently operate to hamper 
the benefit payment process. 

In March 1937, the Social Security 
Board and the Department of Labor 
entered into an agreement to regard the 
state employment service and the state 
unemployment compensation system as 
a unified service, and to integrate the 
work of both in regard to financing, 
methods of administration, plan of or- 
ganization, procedure, premises, stand- 
ards of operation, statistics, and train- 
ing. A Co-ordinating Committee was 
appointed to carry out the program. 

While this represented a nominally 
improved condition, confusion and con- 
troversy still characterize the relation- 
ship and it is urgently necessary to 
effectuate actual co-ordination, by plac- 
ing both services directly under one 
authority, and by financing it from 
a single source. The solution may be 
to repeal the Wagner-Peyser Act, and 
to combine placement and unemploy- 
ment compensation under a single Fed- 
eral department, either in the Depart- 
ment of Labor, the Social Security 
Board, or in some other department 
which may be created in the event that 
the reorganization bill is passed. 


FEDERAL-STATE RELATIONSHIP 


Under Title ITI of the Social Security 
Act, the Social Security Board grants to 
the state 100 per cent of the administra- 
tive costs incurred by the state agency. 
While the Board has the authority to 
determine the amount necessary for 
“proper administration,” it has been 
prohibited by Congress from inquiry 
into the methods of selection, tenure, 
and compensation of personnel. 

Obviously, administration cannot 
readily be separated from personnel, 
and since the Board finances the costs 
of administration it is directly’ con- 
cerned with the compensation of per- 
sonnel as well as with the procedures, 
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records, and detailed methods of ad- 

. ministration. To disregard these prob- 
lems would imply underwriting all costs 
incurred by the states. 

As a result, until the middle of 1938, 
the Bureau of Unemployment Compen- 
sation of the Social Security Board has 

-exercised a careful line-item control over 

all expenditures incurred by the state 
agencies. It granted funds for specific 
purposes only. 

From the very beginning, the Bureau 
rendered invaluable aid to the states in 
assisting with legislative problems in the 
original laws, in simplifying them when 
defects appeared, in recommending and 

` guiding the installation of administra- 
tive procedures as to tax collection, in- 
dustrial classification, rules and regula- 
tions, forms and records, personnel and 
merit programs—in short, in advising 
the states in the most effective methods 
of administration. 

Some states resented this activity by 
the Social Security Board. Line-item 
control of the state’s budget often pro- 
duced serious friction; the state offi- 
cials contended that such control cast 
reflection upon their competence or 
honesty. The 1938 Interstate Confer- 
ence of Unemployment Compensation 
Agencies adopted a resolution criticiz- 
ing the Social Security Board for having 
“frequently infringed upon the admin- 
istrative authority of the states.” 

Relatively strict control of state op- 
erations and budgets was probably very 
essential during the first two years of 
unemployment insurance administra- 
tion. The states were unfamiliar with 
the problem, the procedures were novel, 
the personnel was untrained. In addi- 
tion, the 100 per cent grant was a seri- 
ous temptation to extravagance. But 
there is. less justification for the con- 
tinuance of such supervisions. 

If the Federal-state system is to con- 
tinue, the Social Security Board’s Bu- 
reau of Unemployment Compensation 


must assume the leadership for develop- 
ing good standards of administration 
and legislation, and must use its influ- 
ence to secure their adoption by the 
states. Little is to be gained, in the 
long run, in continuing a meticulous 
control over state operations—unless 
the basic legislation is to be changed. 

The Social Security Board has al- 
ready taken steps to revise its proce- 
dures and to grant funds to the states 
on the basis of their compliance with 
objective standards of administration. ° 

The Federal-state relationship is 
made more difficult by the independent 
existence of the United States Employ- 
ment Service. A state’s budgetary and 
supervisory relationship is’ with both 
agencies; personnel and other adminis- 
trative problems need at least two clear- 
ances. Other Federal agencies also are 
concerned with state administration: 
the Bureau of Internal Revenue, which 
collects the Federal tax; the Railroad 
Retirement Board; the United States 
Treasury, which administers the Trust 
fund; and the Social Security Board 
itself. 

These difficulties are not inherent in 
the Federal-state relationship. They 
result partially from the absence of a 
clearly defined responsibility of the Fed- 
eral agency in regard to the state un- 
employment compensation laws. The 
grant of 100 per cent of administration 
costs implies, or inevitably makes neces- 
sary, obligations and responsibilities on 
the part of the Federal authorities be- 
yond those specifically stated in the Act. 


RAILROAD INSURANCE ACT 


The Railroad Unemployment Insur- 
ance Act, which went into effect in Octo- 
ber 1938, is significant because it is the 
first American venture in insurance by 
industry, and because it departs from 
certain principles upon which all state 
laws were patterned. The Act creates a 


national pooled-fund system of unem- 
e 
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ployment insurance for railroad work- 


ers. After July 1, 1939, this group of, 


interstate employees, formerly covered 
by the state unemployment compensa- 
tion laws, will be transferred to the 
jurisdiction of thé Railroad Retirement 
Board, and the funds previously paid 
by the railroads to the state agencies 
will be transferred to the Railroad Un- 
employment Insurance Fund. 

Although in some respects the Rail- 
road Unemployment Insurance Act is 
- similar to the state acts, there are a 
number of departures which may sug- 
gest avenues of improvement for our 
whole system. 

Since the Railroad Unemployment 
Insurance Act and the Railroad Retire- 
ment Act are identical as to coverage 
and the wage base, the possibilities of 
unified wage reporting and recording 
and tax collections are obvious. A 
similar effort should be made to match 
the coverage and wage base of Titles 
VIII and IX of the Social Security Act. 
The Towey bill, introduced in the last 
session of Congress, was an attempt to 
achieve this insofar as the wage base is 
concerned. Since this bill proposed to 
limit contributions to the first $3,000 
of wages, however, it would have elim- 
inated a source of funds for unemploy- 
ment insurance which may well be used 
to meet future benefit claims. 

Instead of the complicated earnings 
requirement for qualification for benefit 
under most of the state laws, the Rail- 
road Act provides that an employee is 
qualified if he has earned at least $150 
within a calendar year, and if he has 
been unemployed for 15 days within the 
previous six months. This is also a 
more liberal provision. 

The waiting period, benefit payments, 
and benefit duration are all computed on 
a daily basis in the Railroad Act. Ben- 
efits are paid in an amount ranging from 
$1.75 to $3.00 per day, in six 25-cent 
intervals, determined by one of the six 
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wage classes into which each railroad 
worker falls. All benefits have a flat 
duration of eighty days. ` 

Anyone familiar with the hodgepodge 
of. provisions for calculating the total 
weekly benefit and the maximum dura- 
tion of benefits under the state laws will 
recognize the improvement of the wage- 
class system, the flat duration, and the 
simplified base period. An important 
principle of unemployment insurance, 
which is recognized for the first time in 
the Railroad Act, is that low paid work- 
ers receive proportionately higher bene- 
fits than higher paid workers. 

Still other marked improvements over 
many state laws is the discard of the 
merit-rating principle, the absence of 
employee contributions (which still per- 
sist in six states), the treatment of par- 
tial unemployment, and the provisions 
for disqualification due to labor dis- 
putes. 

It may be that some of the lessons of 
the Railroad Unemployment Insurance 
Act, particularly in regard to the benefit 
structure, cannot be incorporated into 
state laws without some revision of the 
Social Security Act. The fact that the 
railroad industry is national in scope, 
has fairly steady employment, a fairly 
high wage, and is well organized by es- 
tablished trade unions, may have paved 
the way for this improved system of un- 
employment insurance. The Railroad 
Act has definite experimental value, 
especially as to the possible advantages 
of a national plan. 


A NATIONAL System 


At one time it was believed that a 
Federal unemployment compensation 
system would be unconstitutional. Since 
the Supreme Court validated the old- 
age insurance program, it may be pre- 
sumed that the constitutional issue has 
been decided favorably. Probably the 
most important remaining defense of 
the present Federal-state structure is 
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the argument, that it gives the states an 
opportunity to experiment and that un- 
employment compensation laws must be 
adapted to “local needs.” Let us briefly 
examine this contention. 

Even a cursory glance at the state 
laws will reveal that, despite hundreds 
of minute deviations, the basic provi- 
sions of the fifty-one laws are uniform. 
Only in relatively insignificant provi- 
sions, which in practice will probably 
work out the same, is there any dif- 
ferentiation. Much of this diversity, 
moreover, may be attributed to differ- 
ences in legal phraseology. It adds 
nothing to the efficacy of the laws in 
general, and contributes much in the 
way of complexity. The Social Security 
Board draft bills were the most impor- 
tant influence on state legislation, but 
no one can account for the myriad of 
deviations from the draft bills, for legis- 
lators themselves scarcely knew what 
they were voting on. 

It is difficult to escape the conclusion 
that chance has been an important fac- 
tor in the framing of the acts; their 
many inconsistencies bear this out. The 
great haste in enacting them, of course, 
helps to ‘account for this. Taking into 
consideration, however, all the exculpat- 
ing factors, we can only conclude that, 
far from bringing about state experi- 
mentation, the Federal-state system has 
resulted in fifty-one complex, duplicat- 
ing, minutely differing state administra- 
tive machines with scarcely any com- 
pensatory advantages. 

The fact that the structural provi- 
sions of the laws are so much alike in- 
dicates that no study or effort was made 
to adapt the state laws to the particular 
labor market in which they operated. 
As a result, many anomalous situations 
have arisen. 

Although the average rate of unem- 
ployment for 1930-33 varied from about 
30 per cent in such industrial states as 
Michigan, Rhode Island, and Pennsyl- 
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vania, to less than 18 per cent in such 
states as South Dakota, South Carolina, 
and Georgia, all but three laws establish 
a uniform pay-roll tax of 2.7 per cent. 
Although the average wage in manufac- 
turing establishments varied from more 
than $1,600 in Nevada and Wyoming to 
less than $700 in Georgia and South 
Carolina, the maximum weekly benefit 
rate in forty-nine of the fifty-one laws is 
$15, and the minimum weekly benefit 
rates are virtually alike in all states." 

Although all the laws exclude agricul- ° 
tural workers, in Massachusetts, Rhode 
Island, and New Jersey this provision 
removes only about 3 per cent of the 
gainfully employed from the protection 
of the plan, whereas in Mississippi it 
eliminates 66 per cent, in Arkansas 57 
per cent, and in North Dakota 56 per 
cent. Similarly, the domestic service 
exemption affects only 6.7 per cent of 
the gainfully employed population in 
South Dakota, in contrast to 17 per cent 
in Florida. 

Provisions for seasonal unemploy- 
ment show little diversity from state to 
state, although in some states more than 
one-half of all employment is seasonal, 
while in a few states there is virtually 
no seasonal factor. 


Locat CONDITIONS 


The conclusion to be drawn from 
these and similar citations is that no 
attempt has been made to relate unem- 
ployment compensation to “local condi- 
tions.” The contribution rate was not 
matched with the rate of unemployment. 
The waiting and benefit periods in gen- 
eral have no bearing on the duration of 


5 Actual payments for total unemployment 
benefits in October 1938 ranged from $5.78 in 
Mississippi to $13.39 in Michigan, although 
the benefit formulae in both states provide 
for the same proportion of average weekly 
wages. Fifty per cent of the average weekly 
wages in some states is about‘fifty cents more 
than the minimum weekly benefit provided in 
the laws. 
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UNEMPLOYMENT COMPENSATION 


unemployment. ‘The provisions for cov- 


erage bear little relation to the indus- 
trial and occupational distribution in 
the states. Benefit structures have no 
relevancy to the wage and income pat- 
terns. Size-of-firm exclusions were 
drafted without reference to the size of 
the establishments in the state. Provi- 
sions for seasonal, temporary, and casual 
workers have little connection with the 
mobility of the working population or 
the extent of part-time work. In short, 
‘ the vaunted advantages of state experi- 
mentation have failed to materialize. © 

Because of the extreme diversity in 
all the factors of the state labor mar- 
kets, from area and population to occu- 
pations and wages, the same provisions 
in different state laws operate with dif- 
ferent effect, resulting in many anoma- 
lies in administration and many inequi- 
ties to the workers. 

Seven states ® include 50.32 per cent 
of the workers covered by unemploy- 
ment compensation in the United States. 
Aside from other considerations, the fact 
that our present system has seven state 
agencies bearing one half of the load, 
while the other forty-four jurisdictions 
divide the remaining half, raises the 
question of the expediency of unemploy- 
ment compensation on a state basis. In 
brief, the state laws bear less relation- 
ship to the labor market than is neces- 
sary and desirable. To a considerable 
extent, this is due to the nonexistence of 
a “state labor market.” The pattern of 
the American labor market follows re- 
gional and national lines, and not state 
lines. 

A national system would eliminate 
many of the present difficulties, and 
might at the same time be more flexible. 
Regional jurisdictions having consider- 
able economic unity would serve as 
more adequate areas for solvency, as 
well as administration, than the present 

‘6 New York, Pennsylvania, Illinois, Ohio, 


California, Massachusetts, and Michigan. 
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state lines. It has been suggested, for 
example, that the six states of Region 
XI (Arizona, Colorado, Utah, Wyo- 
ming, Idaho, and Montana), which are 
contiguous and have a fairly uniform 
labor market pattern, could combine 
their funds and act as a single unem- 
ployment compensation jurisdiction. 
Unfortunately, previous attempts at 
uniform state legislation and the expe- 
rience with interstate compacts suggest 
that the regional approach is not pos- 
sible at this time. But a Federal plan, 


decentralized into regional funds and, 


endowed with considerable administra- 
tive latitude, might effectuate some im- 
provements along these lines. 

Other advantages would result from 
a Federal system of unemployment com- 
pensation. The administration of un- 
employment compensation and old-age 
insurance could be integrated. Broader 
pooling of funds would permit more ad- 
equate benefits and the inclusion of some 
of the poorer risks now exempted from 
state laws. In view of the experience 
under the Federal old-age insurance 
plan, uniform coverage could probably 
also be extended to employers of one or 
more. The dual system of tax collec- 
tions could be supplanted with a single 
pay-roll tax; more adequate weekly 
benefits and longer duration of payment 
could be made possible by direct Fed- 
eral contribution to the unemployment 
compensation fund, a progressive meas- 
ure in view of the probable incidence of 
the pay-roll tax on the wage earner. 
Federal personnel standards and civil 
service provisions could be applied to 
all jurisdictions; some of the unfortu- 
nate situations prevailing in several 
states where unemployment compensa- 
tion personnel is recruited on a political 
basis could be more readily avoided. 


ALTERNATIVE IMPROVEMENTS 


From a practical viewpoint, however, 
there is little likelihood that the imme- 
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diate trend will be toward a Federal un- 
employment compensation law. On the 
contrary, the fifty-one unemployment 
compensation systems now have a 
vested interest in maintaining their pres- 
ent status. In fact, they even resent the 
extent to which the Social Security 
Board supervises their operations and 
procedures. In view of this, progress 
toward improvement of the unemploy- 
ment compensation Jaws can come in 
one of three ways. 

First, improvements can be made in 
the state laws, which look primarily to- 
ward simplification of records, reports, 
computation of benefits, and adminis- 
trative procedure in general. Changes 
of this nature will no doubt be made 
wherever state legislatures are in ses- 
sion. The Social Security Board has 
suggested to the state agencies proposals 
for simplification. 

Second, more progress .can be made 
by amending Titles III and IX of the 
Social Security Act by requiring certain 
minimum provisions in the state laws in 
order to qualify for Federal grants for 
administration or for the tax-offset. 
Such provisions might contain the re- 
quirement for uniform coverage, for a 
minimum weekly benefit, for a uniform 
benefit year, and for a minimum dura- 

tion of benefits. 

' The same objectives may be accom- 
plished with a full Federal subsidy to 
the state unemployment compensation 
agencies. Such a plan would dispense 
with the duplicating system of state 
taxes; the taxes collected by the Federal 
pool could be returnable to the states 
when the state law complied with the 
minimum conditions stipulated by Con- 
gress. 

Barring a revision of the Social Se- 
curity Act in the direction indicated 
above, improvement in the unemploy- 
ment compensation system prevailing in 
the fifty-one jurisdictions will be a slow 
and laborious process. The direction 


and the speed of such improvement in 
substantive provisions and in adminis- 
tration will be influenced considerably 
by the leadership of the Social Security 
Board and its Bureau of Unemployment 
Compensation.’ 


EVALUATING THE SYSTEM 


Many of the above criticisms and 
suggestions for the improvement of the 
present structure of unemployment 
compensation in the United States have 
been directed mainly along the lines of 
administrative simplification, of co-ordi- 
nation of efforts, and of facilitating 
Federal-state relations. Some of these 
revisions may-have to precede the im- 
provement in standards of unemploy- 
ment compensation. However, it can- 
not be too strongly emphasized that the 
ultimate evaluation of the system should 
not be in terms of standards of public 
administration, but rather on the basis 
of whether it makes possible adequate 
benefits and provides a minimum stand- 
ard of living during the spells of un- 
employment which separate the job 
intervals of the normally employed. 

The emphasis in this article has pre- 
cluded the examination of certain prin- 
ciples which unemployment insurance 
should certainly follow if it is to meet 
this more important test of adequacy: 
a more liberal benefit structure, with a 
shorter waiting period; a larger weekly 
benefit and a longer duration of bene- 
fits; a relationship between the amount 
of benefit and the number of depend- 
ents; removal of some of the stringent 
qualifications now required as condi- 
tions of eligibility; co-ordination of the 
insurance scheme with the supplemen- 
tary relief programs; extension of in- 
surance to unprotected groups such as 


7 Since this article was written, the Social 
Security Board has sent to the President and 
Congress a report—Proposed Changes in the 
Social Security Act (Washington: Government 
Printing Office, 1939). See pp. 14-23. 
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agricultural labor, domestic servants, 
seamen, and employees of the govern- 
ment, of nonprofit institutions, and of 
establishments with one or more work- 
ers; and buttressing of the existing 
structure with a co-ordinated health in- 
surance system. These, after all, are 


the avenues of advance which unem- 
ployment compensation must follow if 
it is to meet its basic purposes in a sys- 
tem of social security, and such semi- 
technical simplifications as have been 
suggested in this article should serve 
only as means toward this greater end. 
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Various Government Provisions for the Unemployed 


By Emmett H. WELCH 


NEMPLOYMENT in the United 
States was nearly at its peak be- 
fore government provision for the un- 
employed was undertaken on a large 
scale. During the years 1930, 1931, 
and 1932 there were, first, the attempt 
to meet the problem by voluntary con- 
tributions; then the expansion of tradi- 
tional poor-relief facilities by city, town, 
and county governments to include pro- 
vision for the unemployed; and, finally, 
the establishment of emergency unem- 
ployment relief programs by local and 
state governmental bodies. 

Although the Reconstruction Finance 
Corporation began to make loans to 
states and their political subdivisions in 
the latter half of 1932 to furnish “re- 
lief and work relief to needy and dis- 
tressed people and to relieve the hard- 
ships resulting from unemployment,” it 
was not until the Federal Emergency 
Relief Act of 1933 was enacted and the 
Federal Emergency Relief Administra- 
tion was established that the Federal 
Government undertook to render sub- 
stantial assistance to state and local 
governments in making provision for 
the unemployed. At that time the 
number of unemployed was somewhat 
below the March-April 1933 peak. The 
number of persons in need of relief be- 
cause of unemployment, which lags 
somewhat behind the number of unem- 
ployed, was still on the increase, how- 
ever. Furthermore, the state and local 
governments were finding it impossible 
to raise: sufficient revenue by taxation 
and borrowing to continue to carry the 
entire burden. 

Four years more (1934-37) passed 
before unemployment compensation, 
provided for by the Federal Social Se- 
curity Act (1935), became a factor in 
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most of the states. There was thus a 
total of eight years of widespread un- 
employment that had to be dealt with 
entirely by provisions other than those 
contained in the Social Security Act. 
Furthermore, it should be remembered 
that these other forms of governmental 
provision for the unemployed will have 
to be continued to meet the needs of 
those not covered by unemployment 
compensation and of those covered who 
are waiting for their benefits to start or 
who have exhausted their benefits or 
whose*benefits are inadequate to meet 
their needs. Therefore it is important 
that these other forms of provision be 
examined and appraised. 

Table 1 summarizes the various pro- 
grams of governmental assistance: for 
the unemployed, other than unemploy- 
ment compensation. The period cov- 
ered starts with January 1933, since 
adequate figures on a nationwide basis 
were not available prior to that date, 
and closes with December 1937. The 
various programs will be described and 
appraised in the order in which they 
appear on the table. 


Dreect RELIEF (INCLUDING SURPLUS 
COMMODITIES) 


In spite of the deprecation of direct 
relief by work relief advocates, it is the, 
program that has repeatedly been faced 
with the problem of providing for the 
needs of the unemployed and of the 
partially employed not provided for by 
the succession of inaugurations, expan- 
sions, contractions, and liquidations of 
the various work relief programs. 

Direct relief for the unemployed has 
been provided in the form of (1) goods 
and services in kind, (2) orders on sup- 
pliers (merchants, landlords, doctors, 
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and others) for specified goods and 
services, and (3) cash relief. Eligibility 
for and amount of such grants have 
been based on need. All direct relief, 
except surplus commodities, has been 


been previously reached and that have 
not been maintained since in many 
states. 

Surplus commodities distributed from 
1933 to 1937 which were purchased by 


TABLE {—RELIEF AND EMPLOYMENT FOR THE UNEMPLOYED, CONTINENTAL UNITED STATES 

















1933-1937 
Peak Number of 
Households Aided Total Cost 
Period . 1933-37 
Type of Program Covered (Thousands 
Number of Dollars) 
(Thousands) Date 
Direct relief (including surplus : 

commodities) ...........66: Jan. 1933—Dec. 1937 3,443 Mar. 1934| 3,293,810 
Work relief employment....... Jan. 1933~Dec. 1936 2,446 Jan. 1935} 1,471,910 
Works Progress Administration ; 

employment...... Seis seinen Aug. 1935-Dec. 1937 3,095 Mar. 1936} 4,244,332 
Public Works Administration 

employment............... July 1933-Dec. 1937 614 July 1934| 2,044,368 
Civil Works Administration em- 

ployment.............-06-- Nov. 1933-July 1934 4,264 Jan. 1934 943,103 
Bureau of Public Roads em- 

ployment.................. Jan. 1933—Dec. 1937 336 June 1934) 1,144,565 
Civilian Conservation Corps 
. employment............... April 1933—Dec. 1937 506 Aug. 1935| 1,864,150 
Student Aid employment...... Dec. 1933—-Dec. 1937 442 Apr. 1937 72,591 
National Youth Administration 

employment (exclusive of Stu- 

dent Aid)... enne Sept. 1935-Dec. 1937 184 Apr. 1937 66,947 
Rural Rehabilitation Loans... .| April 1934~—Dec. 1937 335 Jan. 1937 231,281 
Resettlement projects employ- 

MENE ie eaaa E ea July 1935—Dec. 1937 70 Apr. 1935 178,719 
Relief for transients........... Feb. 1934-Aug. 1936 199 Jan. 1935 99,529 
Emergency education employ- 

MEN wicca s pad senate dele Oct. 1933—Aug. 1936 44 Mar. 1935 34,480 
Aid for self-help co-operatives. ..} Oct. 1933—July 1936 27 _ 2,839 
Other. af ocd eciasdi aie egre eee Hone — — — 2,390,828 
Total Cost..... 0... cece eee 18,083,452 

Federal funds. ............. 13,948,335 

State and local funds........ 4,135,117 








Sources: 


Special Committee to Investigate Unemployment and Relief of the United States Senate; 
Federal Emergency Relief Administration; Federal Works Progress Administration. 


administered by state and local govern- 
ments. While it was in operation, the 
Federal Emergency Relief Administra- 
tion attained, through its supervision, 
standards of direct relief administration 
throughout the Nation that had not 


the Federal Government must be con- 
sidered as a form of direct relief even 
though the commodities were purchased 
primarily as a means of removing price- 
depressing surpluses from the market, 
and only secondarily as a means of pro- 
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viding relief. The commodities distrib- 
uted have varied so widely as to quan- 
tity and type that they have never 
constituted a dependable part of the di- 
rect relief program. All commodities 
distributed were supposed to be in addi- 
tion to regular relief grants. To what 
extent they substituted for such grants, 
it is impossible to determine. 

Included in: direct relief expenditures 
in Table 1 are subsistence grants made 
to needy farmers under the Farm Se- 
curity Administration and grants made 
to Indians under the supervision of the 
Office of Indian Affairs. While there 
may be some question about classifying 
these grants as unemployment relief, 
their necessity and particularly their 
. extent have been related to the general 
unemployment situation. 

Furthermore, it should be pointed out 
that the direct relief expenditures shown 
in Table 1 include general relief grants 
+ made to households containing no em- 
ployable members. Since these house- 
holds were granted relief under state 
and local administrations established as 
the result of widespread unemployment, 
there are no figures available as to what 
. portion of the total was provided to 
unemployable households. Assistance 
granted to the aged, to the blind, and 
to dependent children under specialized 
programs for these dependents are not 
included under direct relief expendi- 
tures. 


Work RELIEF EMPLOYMENT 


Prior to the establishment of the Fed- 
eral Emergency Relief Administration, 
various state and local administrations 
inaugurated work relief programs, most 
of which were launched in accordance 
with the philosophy that “nobody 
should get ‘anything he doesn’t work 
for.” If there were worth-while proj- 
ects “at which the unemployed could be 
required to earn their keep, so much the 
better; if not, make them work, any- 


way.” In addition to the “work-or- 
starve” philosophy, there was another, 
namely, that working for relief received 
would protect the morale of the unem- 
ployed and would conserve their skills. 

With the establishment of the Fed- 
eral Emergency Relief Administration, 
funds were made available not only for 
direct relief but also for continuing the 
work relief projects. The work relief 
program prior to November 1933 may 
be summarized by the following points: ` 
(1) the work projects were undertaken 
primarily to provide employment in re- 
turn for relief, while the social and eco- 
nomic value of the projects was given 
only secondary consideration; (2) need, 
rather than ability or fitness for the 
work to be done, was the primary basis 
for selecting workers; (3) wage policies 
ranged from the payment of prevailing 
local wage rates for work performed, to 
the requirement that every employable 
person receiving relief should work a 
fixed period each week regardless of the 
amount of relief received; (4) when 
wage rates were used, a flat rate was . 
often applied to all workers regardless 
of differences in occupation or skill re- 
quired; (5) policies relating to hours 
of employment.varied from requiring an 
arbitrarily assigned number of hours of 
work per week regardless of the amount 
of relief received, to a definite work 
schedule at definite hourly rates. 

The Civil Works Administration pro- 
gram inaugurated in November 1933 
was designed to substitute a planned 
“real” work program? on projects with 
definite economic and social value for 


1 Throughout this article, the term “real 
work program,” as contrasted with work re- 
lief, is used to denote programs providing em- 
ployment with wages, hours, and other work- 
ing conditions similar to those in private 
employment, to persons selected primarily on 
the basis of ability (with secondary, if any, 
consideration being given to need), on proj- 
ects chosen solely’ on the basis of their eco- 


nomic and social valve. 
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the un-co-ordinated and unplanned work 
relief program which preceded it. Work 
relief, as a result, was out of the picture 
for a period of approximately five 
months while the C.W.A. program was 
being built up rapidly to a peak em- 
ployment of over 4,000,000 workers 
and then demobilized as rapidly as it 
had been established. 

With the termination of the C.W.A. 
program, work relief in the United 
States entered its second stage. The 
projects started but not completed un- 
der the C.W.A. program were continued 
and new projects of a similar type un- 
dertaken. Federal Emergency Relief 
Administration regulations provided 
that Federal funds could be used only 
on projects that were operated in ac- 
cordance with certain definite employ- 
ment standards: (1) all work relief 
wages should be based upon the relief 
need of the individual and/or his de- 
pendents; (2) the rate of wages should 
_ be a fair rate of pay for the work per- 
formed; (3) total compensation should 
meet the budgetary requirement of the 
relief recipient; (4) payment should be 
by check, in cash, or in kind; (5) al- 
lowance should be made on the basis of 
days’ wages, or the equivalent, for the 
hours worked; (6) where skilled per- 
sonnel was required, skilled wages for 
skilled work must be paid. 

The work relief undertaken after the 
termination of the C.W.A. was distin- 
guished from the earlier work relief ac- 
tivities by the title “Emergency Work 
Relief Program.” The projects of this 
later program were generally better 
planned and more worth while than 
those conducted before the C.W.A. 
Likewise, the establishment of definite 
standards relating to hours and wages 
was a decided improvement over the 
earlier work relief program. In spite 
of these improvements, however, it was 
still work relief, and, as such, had the 
inherent defects of all work relief pro- 
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grams as contrasted with real work 
programs. 


WOoRks PROGRESS ADMINISTRATION 
EMPLOYMENT 


In August 1935 the Federal Works 
Progress Administration program was 
launched and the announcement was 
boldly made that henceforth the Fed- 
eral Government would assume respon- 
sibility for the unemployed in need of 
relief and would fulfill that responsibil- 
ity by providing work, while the state 
and local government units would be 
expected to assume the responsibility ` 
for needy unemployables. A scale ‘of 
“security wages” and definite schedules 
of hours of work (no longer related to 
the extent of need as had been the case 
under the Emergency Work Relief Pro- 
gram) were established. 

In theory, the new program was sup- 
posed to dispense with the necessity of 
direct relief for the unemployed. Ac- . 
cordingly, Federal grants for direct re- 
lief were discontinued at the end of 
1935 and the Federal Emergency Relief 
Administration ceased to function ex- 
cept as a liquidating organization. In 
actual practice, the W.P.A. has ab- 
sorbed only a portion of the unem- 
ployed in need of relief, and the state 
and local governments have been com- 
pelled to accept the entire responsibility 
for all the unemployables and a sizable 
portion of the unemployed. Further, 
the “security wages” have turned out to 
be inadequate for large families, and as 
a result, widespread supplementation of 
W.P.A. wages has been necessary in 
those states which have attempted to 
provide anything like the actual bud- 
getary needs of the workers and their 
dependents. 

Faced with increased financial bur- 
dens if the needs of the unemployed 
were to be met on the same basis as in 
the past, some states have followed the 
lead of the Federal Government and 
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have absolved themselves of all finan- 
cial responsibility for direct relief. In 
these states the entire burden, except 
for sporadic and inadequate grants-in- 
aid, has fallen upon local governmental 
units. 

Inevitably, the standards both of re- 
‘lief and of administration which had 
been slowly built up under the super- 
vision of the Federal Emergency Relief 
Administration have been lowered or 
abandoned in many states and locali- 
ties. 

Eligibility for employment on the 
W.P.A. program is generally based on 
certification by -state and local relief or 
welfare agencies. In states where certi- 
fication of eligibility has been based on 
the actual receipt of relief or assistance, 
it has generally been required by the 
W.P.A. that the person certified must 
have been a recipient at some earlier 
date.? Such persons have been consid- 
ered eligible whether or not they were 
receiving relief at the time of certifica- 
tion. Conversely, unemployed persons 
currently receiving relief have not been 
eligible for certification unless they 
were recipients at the earlier date. 
Since these earlier dead lines have been 
periodically moved forward, and since a 
relief status has been generally neces- 
ssary in order to receive a W.P.A. as- 
signment, the unemployed who had 
managed somehow to avoid becoming 
relief recipients have been, in effect, ac- 
tually encouraged to relax their efforts. 
Furthermore, once a person is assigned 
to a W.P.A. project, reinvestigations as 
to continued need are not made in 
many states. Other members of the 
worker’s family can obtain non-W.P.A. 
employment without affecting W.P.A. 
status. In addition, the worker can 
leave the W.P.A. rolls for private em- 
ployment and return to his former 


2 For several months the certification of 
eligibility has been based on status at the time 
of certification rather than at some prior time. 


W.P.A. employment upon losing the 
private employment, without being re- 
investigated as to his current need for 
relief. 

Notwithstanding the fact that contin- 
ued eligibility for W.P.A. employment 
has not been generally based on rein- 
vestigation to determine continued need, 
the program must be classed as a work 
relief program rather than as a: real 
work program, because eligibility for 
employment has been based on original 
relief status rather than on ability. 
Furthermore, the projects have been se- 
lected and operated primarily as a 
means of- providing relief to needy un- 
employed, and secondarily as a means 
of carrying on public work that would 
have sufficient economic and social 
value in and of itself to justify its 
cost. 


PUBLIC Works ADMINISTRATION 
EMPLOYMENT 


The Public Works Administration 
was created by the National Industrial 
Recovery Act, June 16, 1933, “to pro- 
vide for the construction of certain 1 use- 
ful public works.” 

The major distinction between the 
P.W.A. program and work relief is that 
the former has as its dominant objec- 
tive the construction of useful public 
works, whereas the latter has as its ma- 
jor purpose the granting of relief. This 
distinction is of tremendous importance 
in terms of productive accomplishment, 
of the economic and social value of the 
projects undertaken, of the performance 
of the individual workers, and of the 
maintenance or acquisition of skills, 
work habits, and morale on the part of 
those employed. 


Crviz WORKS ADMINISTRATION 
EMPLOYMENT 


Regardless of its shortcomings, which 
grew largely out of the fact that the 


‘program was inaugurated and expanded 
e 
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with such speed that there was inade- 
.quate time for planning, the C.W.A. 
was a magnificent experiment. Work 
relief programs, including the W.P.A., 
represent a perversion of sound employ- 
ment principles. The C.W.A., in con- 
trast, was a large-scale employment pro- 
gram where ability and willingness, not 
need, formed the primary basis for se- 
lection. Furthermore, tenure was based 
primarily on performance—not on the 
duration of relief needs. 

It is true that because of the empha- 
sis on speed, speed, and more speed in 
getting the program under way, some of 
the projects and their operation left 
much to be desired. In objective retro- 
spect it would appear that if speed had 
not been the controlling factor; if more 
time had been allowed for preparation, 
planning, and selection of projects; if 
instead of building up to an employ- 
ment peak of 4,264,000 in nine weeks 
followed by almost complete demobi- 
lization in the following eleven weeks, 
there had been a more orderly and 
planned development at a lower em- 
ployment total—if the program had 
been allowed to develop along these 
lines, the C.W.A. program could have 
been maintained as a companion to the 
P.W.A. and direct relief programs. 


BUREAU OF PusBLIC ROADS 
EMPLOYMENT 


Of all types of public works, roads 
and highways are most adapted to pro- 
viding employment to large numbers of 
workers over a large geographical area 
within a short period of time. It is 
quite natural, therefore, that the con- 
struction and repair of public highways 
and roads has represented the largest 
proportion of the work undertaken by 
the work relief prograins, including the 
W.P.A., and by the C.W.A. In addi- 
tion to this, the Federal Bureau of Pub- 
lic Roads, in co-operation with the 
states, has financed a large emergency 
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employment program throughout the 
depression. 


CIVILIAN CONSERVATION CORPS 
EMPLOYMENT 


The Civilian Conservation Corps has 
two primary objectives: (1) that of 
providing training and employment for 
idle youths, and (2) that of conducting 
worth-while projects in the field of con- 
serving and improving natural resources 
—particularly those relating to the for- 
ests, streams, and wild life. The pre- 
vention of fire, floods, and soil erosion, 
and the development of recreational 
areas have represented a major part of 
the work. The facts that training has 
been stressed and that enrollees have 
been recruited for definite periods of 
time not related to continuing relief 
eligibility have had much to do with 
removing this program from the cate- 
gory of work relief, The environmental 
and educational aspects of the program 
have done more to preserve morale than 
regular work relief could have accom- 
plished. Furthermore, the projects un- 
dertaken have had consistent intrinsic 
merit. 


STUDENT Am EMPLOYMENT 


Student Aid was initiated by the Fed- 
eral Emergency Relief Administration. 
All nonprofit institutions of college 
grade were eligible to receive funds with 
which to employ a number of students 
allotted to each institution on the basis 
of total enrollment. The institution de- 
cided upon the type of work to be as- 
signed to the students. The work was 
not to be of a routine nature normally 
paid for with institution funds. Stu- 
dents who were financially unable to 
continue in college unless they received 
aid were eligible. 

As continued by the National Youth 
Administration, the program has pro- 
vided employment for both high school 
and college students. 
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NATIONAL YOUTH ADMINISTRATION 
EMPLOYMENT (EXCLUSIVE OF 
STUDENT Ar) 


National Youth Administration em- 
ployment represents a specialized form 
of work relief for youths. An attempt 
has been made throughout to emphasize 
the acquisition of vocational experience 
and skills on the part of the youths em- 
ployed, as well as the construction of 
projects. As a vocational or apprentice- 
trained undertaking, the program has 
real merit. Limitations have been 
placed on it, however, by restricting el- 
igibility to youths from families certi- 
fied for W.P.A. employment. The ben- 
efits of the program would probably be 
materially enhanced if its training as- 
pects were increased and its relief-giving 
aspects decreased. 


RURAL REHABILITATION LOANS 


Rural Rehabilitation loans are made 
to destitute and low income farmers 
considered able to become self-support- 
ing but unable to obtain loans from the 
usual public or private credit agencies. 
The loans made are for the purchase of 
such livestock, farm equipment, farm 
improvements, and operating supplies 
as are deemed necessary to enable the 
farmer to become self-supporting. 

The program was initiated by state 
relief administrations operating through 
State Rural Rehabilitation Corporations 
under the supervision of the Federal 
Emergency Relief Administration. The 
supervision of the program was trans- 
ferred from the F.E.R.A. to the Re- 
settlement Administration (later the 
Farm Security Administration) in 1935. 


RESETTLEMENT PROJECTS 
EMPLOYMENT 


The Resettlement Administration pro- 
vides: (1) for resettling on productive 
land farmers who have been cultivating 
submarginal land, thereby helping them 


to become self-supporting; (2) for the 
development of subsistence homestead 
and tenant-purchase housing projects in 
rural industrial communities; (3) for 
constructing suburban community hous- 
ing projects designed for low income in- 
dustrial workers and suburban farmers; 
and (4) for developing the submarginal 
land retired from cultivation into pro- 
ductive use as forests, wild-life refuges, 
recreation areas, and grazing lands. 

The majority of the workers em- 
ployed on these projects have been se- 
lected from relief rolls. 


RELIEF FOR TRANSIENTS 


Most state laws appropriating emer- 
gency relief contained requirements that 
recipients be state residents. Many lo- 
cal relief administrations further re- 
stricted the granting of assistance to 
local residents. The unemployed tran- 
sient workers, therefore, who normally 
shift from one section of the country to 
another engaging in pursuits such as 
harvesting that have short-time peak 
seasonal labor demands, together with 
the additional thousands of unemployed 
who had left their home communities to 
seek employment elsewhere, found 
themselves in need with state and local 
sources of relief closed to them. To 
ameliorate the plight of these wander- 
ers, the Federal Emergency Relief Ad- 
ministration established the Transient 
Division in July 1933. Direct relief 
granted consisted of maintenance at 
transient centers and camps. Educa- 
tion, recreation, and rehabilitation pro- 
grams were engaged in extensively at 
the centers and camps. The entire pro- 
gram was terminated in the fall of 1935 
with the cessation of Federal grants for 
direct relief. 


Aw FOR SELF-HELP Co-OPERATIVES 
Prior to the establishment of the Fed- 
eral Emergency Relief Administration, 
many groups of unemployed through- 
Ld 
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out the Nation established barter asso- 
ciations to exchange goods and services 
produced by the unemployed them- 
selves. Labor was also bartered on a 
share basis for crops and produce. 
Lacking adequate raw materials, tools, 
equipment, machinery, and productive 
organization, a large part of the produc- 
tion was marginal and submarginal. 
Most of the ventures found it difficult 
to succeed without some outside assist- 
ance. 

The Federal Emergency Relief Ad- 
ministration undertook to assist these 
co-operative undertakings by means of 
grants made through the Division of 
Self-Help Co-operatives. As time went 
on, the ventures tended more and more 
toward production for use enterprises. 
Success in this direction was not pro- 
nounced because of the lack of ade- 
quate facilities outside the money 
economy for distributing products in 
exchange for labor rendered. Further- 
more, the products were not varied 
enough to provide more than a part of 
the members’ needs. Elaborate schemes 
of script to be used in place of money 
were devised in connection with some 
of the undertakings. 


Work RELIEF VERSUS “REAL” 
Work 


In terms of social and economic val- 
ues created per dollar expended, it is 
generally agreed that “real” public 
work programs are far superior to work 
relief programs. It is argued by work 
relief advocates, however, that by re- 
stricting employment to relief eligibles 
the “net” cost of the projects created is 
merely the difference between the cost 
of the work relief program and the 
amount that would have been granted 
in direct relief to the recipients had they 
not been provided with work relief. 
This proposition is logical as far as it 
goes, but it fails to take into considera- 
tion the following offsetting factors: 

e 


The comparable net cost of “real” 
public works projects should also be de- 
termined by deducting the amount of 
direct or work relief that the workers 
would have been eligible for at some 
time as a result of unemployment had 
it not been for the employment pro- 
vided on the public works projects. 
The majority of the unemployed can- 
not continue to be unemployed for a 
very long time without requiring assist- 
ance. Furthermore, the identity of the 
unemployed individuals among the non- 
relief and relief groups is constantly 
changing. The amount of direct relief 
saved per dollar spent would probably 
be nearly, if not fully, as large on “real” 
public works as on work relief, if these 
two amounts could be measured. 

Work relief, by selecting workers on 
the basis of need, tends to place a pre- 
mium on the obtaining of relief status 
by the unemployed, who generally exert 
every effort to avoid “going on relief” 
but who seek employment of any type 
—including work relief. As a result, 
the total number of unemployed with 
relief status has increased because of 
work relief programs. The cost of pro- 
viding direct or work relief to this in- 
creased number should be added to the 
net cost of work relief. 

If the preceding points are taken into 
consideration in determining net cost, 
it is probable that the net cost per dol- 
lar of expenditure is no greater for 
“real” public works than for public 
work relief. If the net cost is also re- 
lated to the economic and social value 
of the work accomplished, there would 
appear to be no question as to the ad- 
vantage of “real” work programs as 
compared with work relief programs. 


3 Expenditures less direct relief replaced, 
plus cost of increased relief load because of 
the incentive to obtain relief status, in the 
instance of work relief; and expenditures less 
direct and work relief replaced, in the instance 
of “real” work programs. 
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Unfortunately, there are no available 
statistical data to permit determination 
of net cost as outlined above. Particu- 
larly, it is not possible to determine how 
many of the workers employed on 
“real?” work projects would have re- 
quired assistance at some time during 
their unemployment had they not ob- 
tained the public employment. 


CONCLUSIONS 
A national public works program as 


‘ 


extensive as sound planning and financ- ` 


ing will permit—with selection and ten- 
ure of workers based entirely on ability 
and fitness, and with wages, employ- 
ment conditions, and efficiency stand- 
ards established in line with normal 
employment practices—should be the 
basic method of providing for the un- 
employed not receiving unemployment 
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compensation. Such*a public works 
program should not be so extensive as 
to jeopardize direct public relief for 
the unemployed not absorbed in the 
program or receiving unemployment 
compensation. 

Direct relief in cash, adequate to 
maintain the unemployed and their de- 
pendents on a standard of minimum 
health and decency, should be granted 
to all unemployed without sufficient re- 
sources to maintain that standard. 

Rehabilitation and vocational train- 
ing programs for the unemployed 
should be undertaken on an experimen- 
tal basis as a supplement to the public 
works and direct relief programs. 
These programs should be established 
for the purpose oi providing rehabilita- 
tion and retraining—not relief—not 
work—and not work relief. 
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An Appraisal of Services for the Unemployed 


By Evetine M. Burns 


URING the past ten years there 

has been a remarkable improve- 
ment in the extent and availability of 
services for the unemployed. Public 
works, unemployment compensation, 
work programs, and a general relief 
‘system that in many areas has been 
completely reorganized now buttress 
the worker against loss of income on 
account of unemployment. 

These programs are remarkable for 
their diversity and ingenuity. In par- 
ticular, the many-sided nature of the 
Works Progress Administration’s pro- 
gram, with its white collar, art, and 
theater projects, its women’s program, 
together with the N.Y.A. programs for 
juveniles, and the Civilian Conservation 
Corps, have sharply challenged the view 
that state assistance to the unemployed 
must be limited to the provision of 
meager allowances in kind, or to the de- 
velopment of work projects that are 
merely glorified test work. 

As compared with ten years ago, the 
facilities for providing information re- 
garding job opportunity have also 
greatly improved. The development of 
public employment offices has been 
stimulated by the passage of the Wag- 
ner-Peyser Act in 1933, and still more 
by the grant of funds from the Social 
Security Board under Title III of the 
Social Security Act. 


NEED FOR A PERMANENT PROGRAM 


Nevertheless, in spite of this un- 
doubted progress in the provision of as- 
sistance to the unemployed, many urg- 
ent problems still remain. The most 
obvious is the necessity of placing the 
entire program upon a permanent basis. 

It was inevitable, in view of the lack 
of institutional preparation for handling 
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the problem of unemployment, that the 
program should have been built up on 
a piecemeal basis. Except in regard to 
unemployment compensation, no con- 
tinuous provision is made for assistance 
to the unemployed. Each year has been 
characterized by a “relief crisis” in 
which it has been necessary for emer- 
gency organizations to bring pressure to 
bear upon Congress, often at the last 
minute, to grant the necessary funds. 
There is as yet inadequate general ap- 
preciation of the fact that unemploy- 
ment relief is a permanent problem of 
government, and that therefore orderly, 
continuous financial and administrative 
provision should be made for it. 

Quite apart from the inadequacy of 
the total funds available, there are gaps 
in the program which leave some groups 
without even the most elementary forms 
of security. Prominent among these are 
the transient workers. Many of them 
work in employments not subject to un- 
employment compensation, such as agri- 
culture, or if in covered employment 
they do not remain within any one state 
long enough to qualify for benefits. 

Very few transient workers appear to 
qualify as employable and thus obtain 
employment on Federal works projects; 
while in many areas, especially in the 
far West, where a new group of migra- 
tory workers has arisen as a consequence 
of the droughts in other states, local re- 
lief is denied or is grudgingly given. 

The precariousness of the position of 
this type of worker since the abandon- 
ment of Federal programs for transients 
has been recognized by welfare groups.’ 


1 See, for example, the evidence presented to 
the Senate Sub-Committee on Unemployment 
and Relief in the spring of 1938, by Russell 
H. Kurtz and Paul S. Taylor. 
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But transient workers are not the only 
group for whom there is still no real 
security when unemployed. The avail- 
ability of assistance to workers in dif- 
ferent parts of the country depends 
upon their chances of being provided for 
by one of the four major programs— 
public works, work relief, unemploy- 
ment compensation, or general relief. 
The possibility of benefiting from one 
or the other of these programs is not 
everywhere uniform. Workers with a 
given employment experience may or 
may not be entitled to unemployment 
‘ compensation, depending upon the cov- 
erage of their state law and the nature 
of the eligibility formulae and the dis- 
qualifying provisions. But their chances 
of employment on a works project are 
also uneven. The extent of these pro- 
grams is limited not merely by current 
Federal appropriations but also by the 
willingness of given local authorities to 
supply the necessary sponsors’ costs. 
Even general relief is not everywhere 
available as a final resort. Instances of 
workers denied any relief because of 
shortage of local funds still occur. 
Moreover, even when W.P.A. or gen- 
eral relief is theoretically available, a 
worker may find himself denied either 
one because he is found to be techni- 
cally entitled to’ unemployment com- 
pensation, and although its receipt is 
delayed the rules of the other relief 
organizations may prohibit payments to 
workers entitled to compensation. Thus, 
certain workers may still fail to benefit 
at all from any of the existing programs. 


CHOICE oF Forms oF ASSISTANCE 


The unemployment relief system in 
the United States, regarded as a whole, 
is also characterized by tremendous di- 
versity in the degree and type of se- 
curity afforded workers in various parts 
of the country. While under the W.P.A. 
workers of, any kind or degree of skill 
in the same region and living in areas of 


the same degree of urbanization may ex- 
pect to receive the same security wage, 
the number of hours which they may 
have to work in order to secure these 
wages will vary with the levels of pre- 
vailing wages in their community. 

The benefits to be expected from un- 
employment compensation vary from 
one state to another, depending on the 
method by which each state determines 
the benefit rate and on the pattern of a 
man’s previous employment.” Workers 
whose employment lasts less than a full 
week receive compensation in some 
states and not in others, depending upon 
the existence and the operation of the 
partial unemployment benefit provi- 
sions. It is probable that in the future, 
with the development of merit rating, 
these variations in unemployment ‘com- 
pensation benefits as between states 
may be even greater." 

Moreover, there is already evidence 
of considerable diversity in the severity 
of unemployment in different parts of 
the country. Thus, in the absence of a 
Federal reinsurance scheme, we may ex- 
pect that in those states in which there 
is a surplus of contributions over bene- 


2 While the original intention was to pay 
benefits approximating 50 per cent of the 
previous full-time weekly wage, the difficulty 
and cost of securing adequate records of earn- 
ings led to the evolution of benefit formulae 
which could operate utilizing only information 
as to the total quarterly earnings. In conse- 
quence, in those states which define unemploy- 
ment compensation benefits as a percentage of 
quarterly earnings, or which divide quarterly 
earnings by thirteen in order to obtain the 
weekly wage which will determine the benefit, 
a worker will have a benefit rate approxi- 
mately 50 per cent of normal full-time weekly 
wages only if in the quarter selected he 
worked eath of thirteen weeks. 

8 The extent to which merit rating will af- 
fect the size of the state funds is still a matter 
of conjecture, but the fact that the formulae 
in many states provide greater leeway for 
downward than for upward adjustments sug- 
gests that the effect of merit rating is. likely 
to be adverse. i 
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fits there will be a drive to increase the 
generosity of the system; while in those 
in which deficits begin to appear, ad- 
vantage may be taken of certain provi- 
sions in the law to limit the obligations 
of the fund by reducing the levels of the 
benefits. 

More important to the unemployed 
than the geographical variations char- 
acterizing each type of assistance are 
the differences between the programs. 
Since the type and the degree of se- 
curity each affords is so different, any 
permanent solution of the problem of 
‘unemployment relief calls for a deter- 
mination of their relative roles in the 
total program. The first question to be 
faced, however, is the basic desirability 
of categorizing relief to the unemployed. 
From this point of view, public works, 
work relief, and unemployment com- 
pensation are in sharp contrast to gen- 
eral relief. 


CATEGORICAL TREATMENT 


There are many who object to the 
setting apart of a special category of the 
unemployed and who urge instead that 
they should be provided for in the same 
way as any other class of dependent 
persons.* On the whole, the arguments 
in favor of some categorical treatment 
of the unemployed appear to be strong. 

In the first place, the extent of the 
problem of insecurity which now faces 
this country is so vast that administra- 
tively it could scarcely be handled on a 
uniform basis in one department. The 
institution of major divisions of the 
work, even within a single department, 
would be almost inevitable, and this 
would involve a reintroduction of cate- 
gories. 

In the second place, if there have to 


4 This noncategorical treatment could theo- 
retically be administered either by the Federal 
Government or, more probably, by state and 
local welfare agencies, inevitably assisted, how- 
ever, from Federal funds. 
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be divisions, if only for administrative 
purposes, the group of temporarily de- 
pendent persons who normally rely on 
employment for a living represent a 
group whose needs are very different 
from those of the remainder of the de- 
pendent population. It is true that the 
need for maintenance is common to all 
dependents. Even here, however, since 
the unemployed represent a group in the 
middle period of life, the size of the unit 
dependent upon the head of the family 
is much more variable than is the case 
with, for example, the needy aged. 
Whereas the problem of the latter may 
be met relatively easily by the granting 
of uniform pensions, such measures are 
not so appropriate in the case of the’ 
unemployed. 

The social needs of the unemployed 
also differ markedly from those of other 
dependent groups. Their need for so- 
cially ameliorative treatment is much 
less. A program caring for those who, 
under normal circumstances, have been 
self-respecting, independent workers, 
but who are now involuntarily unem- 
ployed, does not require the vast amount 
of professional case work that is in- 
volved in the treatment of those who 
sometimes, even while technically em- 
ployed, require guidance in managing 
their own lives and who are incapable 
of self-support. , 

On the other hand, the needs of those 
who are normally employed are char- 
acterized by one peculiarity. The rem- 
edy for their case is work; their major 
need is for job opportunity. This need 
may be satisfied by the provision of 
public employment, by training for 
other occupations, by assistance in 
transference, all involving close contact 
with the placement machinery. This is 
a characteristic not common either to 
the sick or the aged dependent popula- 
tion. This function of keeping the un- 
employed in contact with the labor 
market is one that could hardly be 
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performed by 
agency. It calls for specialized depart- 
ments and officials. 

The case for categorical treatment. of 
the unemployed can also be stated on 

‘financial grounds. The burden of un- 
employment relief fluctuates much more 
widely both geographically and over 
time than the other dependency bur- 
dens. Its magnitude in purely financial 
terms is-also much greater. Like Eng- 
land and Germany, the United States 
has found that the burden of support- 
ing the unemployed in serious depres- 
sions is one that cannot be met unaided 
by the subordinate political authorities. 
Central or federal financial assistance is 
inevitable. 

Both England and Germany have 
also discovered after bitter experience, 
and we are discovering it today, that 
the assumption of financial responsibil- 
ity by the central government neces- 
sarily involves the assumption of some 
degree of responsibility for administra- 
tion and for the principles on which the 
funds are to be distributed. 

The undesirability of complete federal 
control of local welfare activities would 
probably be rather generally conceded. 
If the unemployed were grouped together 
with all other dependent classes, it would 
be difficult for the federal control which 
would have to accompany federal finan- 
cial aid to the unemployed not to be ex- 
tended to all other groups as well. If, on 
the other hand, the unemployed are set 
apart as a separate category, it might 
be possible to limit federal intervention 
solely to the administration of relief to 
that group of dependent persons, leaving 
.the local authorities leeway in handling 
the more manageable and less fluctuating 
general dependency burden. 


THE ARBITRARINESS OF EXISTING 
Poricy 


Even though the general case in favor 
of categorical treatment of the unem- 


the general welfare , 


ployed should be conceded, there still 
remains the problem of determining the 
part to be played (if any) by each of 
the four existing methods of providing 
for the unemployed in a comprehensive 
unemployment assistance program, and 
the extent to which there should be cate- 
gorization within each.® 

Hitherto, the relative importance of 
each of the four types of provision has 
been determined by the extent to which 
funds were available at any given time, 
and this in turn seems to have been little 
influenced by serious weighing of the 
relative advantages of the different pos- 
sible alternatives. The significance of 
unemployment compensation in the to- 
tal relief picture, for example, is limited 
by the extent to which in each state the 
2.7 per cent pay-roll tax can finance 
benefits. 

The reason why this tax was fixed at 
2.7 per cent (or 3 per cent if the Fed- 
eral tax is included) rather than at any 
other figure, is still a matter of conjec- 
ture. The rate of tax was certainly not 
reached as the result of prior considera- 
tion of the nature of unemployment 
compensation benefits and the desira- 
bility of paying them for a certain pe- 
riod of time to a given number of 
workers, 

In the same way, the importance of 
work programs in the United States 
has been due mainly to the fact that it 
is the program through which Federal 
funds can be obtained, and the Federal 
Government has openly committed it- 
self since 1935 to a work program. Few 
would agree that the preponderance of 
work relief in the total picture repre- 
sents the considered opinion of all 
groups ‘in the country concerned with 
the problem of unemployment relief as 
to the social and economic values of this 


5 Thus, for example, the desirability of a 
special unemployment compensation system 
for railroad workers is still questioned by 
many authorities. - 
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type of assistance as compared with 
that of others. 


PRESENT CONFUSION OF OBJECTIVES 


Current’ theories regarding methods 
of providing for the unemployed reflect 
a variety of principles and objectives. 
Thus it is today rather generally argued 
that the relief system should be “self- 
respecting.” There appears, however, 
to be no agreement as to the criterion of 
a self-respecting system. It has vari- 
ously been defined as the payment of 
allowances adequate to provide a rea- 
sonable minimum of existence, the ab- 
sence of the requirement to pass a test 
of need, the payment of benefits that 
represent a stated percentage of a work- 
er’s previous weekly wages, the linking 
of benefit receipt to the previous pay- 
ment of a tax or contribution by the 
worker, and finally, the offer of security 
in the form of a job instead of an un- 
conditional cash payment. 

Other current theories as to the gen- 
eral principles which should underly an 
unemployment relief system are to the 
effect that it should provide the appli- 
cant with a real job that he could re- 
spect and which maintains his skills and 
working morale; that it should provide 
the community with a net economic re- 
turn by permitting the utilization of 
otherwise idle men and equipment; that 
it should be financially inexpensive; or 
finally, that it should be simple to ad- 
minister and should involve the mini- 
mum of government intervention in the 
private lives of individuals and in the 
operations of the market. 

Clearly, some of these principles are 
mutually inconsistent. Any solution 
would seem to involve the simultaneous 
existence of two or more services for 
the unemployed, each of which should 
be, so far as possible, consistent within 
itself; the relative importance of each 

-in the total program, however, should 
reflect the relative weight attached by 


the community to these conflicting prin- 
ciples. 

Nor can it be denied that at least two 
of the four major types of assistance, 
namely, unemployment compensation 
and work relief, exhibit certain inner 
inconsistencies. These are due, in the 
former case, to the lack of any coherent, 
underlying theory as to the nature and 
functions of the institution; and in the 
latter, to the attempt to reconcile a 
number of mutually inconsistent objec- 
tives in a single institution. 

If, for example, the object of unem- 
ployment compensation is to satisfy the 
desire of unemployed workers for as- 
sistance. which does not require them to 
acquire relief status, this objective is 
not achieved by a number of the ex- 
isting laws. The failure to implement 
the close functional relationship be- 
tween the formulae determining benefit 
rates and those covering eligibility has 
admitted many workers to the system, 
only to provide them with very low ben- 
efits or with slightly more substantial 
benefits for extremely short periods. 
The absence of a real minimum rate in 
many of the state laws raises doubt as 
to whether the recipient of this type of 
aid is, indeed, spared the necessity of 
submission to a means test if he has no 
other resources. l 

The almost universal practice of de- 
termining the duration of each indi- 
vidual’s benefit payments by reference 
to his past earnings or employment rec- 
ord, coupled with the relatively low 
overriding maximum durations, results 
in the payment of benefits in many 
cases for a period of time so short as 
to cast doubts on the wisdom of build- 
ing up so considerable an administrative 
overhead when the net contribution 
made to the total unemployment relief 
problem is so small. 

The present unemployment compen- 
sation systems cannot claim the advan- 
tage possessed by some of the systems 
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abroad, namely, that of providing a 
relatively simple and automatic method 
of handling a considerable proportion 
of the unemployment relief burden. On 
the contrary, it is generally recognized 
that simplification of formulae and pro- 
cedures is one of the outstanding needs 
of existing unemployment compensation 
laws. 


LIMITATIONS OF WORKS PROGRAM 


On the other hand, the W.P.A., whose 
clearly stated objective has been to pro- 
vide unemployed workers with real jobs 
on worth-while projects, has been pre- 
vented from fully achieving its goal by 
the difficulties of -providing a service of 
this type for the unemployed in the face 
of conflicting social and economic pres- 
sures, 

Governmental encroachment on the 
sphere of private enterprise has placed 
limitations on the types of project which 
were politically feasible. In conse- 
quence, the great bulk of projects have 
been in the nature of capital improve- 
ments which require mainly the services 
of unskilled labor, thus seriously limit- 
ing the extent to which the skills of the 
unemployed could be.utilized. 

Again, the apparent unwillingness of 
the community to devote so large a pro- 
portion of current expenditure to proj- 
ects of the kind which the Government 
is permitted to undertake has led to the 
necessity of confining the program to 
the groups most urgently in need of 
maintenance during unemployment.® 
But the resulting limitation of oppor- 
tunities of W.P.A. employment to those 
who are on the relief rolls seriously 
weakens the value of the program in the 
eyes of those workers who still regard 
contact with the home-relief system as 
degrading. 


6 The attempt of the C.W.A. program to 
provide jobs not limited to workers on the 
‘relief. rolls was abandoned because of criticism 
of the mounting costs. 
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The attempt to reconcile the con- 
flicting pressures of employers and 
workers, which is represented by the 
policy of paying prevailing wage rates 
but requiring the recipient to work each- 
month the number of hours necessary to 
earn the appropriate security wage, has 
also involved departures from the orig- 
inal objective. On the one hand, where 
families are large and rents and other 
expenses are high, some degree of sup- 
plementation of the standard security 
wage is inevitable, and this involves re- 
course to the home-relief system. On 
the other hand, it becomes more difficult 
for a worker to regard W.P.A. employ- 
ment as a real job, in the sense in which 
he understands the term; while the ex- 
istence of a number of days of idleness 
during the month creates an anomalous 
situation and one which employer critics 
of the Works Progress Administration 
system are quick to attack. 

The attempt to use the W.P.A. as the 
major relief system of the country has 
had similar undesirable consequences. 
The necessity of devising a sufficient 
number of projects to provide for the 
great mass of the unemployed in the lo- 
calities in which they are situated has 
inevitably led to the adoption of certain 
projects which could not command the 
respect of those engaged upon them, 
and which could not successfully meet 
the requirement that they be asena 
from a social standpoint. 

There does, indeed, seem reason to 
doubt whether, given the prevailing dif- 
ferénces of opinion and social attitudes, 
it is possible to develop a real work pro- 
gram of the present magnitude on a 
permanent basis. If its scope should be 
limited, the problem then arises of de- 
vising principles and administrative 
techniques so that this more expensive 
and socially contentious service could 
be made available to the groups who 
are most in need of this type of provi- 
sion. 
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ADMINISTRATIVE PROBLEMS 


The administrative problems to be 
faced in a comprehensive program of 
services for the unemployed are for- 
midable. Decisions have to be made in 
regard to two major questions. The 
first concerns the relative spheres of 
responsibility of Federal, state, and lo- 
cal authorities. The second concerns 
the grouping of functions under the 
jurisdiction of any one administrative 
unit. 

At the present time, probably as an 
inevitable consequence of the piecemeal 
development of the programs and the 
diverse ideologies of which they are the 
expression, there are no clear-cut lines. 
Thus, unemployment compensation is 
mainly administered by the states, sub- 
ject, however, to certain not very clearly 
defined controls by the Federal Social 
Security Board. Administration of 
placement work, while primarily in the 
hands of the states, also involves the 
participation of two Federal agencies, 
the Social Security Board and the De- 
partment of Labor. 

On the other hand, the major non- 
insurance unemployment relief program 
is mainly administered by the Federal 
W.P.A. The certification of workers as 
being eligible because in need of relief 
is, however, carried out by the local re- 
lief authorities, while other local admin- 
istrative units play an important part 
in the selection and development of 
projects and in supplying the sponsors’ 
costs. : 

Administration of the public works 
program involves (except in the case of 
purely Federal projects) the co-opera- 
tion of Federal, state, and local authori- 
ties. The C.C.C. is mainly Federally 
administered, although the more recent 
requirement of preference to applicants 
from relief rolls involves the co-opera- 
tion of the local authorities. Finally, 
the administration of general relief is 


shared between state and, local authori- 
ties. 

There is also great variation as to the 
grouping of functions within each unit. 
At the Federal level, the administration 
of services for the unemployed involves 
several departments: the Social Security 
Board, the Departments of War, Labor, 
and of the Interior, and the W-P.A. 

While within each state the admin- 
istration of the employment offices and 
of the unemployment compensation is, 
in all except two cases, closely integrated 
or carried on by parallel divisions of a 
common authority, the administration 
of unemployment compensation itself is 
sometimes carried out. by an independ- 
ent institution and sometimes is under 
the direct administrative control of an 
existing state department.’ 

There is also great diversity in the 
extent to which there is real co-opera- 
tion between the various agencies 
concerned with assistance to the un- 
employed. When unemployment com- 
pensation was first payable, attempts on 
the part of relief and W.P.A. admin- 
istrators to learn the unemployment 
compensation status of their clients of- 
ten met with rebuffs from the state 
unemployment compensation officials, 
who appeared to resent the implication 
that unemployment compensation was 
an integral part of a comprehensive 
relief system. While arrangements for 
supplying such information are now be- 
ing developed, many of the methods 
adopted are administratively costly and 

7 The administration is vested in the hands 
of independent commissions or boards in 28 
jurisdictions; in the hands of the Industrial 
Commission in one state; in a division of the 
Department of Labor or the Industrial Com- 
mission in 18 jurisdictions; in a division of 
the Workman’s Compensation Bureau or In- 
dustrial Accidents Board in two states; and 
in a division of the Treasury in one state. 
Finally, in one state the administration is 
vested in a division of the Department of 


Social Security which administers other public 
assistance measures. 
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cumbersome, and no proposals. have yet 
been seriously considered for repaying 
to these other agencies sums advanced 
to workers who subsequently receive un- 
employment compensation checks in re- 
spect of the same period. There ap- 
pears also to be considerable diversity 
of practice on the part of the non- 
insurance agencies as to the extent to 
which they will assist insured workers 
during both legal and administrative 
waiting periods, or supplement low un- 
employment compensation benefits. 

The extent to which the placement 
services of the Employment Service are 
utilized by or made available to the 
various relief agencies appears also to 
differ in various parts of the country. 
Not all relief agencies require registra- 
tion at an employment office as a con- 
dition for the receipt of relief. Some 
local relief administrators complain that 
when they do so, the interests of their 
< clients are subordinated by the place- 
ment officials to those of insurance 
claimants. 


SUMMARY 


The present system of services for the 
unemployed, if indeed the word “sys- 
tem” is at all appropriate, exhibits signs 
of instability. The unemployed, and 
those who speak for them, can hardly be 
expected to remain satisfied with the 
present widely varying types of assist- 
ance and the apparently illogical prin- 
ciples determining a man’s chances of 
benefiting from one or the other. For- 
eign experience suggests that unless the 
various systems are logically related in 
regard both to the benefits provided and 


the conditions governing their receipt, 
there will be continuous pressure to ex- ` 
tend the type that is most favorable to 
the unemployed, regardless of its other 
implications. 

Nor can the present distribution of 
administrative responsibility be re- 
garded as final. The unpopularity of 
the present tax-offset device in unem- 
ployment compensation, the emergent 
demand for Federal reinsurance, and 
the attempts more adequately to protect 
the rights of workers employed in more 
than one state may well lead to the ex- 
tension of Federal control over the com- 
pensation system, if not to complete 
Federalization. 

If, on the other hand, there should be - 
a sharp reaction against Federal control, 
and the systems should be handed over 
more completely to the states, the re- 
sulting situation, in which the states 
would control the first line of defense 
while the. Federal Government would be 
largely financially responsible for the 
residual burden, would also have ele- 
ments of instability. For the very mag- 
nitude of the residual load would be 
considerably affected by the amount 
and the duration of the benefits and 
the scope of the state insurance systems. ' 

Above all, there would still exist the 
need for proper integration of both, if 
only in the interests of the unemploy- 
ment compensation system itself. The 
attainment of this integration, without 
the high degree of centralization of 
services for the unemployed which now 
characterizes England and Germany, is 
a challenge to American inventiveness 
and ingenuity. 
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cial Security” (1936), and co-author of “The Eco- 
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Old-Age Assistance 


By Atvin ROSEMAN 


ITHIN less than a decade, old- 
age security has. become one of 
the major issues before this country. 
Even in the late 1920’s, the need of 
more adequate provision for the aged 
was recognized mainly by labor and 
welfare organizations and other special 
groups—and by needy old people as 
individuals. Today it is a matter of 
widespread and articulate public con- 
cern. Although no other welfare prob- 
lem has probably ever attracted like 
attention, this unprecedented interest 
should not obscure the fact that recent 
developments in provision for the aged 
are merely one more step in the evolu- 
tion away from our traditional poor-law 
system. Old-age assistance, as now in 
operation under the Social Security Act, 
_ is therefore significant not only for its 
present effects but also for its historic 
relationships. The trends—legislative 
and administrative—which have led to 
our present Federal-state old-age as- 
sistance program are characteristic of 
the entire development of public wel- 
fare legislation in the United States. 
The fundamental principle of the 
poor laws, brought to the Colonies from 
seventeenth-century England, was gov- 
ernmental responsibility for the support 
of individuals unable to provide for 
their own maintenance. That principle 
has remained unchanged; but with in- 
creasing public recognition of their 
inadequacies, traditional methods of 
poor-law administration have been 
abandoned. The disintegration of the 
old system began through the establish- 
ment of separate provision for certain 
groups whose need for special protection 
was most obvious: the mentally ill were 
taken out of the almshouse; orphanages 
and foster home placement programs 
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were instituted for parentless children; 
widows’ pensions were provided for the 
family deprived of the normal bread- 
winner by death; and workmen’s com- 
pensation systems were developed to 
alleviate the problems of the worker in- 
jured by industrial accident. 


AID UNDER THE Poor Laws 


In spite of these advances, the relief 
provided through the local overseer of 


‘the poor was until recently the only pro- 


tection afforded the vast majority of our 
people when in need; no public provi- 
sion had yet been made against the haz- 
ards of unemployment, old age, or ill- 
ness. Relief was meager; in most states 
it was the financial responsibility of the 
smaller units of local government, such 
as the town or the township, where re- 
sources were often inversely propor- 
tionate to need. ‘Local officials were 
frequently more concerned to keep the 
level of assistance below the lowest wage 
level in the community than to relate it 
realistically to the needs of recipients. 
Pauper’s oaths, disfranchisement, and 
other stigmas were utilized as deter- 
rents. And stringent residence require- 
ments were imposed to protect local tax- 
payers against the cost of caring for 
strangers. 


DEVELOPMENT OF STATE LEGISLATION 
FOR THE AGED 


These traditional methods of poor re- 
lief were particularly hard upon the 
aged. As this fact was recognized, the 
tragic cruelty of the care provided in 
most county poor farms and the paucity 
of the “outdoor relief” granted aged 
persons who were attempting to main- 
tain themselves outside these institu- 
tions were presented to legislatures and 
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to the public by official commissions and 
by labor groups, fraternal orders, and 
social workers. Meanwhile, data be- 
came available on the increasing number 
and proportion of old people in our 
population, the diminishing employment 
opportunities for the older workers, and 
the inability of most wage earners to 
save amounts sufficient to provide for 
their old age. 

Although the need for better protec- 
tion against the results of economic su- 
perannuation had become increasingly 
obvious, little was done during the first 
quarter of this century to make such 
protection a reality. The first legis- 
lative recognition of the need for a spe- 
cial type of public assistance for the 
aged was an Arizona statute enacted in 
1914, but this was subsequently de- 
. Clared unconstitutional because of its 
vagueness. The next state law for old- 
age assistance was not passed until 
1923, though in 1915 the Alaskan legis- 
lature provided for monthly allowances 
to aged pioneers in lieu of care in the 
Pioneers’ Home. Between 1923 and 
1928 five states enacted legislation au- 
thorizing old-age assistance. These 
laws, however, merely permitted local 
governments to grant a separate type 
of aid to the aged, and financing con- 
tinued to be an entirely local’ responsi- 
bility. Consequently, only some 1,500 
old persons received this kind of aid 
during 1928. It was not until the pas- 
sage of old-age assistance laws in Cali- 
fornia in.1929 and in Massachusetts and 
New York in 1930 that a substantial 
number of aged persons were cared for 
by this means—about 10,000 in 1930, 
and 75,000 in 1931. 

The depression brought increasing 
evidence of the effects of long-term eco- 
nomic changes upon old people. It 
demonstrated that the rate and the se- 
verity of unemployment rise rapidly 
with advancing age; that many families 
are unable to.support their aged rela- 


tives without jeopardizing their own 
welfare; and that even the savings of 
the comparatively few aged persons who 
have managed to put aside old-age re- 
serves may be wiped out. Responding 
to the desperate needs of the aged, one 
state after another passed old-age as- 
sistance laws, until by the end of 1935, 
thirty-eight states, Alaska, Hawaii, and 
the District of Columbia had some legis- 
lation looking toward this type of aid. 
But in spite of this legislative develop- 
ment, the aid actually available remained 
entirely inadequate. In eight of these 
states and the District of Columbia, the 
laws were practically inoperative. In 
each of three other jurisdictions, less 
than 50 per cent of the population re- 
sided in counties where assistance was in - 
fact being granted. Only ten states had 
programs which were state-wide in op- 
eration; in five of these the average 
monthly payment was above $20. In 
fourteen states monthly payments av- 
eraged less than $10, with wide dis- 
parity among localities. 

During 1935 approximately 400,000 
persons were receiving allowances under 
all these state programs. In the’ same 
year the Committee on Economic Se- 
curity estimated that at least 1,000,000 
persons above 65 were in urgent need, 
and that large additional numbers were 
bordering on destitution without much 
hope of improving their circumstances. 


A NATIONAL PROBLEM ` 


Meanwhile the Federal Government 
had entered the picture. By 1934, 
through the Federal Emergency Relief 
Administration, it was providing relief 
to,approximately 700,000 persons above 
65—a greater number than the total of 
all the aged then receiving other forms 
of public and private aid. Though this 
Federal relief was on an emergency ba- 
sis, the same trends were at work here 
as had led earlier to state participation 
in special types of public aid. 

e 


Otp-AcE ASSISTANCE 55 


The need for Federal co-operation in 
financing old-age assistance had been 
recognized for some years. As a result 
of efforts in this direction the Dill- 
Connery Bill providing Federal grants- 
in-aid to states for old-age assistance 
came close to enactment in 1932. But 
it was not until the Social Security Act 
became law in August 1935 that such 
grants were authorized, and not until 
February 1936 that Federal funds for 
this purpose actually became available. 
By the end of 1936 forty states, Hawaii, 
and the District of Columbia had quali- 
fied for Federal aid. By August 1937 
only one state was lacking from the list, 
and in September 1938 the roster of 
state participation was completed. 


INCREASES IN ASSISTANCE 


The number of recipients of old-age 
assistance under the joint Federal-state 
program has increased rapidly. In Sep- 
tember 1936, 862,402 persons were re- 
ceiving old-age assistance in the 38 
states which then had approved plans. 
These individuals comprised an average 
of 12.9 per cent of the estimated popu- 
lation 65 years of age and over in those 
states, but the proportion varied among 
the states from approximately 1 per cent 
in Kentucky to 35 per cent in Colorado. 
Two years later, in September 1938, the 
number of recipients in the 51 juris- 
dictions administering approved plans 
had increased to 1,737,781; 21.6 per 
cent of the estimated population 65 
years of age and over in these states was 
receiving aid, with a variation of from 
approximately 7.2 per cent in New 
Hampshire to 54.5 per cent in Okla- 
homa. 

The average monthly grant per re- 
cipient in September 1936 was $18.67, 
with state averages ranging from $3.58 
in Mississippi to $31.50 in California. 
By September 1938, the over-all average 
had risen to $19.21, with a Mississippi 
average of $6.37 at one end of the scale 


and a California figure of $32.39 at the 
other. . 

Payments to recipients from Federal, 
state, and local funds during September 
1936 amounted to $16,102,879; in Sep- 
tember 1938 the amount was $33,375,- 
351. The total amount expended for 
old-age assistance during the fiscal year 
from July 1, 1937 to July 1, 1938 was 
$360,239,000. Of this sum the Federal 
Government supplied $174,085,000, the 
states $151,109,000, and their local po- 
litical subdivisions $35,045,000. 


MEETING THE SERVICE NEEDS OF THE 
AGED 


The provision of regular cash assist- 
ance payments is merely one aspect of 
the problem of meeting the needs of 
aged persons. The view has been occa- 
sionally advanced that the agency ad- 
ministering old-age assistance has no 
more responsibility for the personal wel- 
fare of aged recipients than has a life 
insurance company for that of the pol- 
icyholders to whom it pays annuities. 
Since the level of assistance payments 
over the country as a whole has yet to 
approach the level of minimum sub- 
sistence, this analogy is far from con- 
sistent. The fact is that most of the 
old people receiving aid need help and 
advice in planning their expenditures on 
a limited budget and in working out 
their living arrangements. 

A major service problem is that of 
medical care. The past few years have 
brought to public attention the inade- 
quacy of the medical facilities available 
to the aged as well as to other needy 
groups. While some states in making 
old-age assistance payments take into 
consideration individual needs for spe- 
cial diets or unusually expensive medi- 
cines, such payments rarely include an 
adequate allowance for medical service. 
In the larger cities general public provi- 
sions for medical care of the needy have 
been utilized, but these have seldom 
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been equipped to meet the demand. In 
rural areas, as well as in some cities, 
such medical care as is available to the 
needy has usually been furnished by pri- 
vate physicians on a volunteer basis. 
The lack of facilities for the care of the 
chronically ill aged has been an espe- 
cially difficult problem in all the states. 
In many localities private nursing 
homes or similar institutions of varying 
degrees of quality are the main recourse. 
Some progress has been made in con- 
verting county homes for the aged, or 
county poor farms, into institutions for 
the chronically ill; but much remains to 
be done in improving the standard of 
medical care and nursing service pro- 
vided through this conversion. 


SHARING THE Cost 


The operation of the state programs 
during the two years and ten months in 
which Federal funds have been available 
has raised many important issues. Much 
of the variation among states in average 
grants, and in the proportion of the 
population receiving aid, as well as in 
the adequacy of service, is due to the 
fact that old-age assistance has gone for- 
ward more rapidly in some states than 
in others. But differences in eligibility 
standards, in needs, in administrative 
policy, and, most of all, in the amounts 
of state and local funds made available 
for this purpose, also play an important 
part in state-by-state development. 

The primary task which has con- 
fronted almost all the states during this 
period has been, first, to establish the 
state and local machinery necessary to 
insure state-wide availability of assist- 
ance; and, second, to provide aid to 
hundreds of thousands of applicants in 
dire and immediate need. In general, 
this twofold responsibility has been met 
successfully, although much remains to 
be accomplished in the direction of im- 
proving organization, working out poli- 
cies and procedures, and developing 


merit systems for the selection of quali- ' 
fied personnel on an objective basis. 

In most states the most pressing ques- 
tion has been that of finance. Even 
with Federal aid, few state programs 
have been sufficiently well financed to 
provide assistance for all the individuals 
presumably eligible under the state law. 
Some states have long waiting lists of 
persons to whom assistance cannot be 
granted until some of those now receiv- 
ing aid die, or until more adequate ap- 
propriations are available. In others, 
through poor administration at the start 
of the program, assistance was granted 
to some individuals less needy than 
those who are now receiving no aid at 
all. This condition is, however, being 
corrected to some extent through peri- . 
odic re-examination of the needs of indi- 
viduals on the rolls. , Not only are some 
states failing to provide care for large 
numbers of individuals who presumably 
are eligible for aid, but the low level of 
payment in many parts of the country 
indicates that not even the minimum 
needs of subsisterice compatible with de- 
cency and health have been met for 
many of those receiving aid. 

The problem of making funds avail- 
able so that assistance may be granted 
to the aged who are not yet provided for 
is not solely a question of larger appro- 
priations on either the state or the Fed- 
eral level. ‘The distribution of assist- 
ance costs among the various levels of 
government in some relationship to their 
ability to carry this burden is equally 
important. The difficulties of placing 
too great a share of the cost upon the 
county or other local subdivisions have 
been so manifest that 27 of the 51 old- 
age assistance programs call for no 
financial participation by the local unit, 
the non-Federal share of the cost being 
assumed entirely by the state. Where 
local subdivisions carry a portion of the 
cost, the state has usually had to provide 


some type of equalization scheme for 
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the distribution of state funds, in order 
to lighten the burden upon the poorer 
localities. 

Students of welfare administration 
generally believe that it is extremely 
desirable that the local community 
maintain some financial stake in the cost 
of a public assistance-program, in order 
that local officials may feel more re- 
sponsibility for the expenditure of 


funds. The trend away from any finan- ' 


` cial participation in old-age assistance 
on the part of local subdivisions may af- 
ford an opportunity to evaluate this 
theory. Assumption of complete finan- 
cial responsibility by the state has led 
to a movement in a number of states 
toward vesting local administrative re- 
. sponsibility in branch offices of the state 
agency, unrelated in organization or pol- 
icy to other welfare activities carried on 
in the locality. The advisability of this 
type of administrative organization in 
communities where there is also a local 
agency responsible for other public as- 
sistance and public welfare functions 
may be open to question. It appears 
unnecessarily expensive; it confuses per- 
sons applying for aid; and it often re- 
tards the development of sound plan- 
ning and organization for community 
welfare functions as a whole. 

In some areas more adequate funds 
might possibly be made available by the 
states and their localities without cur- 
tailment of other necessary public serv- 
ices. But there are other states in 
which the basic income of their citizens 
may be insufficient to permit the main- 
tenance of substantially higher stand- 
ards. This fact raises serious questions 
concerning the present basis of Federal 
financial participation. Within a year 
after the first Federal old-age assistance 
grants were made, proposals to increase 
the proportion of Federal aid were ad- 
vanced by various groups. 

If the Federal Government is to ac- 
cept responsibility for maintaining a 

. 


nationwide minimum standard of old- 
age assistance, it seems evident that a 
method must. be developed by which it 
may contribute a relatively larger share 
of the cost in those states where avail- 
able state and local resources are in fact 
inadequate. Intensive study is needed 
to determine whether we have as yet 
sufficient data to develop a simple and 
objective formula which will meet the 
needs of the poorer states and at the 
same time not permit more able states 
to shift to the Federal Government costs 
which they are capable of carrying. 
Moreover, it seems clear that the prob- 
lem of old-age assistance grants should 
not be considered apart from the larger 
problems raised by the present unco- 
ordinated pattern of Federal grants to 
states for other functions. 


ASSISTANCE OR PENSIONS 


Closely related to these financial 
problems is the fundamental question of 
need as the basis of granting assistance. 
Under the Social Security Act, Federal ` 
funds may be used only for needy aged 
individuals; but the specific definition 
of need in effect in any state is deter- 
mined by the provisions of the state 
laws and the regulations of the state ad- 
ministrative agency. 

The old-age assistance programs in 
effect in the states prior to the enact- 
ment of the Federal law provided for a 
less stringent means test than that 
which characterized the poor laws and 
other relief measures, and usually per- 
mitted aged persons to receive assist- 
ance even though they possessed a 
modest amount of property. Recent 
legislation in many states has further lib- 
eralized the permissible amount of prop- 
erty or income. Of the 586,000 old peo- 
ple added to the old-age assistance rolls 
during selected periods in the fiscal year 
ending June 30, 1938, 58 per cent had 
neither received institutional care nor 
benefited from outdoor relief within two 
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years of the date of the investigation of 
their applications. There may have 
been a tendency in some states to with- 
hold action upon applications from aged 
persons who were already receiving some 
other form of aid, in order to give first 
consideration to those who had not been 
able to secure any assistance from other 
sources. But there seems little question 
that the present program has uncovered a 
vastarea of social need not heretoforemet. 

Organized groups of the aged have 
urged the deletion of the need require- 
ment in both Federal and state legisla- 
tion, or the adoption of provisions which 
would include those who would be re- 
garded as being in fairly comfortable 
circumstances. The question of whether 
or not the old-age assistance program 
should be limited to the needy aged is 
probably the most important issue in 
the entire Social Security program at the 
present time. It affects not only the 
Federal old-age insurance system estab- 
lished by the Act, but also the whole 
financial structure of social legislation. 
Obviously, if liberal old-age assistance 
payments are to be made to all persons 
reaching 65, contributory old-age insur- 
ance becomes futile. As long as old-age 
assistance is considered as a recognition 
of government’s responsibility to pro- 
.vide a minimum standard of living be- 
low which no aged person may be per- 
mitted to fall, only those aged who are 
unable to provide this minimum stand- 
ard for themselves should be eligible for 
aid, and the amount of assistance should 
be determined on the basis of individual 
needs and resources. But if old-age as- 
sistance is regarded as a reward for past 
services: to society, neither a means test 
nor the scaling of allowances in relation 
to individual circumstances is of con- 
sequence. 


IMPOSSIBLE STANDARDS 


Irrespective of abstract speculation as 
to philosophical and social theories, un- 


ee, 


der our existing economic system any 
attempt to provide a pension of even 
$40 a month to all individuals over 60— 
a proposal much more modest than 
many which have been advanced— 
would be impossible of operation. It 
has been estimated that such a measure 
would require the confiscation of that 
part of all individual incomes above 
$5,000 per year for the cost of old-age 
assistance, leaving all other govern- 
mental costs to be borne out of incomes 
of less than $5,000. 

Several states, as the result of or- 
ganized pressure, have attempted to 
establish a level of old-age assistance far 
more liberal than anticipated when the 
Federal program began. Under a con- 
stitutional amendment enacted in 1936 
by popular initiative, Colorado, for ex- - 
ample, undertook to grant to every per- 
son 60 or over an amount sufficient to 
bring the total of his own income plus 
old-age assistance to $45 per month. 
After a few months of operation the rev- 
enues available proved insufficient, and 
the average assistance payment, which 
had reached $39.61 in December 1937, 
was reduced until it reached $25.88 per 
month in August 1938. North Dakota, 
in November 1938, enacted a somewhat 
similar measure with a $40 level. The 
California “$30.00 Every Thursday” 
plan attracted national attention imme- 
diately prior to the November election, 
and though its economics appeared as- 
tronomical, it received almost 45 per 
cent of the votes. 

Even in states in which the present 
old-age assistance grants are much lower 
than the national average, the propor- 
tion of state and local funds expended 
for old-age assistance—as compared to 
the amount expended for aid to other 
needy groups—indicates grave dispari- 
ties in the levels of care afforded. For 
example, in the majority of states more 
than 50 per cent of the funds expended 
for all types of relief to needy indi- 
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viduals was disbursed in old-age assist- 
ance payments, although presumably 
the number of the needy who are under 
65 is far greater than the number of 
needy old people. 


LOOKING TO THE FUTURE 


There can be no question that in re- 
sponding to a long neglected need, the 
great increase in concern for the aged 
has swung the pendulum of public wel- 
fare planning somewhat out of balance. 
This may have serious consequences un- 
less it turns out to be only a temporary 
development. Meanwhile, however, it 
is important to note that this is prob- 
ably the first time in the history of wel- 
fare legislation that there has been a 
` widespread public conviction of the 
need for raising the level of any type of 
public aid, 

While the immediate future will prob- 
ably witness further liberalization of 
state old-age assistance systems, it may 
be expected that when the Federal old- 


age insurance plan is in full operation, 
many of the pressures compelling the 
states to increase this type of aid will 
be relieved; but unless the coverage of 
the insurance system becomes practi- 
cally universal, supplementary provision 
will be needed for uncovered groups. 
Assistance will also be required to sup- 
plement the incomes of those individuals 
whose benefit payments for one reason 
or another are too small to meet their 
needs. : 

The development of the twofold sys- 
tem embodied in the Social Security Act 
—contributory insurance without re- 
course to the individual means test plus 
public assistance based on individual 
need—is coupled in the Act with an op- 
portunity for new and significant re- 
search and long-time planning in public 
welfare. Together, these factors should 
enable the American people to attain a 
much greater degree of real security 
against the hazards of dependency in old 
age than has ever before been possible. 


Alvin Roseman has been a member of the staff of 
the Social Security Board since the organization of that 
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rector of the Board’s Bureau of Public Assistance. He 
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gency Relief Administration, of the American Public 
Welfare Association, and of the Illinois Governor’s 
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Insurance ‘Against Old-Age Dependency 


By Joun J. Corson 


EDERAL old-age insurance is now 

a “going concern.” In February 
1939 the three-hundred-thousandthclaim 
for a lump-sum old-age insurance bene- 
fit was paid by the United States Treas- 
ury. More than 125,000 wage earners 
who worked in employment covered by 
the old-age insurance provisions of the 
‘ Social Security Act since January 1, 
1937, have received lump-sum benefit 
payments after reaching 65 years of 
age. The dependents—widows, chil- 
dren, and parents—of about 175,000 
other workers who have died have re- 
ceived similar lump-sum benefits. Cur- 
rently, claims for both these types of 
payment are being received at the rate 
of about 800 a day, and the bulk of all 
claimants are receiving their benefit 
checks within fifteen days after they 
submit their claims. Separate old-age 
insurance accounts have been estab- 
lished for more than 42,000,000 indi- 
viduals. Pay-roll tax contributions to- 
taling more than $800,000,000 have 
been collected by the Bureau of In- 
ternal Revenue from approximately 
1,800,000 employers and about 33,000,- 
000 employees. The earnings of these 
employees during 1937 and 1938 have 
been recorded. 


PROVISIONS OF OLD-ACE INSURANCE 


` The workings of the old-age insurance 
program are simple and understandable. 
All wage earners who have been em- 
ployed in industry or commerce? since 
December 31, 1936, upon attaining age 
65 are eligible for benefits. Similarly, 
the heirs of a covered worker who dies 
are eligible for benefits. 


1 The principal “uncovered” employments 
are agricultural labor, domestic service, and 
governmental service. 
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Claim for a benefit may ‘be filed at 
any of the 320 field offices of the Bureau 
of Old-Age Insurance located through- 
out the country. The claimant is there 
assisted in assembling the relatively 
simple evidence necessary to support the 
claim. For the worker who ciaims bene- 
fits at age 65, this consists of proof of 
identity, age, and earnings since last re- 
ported. For the heirs of the deceased 
worker, it consists of proof of the claim- 
ants’ identity, of their relationship to 
the worker, of the latter’s death, and of 
his earnings since last reported until his 
death. The completed claim is then for- 
warded to Washington, where the essen- 
tial items set forth in the claim are veri- 
fied and the benefits to be calculated are 
determined from the record maintained 
for each covered individual. 

Until January 1, 1942, each claimant 
on reaching 65 will be paid a lump-sum 
benefit equal to 3.5 per cent of the total 
wages earned since December 31, 1936. 
After that date the heirs of workers who 
die will still receive such lump-sum ben- 
efits. But after January 1, 1942, work- 
ers who reach 65, and retire, will be 
entitled to monthly retirement annuities 
for the balance of their lives if they 
meet the minimum requirements: em- 
ployment in covered occupations for at 
least one day in each of five years and 
total wages of at least $2,000. These 


TABLE 1—Mowaty FEDERAL OLD-AGÈ 
INSURANCE BENEFITS 


Years of Employment 





Average 

Monthly 

Wage 5 10 | 20 | 30 | 40 | 45 
$ 50  (815.00|817.50|$22.50|827.50|$32.50| $35.00 
100 17.£0| 22.50| 32.50| 42.50] 51.25| 53.75 
150 20.00| 27.50] 42.50] 53.75| 61.25| 65.00 
200 22:50} 32.50] 51.25] 61.25| 71.25) 76.23 
250 25.00] 37.50| 56.25| 68.75| 81.25) 85.00 
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monthly benefits will range from $10 to 
$85, the exact amount paid each an- 
' nuitant being determined in graduated 
proportion to his own earnings. 


THE RECORD-KEEPING 
Process 


The process which makes possible the 
expeditious payment of these claims— 
each based upon the individual worker’s 
earnings—constitutes “the largest book- 
keeping job in the world” and a vast 
venture in public administration. It 
may be briefly summarized: An em- 
ployer reports the amount of wages paid 
to each of his employees in each quarter 
of a year. He submits this report, along 
with the payment of his own and his 
` employees’ taxes, to the Federal collec- 
tor of internal revenue for the area in 
which he resides.2 This report is for- 
warded by the collector to the Baltimore 
office of the Bureau of Old-Age Insur- 
ance. Heré, by means of mechanical 
punching, sorting, and tabulating ma- 
chines, civil service employees transpose 
the wages shown for each worker from 
the employer’s report to individual 
ledger sheets. The ledger sheet is the 
worker’s old-age insurance account. 
When he retires after he becomes 65 
years of age, or when he dies, a supple- 
mentary report of his wages during the 
last six months of his working life are 
added to his recorded wages since 1936 
to obtain a cumulative total of his earn- 
ings. Upon this total his old-age retire- 
ment annuity is computed. 

2 Title VIII of the Social Security Act im- 
poses an income tax on the employees covered 
by the old-age benefits sections and an excise 
tax upon the pay rolls of their employers. 
For the three calendar years beginning 1937, 
the rate of each tax is 1 per cent of wages 
and pay rolls, excluding so much of an indi- 
vidual’s wage from any one employer as ex- 
ceeds $3,000 a year. On January 1, 1940, and 
at the start of each three-year period there- 
after, the rate of each tax is increased by one- 
half per cent until the maximum of 3 per cent 
is reached in 1949, 

e 


AMERICAN CONCEPTS or SOCIAL 
INSURANCE 


The authors of the Social Security 
Act favored the establishment of a sys- 
tem of protection against old-age de- 
pendency which would be adapted to 
American traditions. First, they sought 
to develop a system which would give 
old-age protection as a matter of right, 
without regard to the individual’s need, 
to the bulk of working men and women. 
They therefore designed a system 
financed by contributions from these 
workers themselves and their employers. 
Second, they sought to develop a system 
which would pay to each retired worker 


benefits related to his or her previous 


earnings. Benefits so determined—pro- 
portionate to the individual worker’s 
previous standard of living, as well 
as to his contributions (based upon 
earnings)—-would, they felt, be con- 
sonant with American individualism. 
Such benefits would also tend to reflect 
our widely varying sectional income 
levels. 

Several objections to these concepts 
have been raised. Some contend that all 
retired workers, without regard to pre- 
vious contributions, should be granted 
uniform pensions, financed from general 
tax revenues. Others hold that pensions 
should be granted only to such retired 
workers as are in need. Still others 
argue that it is both impossible and un- 
desirable to relate benefit payments to 
previous individual earnings—impos- 
sible because individual records of earn- 
ings for millions of workers -cannot 
humanly be maintained; undesirable, 
because a flat, uniform pension to all 
workers in all sections would suffice. 

Our experience since the Social Se- 
curity Act was drafted in 1935 permits 
a more informed view, and confirms the 
lessons learned in other countries. Great 
Britain, France, Australia, Soviet Russia, 


and other countries have developed con- 
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tributory insurance methods of old-age 
protection in order to provide an impor- 
tant source of funds for meeting benefit 
payments. From available financial re- 
sources other than social insurance con- 
tributions, benefits of only limited 
amounts can be paid. A system of pen- 
sions payable only to aged persons in 
need offers no encouragement to the self- 
help and self-reliance of the individuals 
who are protected. On the other hand, 
a contributory system which relates the 
benefits available to retired workers to 
their past contributions provides indi- 
vidual incentive while yielding necessary 
resources. In a democracy, social insur- 
ance has the additional advantage of 
offering an automatic brake—through 
the required contributions of the pros- 
pective beneficiaries—on the appetite 
for larger benefits and on increasing de- 
mands upon national resources. Self- 
discipline in a democracy depends upon 
the understanding by members of the 
electorate of their respective self-inter- 
ests. Contributory social insurance is a 
useful device in effecting such an under- 
standing. 


BENEFITS BASED ON EARNINGS 
RECORDS 


As for another objection—the impos- 
sibility of maintaining records of indi- 
_ vidual earnings for so vast a number of 
workers—performance is the proof of 
practicability. Two years’ experience in 
operating this system has demonstrated 
its administrative simplicity and feasi- 
bility. Hurdles which appeared insur- 
mountable in 1935 have been cleared. 
Any person who has worked in covered 
employment since January 1, 1937 is 
invited to request a statement of his or 
her recorded earnings. The reply he 
receives will provide him assurance that 
such records not only can be kept but 
are being kept. Any system of old-age 
protection which relates the benefits 
paid to the insured person’s previous 


earnings or contributions will require 
similar record-keeping. Moreover, the 
records which make possible this re- 
lationship between earnings and benefits 
are being maintained at an annual cost 
of less than 25 cents per individual ac- 
count per annum. In total, Jess than 6 
cents of every dollar collected as tax 
contributions from employees and their 
employers for old-age insurance is re- 
quired for all direct and indirect costs 
of its administration. This record of 
achievement and of cost is an ample 
answer to predictions that this huge task 
of record-keeping would be impossible 
or unduly expensive. 

The old-age insurance wage records 
offer an invaluable source of data rela- 
tive to pay rolls, employment, annual 
earnings, and racial, sex, and age char- 
acteristics of the working population. 
Such data will make it possible to test 
the premises upon which the old-age in- 
surance provisions of the Social Security 
Act were founded. For example, even 
the initial data now available from op- 
erations during the year 1937 -com- 
pletely dispel the long-standing belief 
that from their earnings most workers 
can lay aside enough to protect them- 
selves against old-age dependency. Rec- 
ords of individual employee earnings 
during 1937 indicate that the average 
annual earnings of all workers in cov- 
ered employment were about $900 for 
that year. They show that 38.5 per 
cent of the covered workers earned less 
than $500; 24.3 per cent earned from 
$500 to $999; 17.7 per cent earned from 
$1,000 to $1,499; and 19.5 per cent 
earned $1,500 or more. These records 
also reveal, as Table 2 shows, that av- 
erage annual earnings steadily decline as 
workers pass 50 years of age. 

Wide variation in annual earnings of 
workers in various sections of the coun- 
try and of those in different racial and 
sex groups is also indicated by these rec- 
ords. The average annual earnings in 
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1937 were $572 for Southern® wage 
earners, as compared with $1,022 for 
those in Illinois, $984 in New Jersey, 
and $924 in Massachusetts. The aver- 
age earnings of covered white employees 
were $925, and for covered Negro em- 
ployees, $423. A similar variation is 
.revealed by the average of $1,029 for 
annual earnings of male workers against 
$527 for female workers. These varia- 


TABLE 2—AVERAGE ANNUAL EARNINGS OF 
COVERED WORKERS BY AGE AND SEX, 


1937 4 
Age Group omen Male | Female 
All ages $ 882 | $1,029 $527 
15-19 263 277 242 
20-24 584 661 455 
25-29 841 965 576 
30-34 1,042 1,194 635 
35-39 1,130 1,289 650 
40-44 1,194 1,349 659 
45-49 1,199 1,333 654 
50-54 1,174 1,280 646 
55-59 1,128 1,214 634 
60-64 1,083 1,151 619 





3 The “Southern” is here used to connote the 
states of Alabama, Arkansas, Florida, Georgia, 
Kentucky, Louisiana, Mississippi, North Caro- 
lina, South Carolina, Tennessee, and Virginia. 
The extent to which the average wage for 
Southern workers is depressed by the inclu- 
sion of the part-time earnings of workers 
customarily employed in agriculture is un- 
ascertainable. 

4 The averages shown in Table 2 are based 
on a tabulation which includes only “non- 
migrant” employees, who were identified as 


working, during some part of each half of the . 


year 1937 in which they received wage credits, 
in the states where their account numbers 
were assigned. These employees represent 
about 92 per cent of the total number in 
covered industry who worked in these states. 
The earnings on which the averages shown in 
this table were based represent all of the 
wages of such employees which were taxable 
under Title VIII of the Social Security Act. 
Because of delayed reports of employers, 
these figures are subject to minor revisions. 


tions—a historical, firmly embedded 
characteristic of the: American wage 
structure—carry a significant implica- 
tion to the development of a practicable 
system of old-age protection. 

From these data it is found that in 
Mississippi a uniform pension of $25 per 
month ($300 a year) to retired workers 
would represent approximately 75 per 
cent of the average worker’s previous 
annual earnings ($391), while in Illinois 
the same pension would represent less 
than 30 per cent of previous earnings. 
An even more marked contrast is found 
when comparing the average annual 
earnings of $1,117 for Michigan white 
employees with $213 for Negro employ- 
ees in South Carolina. If a uniform 
pension of $25 per month became a 
reality, then the average Negro em- 
ployee in covered industry in South 
Carolina would receive $87 per year 
more than his previous average annual 
earnings, while the Michigan white em- 
ployee would receive only 27 per cent 
of his average annual earnings. 


OLD-AGE PROTECTION IN EVOLUTION 


The accumulation of basic data points 
the way toward the evolution of old-age 
insurance. It makes clear the need for 
more adequate protection against old- 
age dependency, and for provision 
against inextricably related hazards 
caused by death and disability. The 
social adequacy of the old-age insurance 
system is measured by three factors: the 
size of the benefits that will be yielded 
to retired. workers, the proportion of the 
total population that is afforded protec- 
tion, and the range of hazards against 
which workers are protected. To meet 
these tests of social adequacy it may 
well be advisable: first, to provide larger 
monthly annuities to workers retiring 
during the early years (the 1940’s), who 
will have been in the system for a rela- 
tively short time; second, to extend cov- 
erage to large numbers not now included 
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in the system; and third, to protect 
workers through insurance against de- 
pendency resulting from total and per- 
manent disability, and the survivors of 
workers—widows and children—from 
dependency resulting from the death of 
the worker. 

Every pension program—private or 
public—encounters problems in financ- 
ing the accrued liability for benefits 
payable shortly after the inception of 
the system. Rigid adherence to the 
principle of relating benefits to indi- 
vidual lifetime earnings will mean that 
workers retiring in 1942—or 1940— 
having been in the system for only a 
brief time, will, on the average, be en- 
titled to benefits of only about $17 per 
month. Yet, in terms of even bare sub- 
sistence, such average benefits will be 
inadequate. Annuitants who retire af- 
ter 1960, having been in the system for 
a longer period, will, on the average, be 
entitled to more nearly adequate bene- 
fits. In the meantime, however, under 
existing provisions many retired workers 
may receive such small benefits that 
they will be compelled to turn to old-age 
assistance for supplementary allowances. 

Two alternative changes in the old- 
age insurance system have been sug- 
gested to forestall this problem: the 
benefit formula may be amended to re- 
late benefits to average annual wages 
rather than to total lifetime wages; or 
the effective benefits payable to any in- 
dividual family can be increased by pay- 
ing supplementary allowances to those 
annuitants who have wives dependent 
upon them. This second method ‘has 
the advantage of increasing benefits 
where the social need is likely to be 
greater. 

If benefits are commenced in 1940, 
the necessity of increasing the amounts 
payable to those retiring in the early 
years will be even more urgent. Only 
one other country has attempted to col- 
lect contributions from ‘prospective ben- 


eficiaries for as long as five years prior 
to commencing the payment of periodic 
annuities. That the collection of pay- 
roll taxes while monthly benefits are 
postponed has evoked no apparent ob- 
jection is evidence that the public be- 
lieves in the contributory plan. Yet the 
alleged deflationary effect of the excess 
of pay-roll taxes over benefit payments 
(if actually it has such an effect during 
a period of deficit financing) will be re- 
duced by the earlier initiation of larger 
benefit payments. Now that the admin- 
istration of this plan is well on its feet, 
the commencement of monthly benefits 
in 1940 is administratively feasible. 

It seems likely that the extension of 
the system to cover agricultural workers, 
domestic servants, and other wage earn- 
ers not now included will not be long 
postponed. Their need for protection is 
at least as great as the needs of those 
now covered. Another group from 
which come many urgent requests for 
this protection is made up of self- 
employed workers. The administrative 
problems inherent in the economic char- 
acteristics of each of these groups are 
now being studied. Special techniques 
must be devised to determine a tax basis 
for their contributions and to work out 
methods of collecting their contribu- 
tions. These are complex problems and 
must be met before protection can be 
provided for these workers within the 
framework of the old-age insurance 
program. 


Looxinc TOWARD SURVIVORS’ AND 
DISABILITY BENEFITS 


Further steps in old-age insurance 
evolution may well be the payment of 
annuities to the survivors—widows and 
dependent children—of workers, and to 
workers who become permanently dis- 
abled before reaching old age. 

Provision for survivors’ annuities ap- 
pears to be a logical next step, super- 
seding the present provision for lump- 
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sum benefits to the heirs of a deceased 
worker. The payment of an annuity to 
the widow of a deceased worker will 
serve a greater social purpose than the 
return to the widow of a larger lump- 
sum payment which she is ill equipped 
to invest and conserve. The provision 
of survivors’ protection would represent 
a change more in form and method of 
payment than in the character or cost of 
the program. It would, however, give 
more adequate protection to the work- 
er’s family; and in the event of the early 
death of a wage earner with young chil- 
dren, it would represent the counterpart 
of the protection of the wage earner 
and his aged wife should he live to 
retirement after his children were 
grown. 

More substantial change would be in- 
volved in the development of protection 
for totally and permanently disabled 
workers and their dependents. The pro- 
vision of benefits under such circum- 
stances involves major responsibilities 
in terms of both cost and administra- 


1 
tion. Yet it also constitutes a form of 
social protection to meet needs which 
cannot be ignored. 


BUILDING FOR THE FUTURE 
In its bulk, in its volume of items and - 


` operations, the administration of old-age 


insurance is an impressive enterprise; its 
finances run to nine and ten place fig- 
ures. But behind all these details and 
digits are millions of men and women in 
mills and mines and shops and offices, 
who rely on this protection against the 
hazards of old-age insecurity. That this 
much security can be assured is no 
longer open to question. The system is 
working for the millions of wage earn- 
ers now covered; and orderly, logical, 
and practicable expansion of the pro- 
gram is possible. Such developments 
will undoubtedly entail new and perhaps 
unprecedented problems of administra- 
tion. Yet the accomplishments to date 
have proved that administrative organ- 
ization in American social insurance can 
and will keep pace with social needs. 


John J. Corson, Ph.D., is director of the Bureau of 
Old-Age Insurance of the Social Security Board, Wash- 
ington, D.C. He has served as research associate and 
special writer for the Richmond News Leader, Rich- 
mond, Virginia; economist for a Special State Investi- 

` gation of Electric Utility Rates; professor of econom- 
ics and chairman of the Economics Department at the 
University of Richmond; State Director, National Re- 
covery Administration in Virginia; and assistant ex- 
ecutive director of the National Youth Administration 
and of the Social Security Board. He is the author 
of a number of monographs on economic and social 
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Appraisal of American Provisions for Old- Age Security 


By C. A. Kurr 


ROADLY considered, the world has 


discovered that there is no single 


method or procedure for handling the 
multiproblem we call “old age.” 

Passing for a moment the place of 
private agencies and services, two basic 
methods complement each other the 
world over: public contributory old-age 
insurance, that is, a system of con- 
tractual benefits financed by contribu- 
tions of insured persons and their em- 
ployers; and public noncontributory 
old-age assistance or relief, paid to per- 
sons able to prove need and financed 
out of taxes. We need not explain here 
that Townsend plans and California 
“ham and eggs” are a symptom of the 
old-age problem (and an important one) 
rather than a way of providing old-age 
benefits. 


LIMITATIONS ON INSURANCE 


It is significant that every country in 
the world with a formal old-age pro- 
gram has discovered the practical im- 
possibility of using either the insurance 
or the assistance approach exclusively. 
Contributory insurance alone cannot do 
the whole job for a number of reasons. 
It does not reach enough people. In 
practice, insurance is almost always on 
wage earners as against all persons fac- 
ing the risk of old-age dependency, and 
is thus tied up with the wage contract. 
The employer-worker relation greatly 
simplifies the keeping of records, the col- 
lecting of taxes, and, by no means least, 
the financing of benefits. 

Here, as abroad, politicians aim their 
pioneer social insurance schemes at 
workers, and contractual rights seem a 
reasonable guid pro quo for partial 
financial responsibility. These schemes 
have a habit of staying pretty much in 
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their early forms. Once a bipartite (or 
a tripartite) financial basis has been ar- 
ranged, it becomes practically very diffi- 
cult to add other groups; for example, 
the great numbers of the self-employed, 
who, to be covered, may have to pay 
double (or triple) the contributions of 
workers to buy the same benefits. 
Groups of low-paid and casual workers 
also may be excluded because they can- 
not be asked to bear even the insured 
person’s share of the cost. 


LIMITATIONS ON ASSISTANCE 


Noncontributory old-age assistance or 
relief has its limitations as well. As the 
population of a country matures and the 
benefits are liberalized, old-age costs 
keep mounting and it then becomes a 
matter of practical public finance to find 
ways to ease the strain on the treasury. 
Great Britain, for instance, in 1925, 
after fourteen years of old-age assist- 
ance, felt itself compelled to start a plan 
of contributory insurance, which today 
runs side by side with the older scheme. 
Discussion there, ‘as everywhere, of 
the reasons for contributory insurance 
draped itself frequently in the vocabu- 
lary of rationalization—moral and psy- 
chological values were stressed——but the 
plain fact seems to be that assistance 
costs have a way of running up into fig- 
ures its hopeful sponsors have not an- 
ticipated, and contributory insurance is 
a way out. i 

There is even more significant evi- 
dence that neither the insurance nor the 
assistance technique is sufficient unto 
itself. Up to this point, we have im- 
plied that contributory old-age insur- 
ance is self-supporting; that is, that em- 
ployer and worker contributions are 
sufficient to purchase the benefits prom- 
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ised in the insurance law. They almost 
always are not sufficient, so that today 
in Germany and Great Britain, for ex- 
ample, no less than two-fifth of cur- 
rent old-age insurance expenditures are 
borne by central government. 

The Swedish scheme, often held up to 
us as a pattern, is one of insurance but 
one in which benefits are heavily sub- 
sidized by the state, particularly for 
low-wage earners. This responsibility 
of government is entirely apart from the 
matter of financing old-age assistance, 
which in Great Britain, for example, 
also is met entirely out of central gov- 
ernment funds. 

Thus, whether the original approach 
to the old-age problem is by insurance 
or assistance, in time government finan- 
cial support shows itself to be indis- 
pensable. 


OLD AcE Becomes NEws 


With the rest of the world we have 
now recognized, in the Social Security 
Act, that neither insurance nor assist- 
ance can be used as the exclusive ap- 
proach to the old-age problem. Up to 
about three years ago, we assumed, as 
a people, that in those relatively few 
cases in which individual resources and 
voluntary annuity plans were not avail- 
able or sufficient, the states could take 
over the dependent aged as a part of 
their general relief load. Increasing 
public appreciation of three facts, two 
of long standing and one acute, com- 
bined to produce within a very short 
period a basic change in the American 
attitude and approach. 

The two old facts, known to every 
specialist, are not dramatic. One is the 
clearly perceptible rate at which Ameri- 
cans are maturing as a people, that is, 
on the average growing older. In 1870, 
three Americans out of one hundred of 
the whole population were 65 years or 
older; by 1938 this had risen to more 
than six; demographers tell us to ex- 

s 


pect that by the time we achieve a 
“stabilized” population we shall prob- 
ably once again double the proportion 
of the old. It doesn’t need very much 
imagination to see what basic changes 


in our thinking will be forced on us 


once this fact in one way or another be- 
comes a matter of common knowledge. 

The second old fact is the highly un- 
satisfactory way in which the states 
were meeting their implied obligation to 
the aged before the Social Security Act. 
In 1934, the last full year before the 
Social Security Act, twenty-eight states 
and two territories had on their statute 
books old-age assistance laws; but in 
only ten was the system state-wide, and 
in three the law was completely a dead 
letter because of Jack of funds. Of the 
236,000 persons actually drawing state 
old-age benefits in that year, more than 
one-half were concentrated in four 
states.” 

There is no way of knowing exactly, 
since we have no complete figures for 
the total number of old dependents, how 
far these state schemes went toward 
meeting the problem. There is general 
agreement that they fell very far short. 


INFLUENCE OF THE DEPRESSION 


Important as they are, by themselves 
these facts would not have produced a 
Social Security Act. The special reason 
that produced the Act was the depres- 
sion. It took the depression to make 
old age public knowledge—a sharp and 
an embarrassing reminder, one imple- 
mented by the votes of a considerable 
compact group demanding that some- 
thing be done and preferably right away. 

This is perhaps not the ideal way to 
get action on an important social prob- 
lem, but it is the way all over the world 
that social insurance programs quite 
generally get their start: not as purely 

1 Social Security in America (Social Se- 


curity Board, Washington, D. C.), pp. 163- 
164, 
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rational programs, conceived by wise 
statesmen deliberating quietly on the 
greatest good of the greatest number, 
but as flanking movements by political 
strategists against actual or expected po- 
litical threats. 


INSURANCE-ASSISTANCE RELATIONS 


One may analyze the relations be- 
tween old-age insurance and old-age as- 
sistance in the United States under three 
heads: coverage, financial bases, and 
administrative arrangements. It is, of 
course, not possible to define statistically 
the coverage of any assistance scheme. 
Theoretically, every person of 65 (to 
use the usual minimum age under the 
present laws) may be forced to seek 
public aid, a group now equaling about 
8,000,000; indeed, every person now 
living in the United States is potentially 
“covered” for old-age assistance. Old- 
age assistance today pays benefits to ap- 
proximately 1,750,000.? Against this it 
is estimated that the old-age insurance 
sections of the Social Security Act to- 
day cover approximately 32,500,000 
persons, but benefits (as against taxes) 
for the great majority lie far in the fu- 
ture. ` 

` Financially, old-age’ assistance is 
jointly the responsibility of the state 
and Federal governments, the latter 
matching the .former’s expenditures 
fifty-fifty, up to a maximum of $15 per 
month per case. For the fiscal year 
1937-1938, the two governments shared 
on this basis a total of $261,000,000 of 
old-age assistance costs. Old-age in- 
surance is supported entirely out of 
employer and worker contributions 
paid into a special Federal fund, 
the old-age reserve account, so that 
the cost to, as contrasted with the 
appropriations made by, the Federal 


2 Unless otherwise indicated, statistics are 
from the official publications of the Social Se- 
© curity Board, especially its Social Security 
Bulletin, published monthly. 


Treasury, is zero. Old-age retirement 
payments under the insurance scheme 
have not yet started; the approximately 
$7,500,000 paid for death benefits to 
date are much more than covered, of 
course, by the tax receipts, which for 
the fiscal year 1937-1938 alone ran 
over a half billion dollars. 

Finally, administrative arrangements 
generally follow the lines suggested by 
the division of financial responsibility. 
The states run the assistance schemes 
under the orthodox statutory conditions 
and general Federal supervision that 
govern grants-in-aid. The Federal Gov- 
ernment alone operates old-age insur- 
ance from one end (taxes) to the other 
(benefits). 


ULTIMATE AND IMMEDIATE RELATIONS 


More important, however, in a cri- 
tique of the American old-age system 
are the ultimate rather than the im- 
mediate relations between insurance and 
assistance. It was the considered pur- 
pose of the framers of the system that 
gradually assistance is to become the 
less important and insurance the more 
important member of the team. 

It has been estimated that, had we 
not introduced insurance, the ultimate 
cost of old-age assistance would run to 
not less than $2,500,000,000 annually, 
all of which would have to be met out 
of taxation, half state, half Federal. By 
shifting to a great part of the working 
population the responsibility for its own 
old-age security, the introduction of in- 
surance is expected to reduce very con- 
siderably the burden on government, 
presumably to less than two billions 
annually. 

Ultimately 46,000,000 persons of an 
adult population of approximately 100,- 
000,000 will be covered under old-age 
insurance. By 1980, when it is esti- 
mated that old-age assistance bene- 
ficiaries will be requiring perhaps two 
billion dollars annually out of state and 
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Federal taxes, the old-age insurance 
scheme will be paying three billions and 
a half. 


CRITICISMS OF INSURANCE 


Adverse criticisms of the insurance 
part of the American old-age program 
are essentially four. 

It delays benefits too long. Our Eng- 
lish and German friends are astounded 
at our assumption that people will be 
willing to wait five years after old-age 
taxes begin (until. 1942) to receive their 
first old-age retirement benefits. But 
Americans are a patient people, and 
criticism on this point does not arise di- 
rectly, but indirectly through the de- 
mands by pressure groups for “ham and 
eggs” and Townsend pensions. It arises 
because great numbers of persons, old 
and young, have discovered a deep 
sense of insecurity. 

Specifically, the demand is presented 
by old people but it is extremely sig- 
nificant that Dr. Townsend justifies his 
plan not as old-age protection as such, 
but as a general all-over recipe for all 
economic insecurity. His plan may be 
wrongheaded, his appeal may be dan- 
gerous, but they rest on a solid eco- 
nomic and social fact: Americans are 
losing their born conviction that theirs 
‘is automatically the best of all possible 
worlds. They still believe it the best, 
but not quite automatically so; it re- 
quires a panacea or two to supply that 
missing pre-1929 spark. 

California today has nearly eight old 
persons for every one hundred of its 
citizens. This represents somewhere be- 
tween one-seventh and one-eighth of the 
voting population, a very respectable 
political phalanx, particularly when you 
remember that great multitudes of 
younger Americans are also looking for- 
ward to security by fiat for their old age 
and that of their parents. Before we 
dismiss California too lightly, check the 
returns of the November elections in 


rock-bound New England, where other- 
wise orthodox Republicans found it wise 
to encourage the idea they were not hos- 
tile: to Townsendism. It is a bit start- 
ling that even New England shrugs off 
so casually our other alternative solu- 
tion: old-age assistance. Once again, 
by postponing action just a bit too long, 
we find ourselves in the position of hav- 
ing seriously to discuss, not practicabil- 
ities, but economic fantasies. 

It pays benefits that are too low to 
considerable numbers of beneficiaries. 
Again, as for the timing of benefits, 
there is no absolute standard; “ade- 
quacy” is a nebulous concept, and so- 
cial insurance schemes in fact shape 
themselves around what one has to pay 
with, and not what one would wish for 
in the best of all possible worlds. (In 
the best of all possible worlds we would 
indeed need no old-age insurance.) 
Here again the contrast today is not the 
rational one that one might expect—be- 
tween old-age insurance and old-age as- 
sistance—but between old-age insur- 
ance-assistance and the.skyey promises 
of Cuckooland. 

Specialists also fear in the near fu- 
ture comparisons of insurance and as- 
sistance benefits. These will be highly 
unfavorable to insurance, especially for 
the first beneficiaries and for lower-paid 
workers. It will be quite a long time, 
indeed, before the man who has helped 
pay for his old-age benefit will find him- 
self on even terms with the man across 
the street who, not having paid a cent, 
may draw up to $30 a month. 

The national average assistance grant 
today runs about $19 a month per per- 
son; in many cases also both man and 
wife draw benefits (though not at the 
single-person rate), and this will add to 
the discrepancy since insurance retire- 
ment benefit is paid to insured persons 
only unless the wife is an insured worker 
also. The average man has not yet per- 
ceived this discrepancy, but it will in 


70 THE ANNALS OF THE AMERICAN ACADEMY -` 


time come to him just as has his basic 
conviction that our economic and social 
system somehow lacks security. 

It covers too few people and too few 
risks. The principal groups excluded 
are farm and domestic workers, state 
and Federal government employees, 
maritime workers, and the employees 
of non-profit corporations. Incomplete 
coverage is one of the least pressing of 
current criticisms; it is important prin- 
cipally for the future when and as we 
get down to rediscussing the financial 
basis of our program. 

Of greater importance today is the 
charge that it is impossible or impracti- 
cable in an old-age scheme to pay for 
old age alone, that certain related risks 
——for example, invalidity—are so closely 
related to old age that for administra- 
tive and social reasons it is necessary to 
include them also, and that (particu- 
larly in view of the unfavorable contrast 
with assistance) old-age benefits must 
be extended to wives and widows of in- 
sured men. By a natural extension, 
widows’ and children’s pensions should 
also be added to round out a complete 
system. 

Finally, the financial burden on em- 
ployers and workers is too great and, in 
turn, the reserve produced as a result of 
the financial assumptions underlying 
the scheme is unnecessary and danger- 
ous. "This issue too, despite the whoop- 
ing and hollering in the newspapers, 
and recently even in the slick-paper 
magazines, is not immediate. The tax 
rate on employer and worker remains 
until the end of 1939 at one per cent; 
it rises so gradually at three-year in- 
tervals that it is not scheduled to go 
above 2 per cent fram each until 1946. 
Indeed, there is no evidence that either 
employers or workers are dissatisfied 
with even the maximum 3 per cent rate. 

Criticism, growing in volume, rather 
centers on the old-age reserve in process 
of building. The usual statement is 


that the reserve is wrong because gov- 
ernment is “spending” the current excess 
of contributions over expenditures (the 
latter are very small because retirement 
benefits do not commence until 1942). 
This really means a fear of misspending, 
with the companion fear of the mischie- 
vous effects of government borrowing 
and credit. 


Basic DEFECT oF INSURANCE PLAN 


All four of these criticisms have es- 
sentially one common origin: they are 
the product of a single concept. It is 
the concept that principles that are 
suitable for private insurance of risk are 
automatically suitable also for social in- 
surance. This is not the place to go 
into detail on all the ramifications of 
the effect of this transfer; but it is quite 
evident that our old-age insurance pro- 
gram is erected essentially on a con- 
tractual-fiscal, and not a social insur- 
ance, concept. 

The scheme was made to be, and 
today on paper is, self-supporting; it 
contemplates no government subsidy. 
Therefore the compulsion on its plan- 
ners, if taxes are to be kept at a bear- 
able maximum, to keep benefits well be- 
low tax income in the first twenty years 
in order to pile up a surplus or reserve 
large enough, with interest and current 
contributions, to meet all benefit de- 
mands after 1980. 

From this basic objective of a self- 
supporting scheme flow the reserve, the 
five-year delay in benefits, and the low 
benefits to the first beneficiaries and to 
low-paid workers (relative to later bene- 
ficiaries and not to their wage credits). 
This private insurance concept demands 
also a careful individual accounting for 
contributions and benefits, and preser- 
vation of contractual equities between 
the two, and, finally, since there is a 
limit to what the two parties can pay, 
the restriction of benefits to cover old- 
age retirement only. 
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CRITICISMS oF ASSISTANCE 


There are two principal adverse criti- 
cisms of the American old-age assistance 
program. : 

The present provisions do not assure 
assistance grants sufficient for minimum 
health and decency. It was the hope 
of the legislative fathers that, through 
_ the lifting power of a fifty-fifty match- 
ing Federal subsidy for each person 
assisted, the richer states would be en- 
couraged to raise somewhat their av- 
erage benefit, and more important, that 
the poorer states would add the Federal 
subsidy to current grants, that is, at 
least double their average benefit. 
(More than one-half the states had no 
effective law.) 

The original draft of the Social Se- 
curity Act gave the Security Board, also 
as an additional control, the right to 
condition Federal subsidy on mainte- 
nance by the states of standards of 
health and decency, but this, like cer- 
. tain other Federal controls, disappeared 
before the draft became a law. The 
result is a disappointing disparity in av- 
erage grants between the states. 

No one expects or wishes that all 
states will pay the same amount; state 
living costs vary considerably, and state 
capacity to finance varies perhaps even 
more considerably. But there is simply 
no justifying the eight states which to- 
day pay less than $10 a month, half 
out of the Federal Treasury. One state, 
Mississippi, touches the incredible low 
of $5.65. 

Even less justifiable perhaps is the 


case of a number of certain other states. | 


The eight states below the $10 average 
are all states without any old-age assist- 
ance law at all before 1935; at least 
they have done something about old age. 
But Delaware in 1934 paid $9.91; to- 
day it pays $10.81. Hawaii paid $7.06; 
today it pays $12.53. The effect of 
Federal aid here has been to reduce 


state financial participation. For both 
this group and the eight states above, 
the Social Security Act has to date pro- 
duced highly disappointing results. 

The American Association for Social 
Security traces this to the provision in 
the Social Security Act that conditions 
Federal grants on what the state pays 
to the individual instead of the average 
assisted person. The states have no 
financial incentive to go above the $30 
practical maximum, produced by the 
limiting of Federal aid to $15 per case 
per month. 


THE POLITICAL INFLUENCE 


A more obvious and critical weakness 
of the old-age assistance program is its 
rather general contamination by parti- 
san politics. It is not often that abuses 
by state political machines reach a stage 
so marked that the Social Security 
Board must make public recognition by 
filing formal charges, holding a public 
hearing, and finally (since one does not 
take these extreme steps unless there is 
an air-tight case) withholding Federal 
grants until the abuses are corrected. 
Published data on current operations of 
state old-age assistance plans are, in the 
absence of collateral information, sug- 
gestive and not conclusive, but a com- 
parison of the figures in the table 
arouses certain suspicions. 

These figures obviously cannot tell 
the whole story; for example, they do 
not include a measure of old-age de- 
pendency. It is probably no coinci- 
dence, however, that all four of the 
states in the lower half of the table 
have been or arein trouble over old-age 
assistance. Some allowance, of course, 
may be made for the probability that 
three of these (perhaps also Ohio) were 
harder hit by the depression than the 
country as a whole and the states in the 
top bracket. But that is still far from 
explaining Oklahoma, for example, with 
an old-age rate far below the national 
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average and an assistance rate more 
than 150 per cent above it. 

This table, incidentally, throws some 
light also on the charge that existing 
financial arrangements in old-age as- 
sistance are ineffective. Delaware ob- 
viously is not erring on the side of lib- 
erality by any standard, Its old-age 
rate is markedly above the national av- 
erage, its assistance rate and average 
grant way below it. But it would take 
some proving, remembering its pre-Act 
average grant, to show that Delaware, 
any more than Colorado or Oklahoma, 
is carrying out the objective of the So- 
cial Security Act. 

As one reaches the states with higher 
average benefits, one can be much less 
certain on this last point. New York, 
for example, with one of the best Acts 
and organizations in the country, now 
pays $23.55; its pre-Act average was 
$20.65. Obviously New York has not 
been encouraged very. much to raise its 
- average grant, but we have no way of 
knowing whether in fact the new av- 
erage is or is not “adequate.” 


EMPHASIS ON CASH BENEFITS 


Much less discussed, but a point that 
will need no proving, among private wel- 





fare agencies, is the feeling that existing 
old-age assistance administration dwells 
too much on cash benefits and ignores 
other elements they would like in a 
complete old-age program, such as ade- 
quate medical care and provision of 
work or hobbies for the active aged. 

There will be no disagreement among ' 
the informed that formal public provi- 
sion for the old does not do the whole 
job; but it will be some time before this 
point of view is generally understood 
and translated into effective action. 

Any statement of criticisms, however . 
brief, carries its own implication of 
judgment. It should be clear, for ex- 
ample, that of the four criticisms of 
insurance, three, in the judgment of the 
author, have ample basis in the attempt 
of its framers to apply private insurance 
principles to a risk completely social, 
and that the idea of the full reserve is 
not a vital part of old-age insurance at 
all. 

Two articles in this volume discuss 
the pros and cons of the full reserve so 
that complete discussion here is out of 
the question, but there is no one, I be- 
lieve, who claims that it is essential 
(from some points of view it may be 
considered desirable), and,a great many 
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people believe it is positively dangerous. 
I am inclined to think we are making 
much too much of the reserve and the 
bogeys it creates. 

The most probable next steps in 
American old-age security will have the 
ultimate result, if not the objective, of 
reducing the reserve to a level that need 
not frighten us unduly. These steps, 
officially under consideration by the Ad- 
visory Council of the Social Security 
Board, will be in the general direction 
of liberalizing benefits, thus raising 
‘costs, and in the absence of a corre- 
sponding increase in taxes (which we 
may discount at 100 per cent at least), 
reducing the reserve. 


POSSIBLE AMENDING LEGISLATION 


It would not be surprising, for in- 
stance, to find Congress very soon dis- 
cussing amending legislation to start 
old-age benefits in 1940 instead of 1942. 
Nor would it be surprising to find the 
present $10 minimum raised consider- 


ably, perhaps to $15 or $20, and wives’ ' 


and widows’ benefits added. 

It may be too late to stem the tide of 
the Townsendites, and liberalization 
may not be enough, but the attempt has 
. to be made. Once it is made we have, 
without talking about it, also taken our 
first step away from the purely fiscal 
concept of old-age insurance, because, 
rather than expect an increase in con- 
tributions, we should prepare ourselves 
for a freezing of the rate at perhaps 4 
per cent, with the unspoken understand- 
ing that the increased cost resulting 
from this and the more liberal benefits 
will have ultimately to be assumed by 


the Federal Treasury. Perhaps in turn 
the Treasury will seek new sources of 
tax income by spreading the base of the 
Federal income tax, but this is not a 
probability for the immediate future. 

There will probably soon also be an 
attempt to strengthen the old-age as- 
sistance scheme. Something evidently 
has to be done to jack up and. give 
further financial aid to the poorer states 
without at the same time discouraging 
the wealthier. A number of proposals 
have been made, the simplest that by 
Epstein, who would substitute as the 
matching basis average instead of indi- 
vidual grants. But, like Epstein, I be- 
lieve the immediate thing is not to hand 
out more money to the states but to 
put some teeth into the Federal control 
provisions. That is the harder thing 
to do, but it must and will be done, else 
the whole Federal-state old-age assist- 
ance idea will collapse and the Federal 
Government will be forced to take over 
entirely. 

It is quite clear that today the states 
do not yet generally regard assistance 
as a combined Federal-state function; 
some few regard it even as a delightful 
new device for eating your cake and 
having it too. We are going to have 
old-age assistance for a long time, and 
as long as possible it should be left in 
state hands; it is a state or local func- 
tion, if ever there was one. But to keep 
it, the states will have to recognize the 
rights of the authority that is putting 
up one-half of the cash and that in 
the last analysis, here as abroad, en- 
joys the markedly superior financial 
position. i ` 
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Aid to Families with Dependent Children 


By Jane M. Hoery 


AFEGUARDING the family, the 
oldest of our social institutions, 
against economic hazards is one of the 
major purposes of modern social legis- 
lation. While family life has unques- 
tioned values for people of every age, 
those for whom it meets the deepest 
needs are children. It is therefore 
worth noting that every protection of- 
fered by the Social Security Act—by 
unemployment compensation, and by its 
provisions for old age—means more se- 
curity for the children of the families 
affected. But whereas family security 
is, as it were, a by-product in these and 
other programs included in the Federal 
Act, it is an explicit objective in the 
program for aid to dependent children. 
Title IV of the Act is expressly in- 
tended to provide assistance for depend- 
ent children living with parents or other 
relatives in their own homes. By the 
autumn of 1938, well over 600,000 chil- 
dren in more than 250,000 families were 
thus being cared for at home with cash 
allowances from combined Federal, 
state, and local funds. 

This emphasis on the family in public 
provision for dependent children is as 
basic as it is familiar. But although it 
has been accepted in principle at least 
since the first state mothers’ aid laws 
were passed in 1911, it appears that we 
are only just beginning to understand 
all of its implications, and that we still 
have a long way to go in discharging 
our full obligations toward the children 
and families for whom aid to dependent 
children is intended. Yet this point of 
view—focusing upon the family in its 
relationship to the individual child—is 
the key to a just evaluation of our pres- 
ent program, as regards legislation and 
administration, as well as service. 
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SCOPE OF THE PROGRAM 


The most obvious effect of Federal- 
state co-operation has been to extend 
the scope of the program. Although all 
but three + states had mothers’ aid laws 
before the Social Security Act was 
passed, about 75 per cent of all the chil- 
dren receiving such aid in 1934 lived in 
nine states. By 1935, probably less 
than one-half the counties with legal 
authority to grant mothers’ aid were ac- 
tually providing it. As compared to the 
270,000 to 280,000 children cared for 
under state and local provisions in 1934, 
the 657,000 aided in September 1938 
represents an increase of about 135 per 
cent. Of this overall total for Septem- 
ber, approximately 95 per cent received 
aid under the Social Security Act, only 
5 per cent being cared for under state 
and local provisions in which the Fed- 
eral Government had no part. 

Forty states and two territories are 
now participating in this Federal-state 
program; but with eight states and one 
territory not yet taking part, it is not 
yet actually nationwide. In this re- 
spect, it has not kept pace with old-age 
assistance, in which, by September 1938, 
every state and territory of the United 
States was co-operating. Until this lag 
is made up, the development of state 
participation must remain a continuing 
objective. 


FEDERAL-STATE CO-OPERATION 


In providing for Federal co-operation 
in this field, the Social Security Act 


1 Alabama, Georgia, and South Carolina. 
Alabama was giving similar aid under a gen- 
eral poor law and passed a specific law for aid 
to dependent children in September 1935. 
Georgia and South Carolina passed their first 
laws for this purpose in 1937. 
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builds directly on state mothers’ aid ex- 
perience during the preceding twenty- 
five years. One of its main purposes 
was to enable the states to correct the 
conditions which had left their earlier 
provisions uneven in operation and in 
many parts of the country largely in- 
effective. To this end it authorized 
Federal grants to the states and estab- 
lished a general framework within which 
state plans shall operate, if they are to 
receive such grants: The plan shall be 
in effect in all parts of the state; the 
state, as distinguished from its local 
units, shall pay part of the cost; the 
program shall be administered by or, 
if locally administered, supervised by a 
single state agency; such methods and 
procedures as the Social Security Board 
finds necessary for efficient administra- 
tion shall be maintained; and state-wide 
standards shall be established, as to de- 
termination of “need,” assistance allow- 
ances, and eligibility. 

But while it is true in general that 
Federal participation has simply en- 
abled the states to strengthen their 
means of meeting an accepted obliga- 
tion, the underlying problems are not 
so simple as this may seem to imply. 
For the strengthening process affects the 
character of administration and, at least 
potentially, of the service rendered to 
families with dependent children. The 
advantages of more effective administra- 
tion and financing are self-evident. But 
other changes stimulated by the Act are 
at least equally important. 

One significant development is in 
standards of eligibility. Under most of 
the earlier mothers’ aid provisions, eli- 
gibility requirements tended to be re- 
strictive for reasons of finance, localism, 
and limited social vision rooted in the 
past history of public welfare. But for 
some years before the passage of the 
Social Security Act, it had begun to be 
recognized that these restrictions tended 
to defeat the purpose of mothers’ aid. 


The standards relating to eligibility 
incorporated in the Federal law reflect 
this more liberal interpretation. Al- 
though participating states need not, 
unless they wish, go as far as the Fed- 
eral Act in liberalizing these standards, 
most of them have followed the national 
definition pretty closely; and in so do- 
ing they have broadened their area of 
responsibility to children and to their 
families, 

The Act provides Federal matching 
of funds for the support of children up 
to 16 years of age; but states with ap- 
proved plans may set the age limit 
eitheir lower or higher, as they desire. 
As a matter of fact, however, all ap- 
proved state plans permit the granting 
of assistance at least up to this age, 
and six extend the permissible age be- 
yond 16, providing for those over this 
age out of state or local funds. 

For residence, the Act sets a specific 
maximum. In contrast to the long pe- 
riods of local as well as state residence 
often required in the past, no state plan 
can be approved which requires local 
residence or more than one year of state 
residence for the dependent child. 
States may reduce even this requirement 
if they wish and still be in conformity 
with the Federal law. Two states now 
omit the residence requirement entirely. 

The provisions with regard to the rel- 
atives with whom a child receiving aid 
may live are also more inclusive in the 
new plans. Federal funds are available 
for aid not only to children living with 
their mothers, but also to those living 
with any of a number of other relatives. 
Again, although this is not necessary for 
approval of their plans, thirty-eight 
states recognize at least all the relatives 
named in the Federal Act; of these, four 
also provide aid for certain other chil- 
dren out of state funds. 

Causes of dependency, under older 
laws frequently limited to death of the 
father—hence the familiar designation 
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of “widows’ pensions”—have been ex- 
tended in the Federal Act to include 
also the death of the mother, the physi- 
cal or mental incapacity of either pa- 
‘rent, or his or her continued: absence 
from home. With only three excep- 
tions, approved state plans recognize all 
these causes. 

One other Federal provision relative 
to eligibility should be mentioned: Fed- 


eral funds may not, be used for the sup- 


port of children in public or private 
institutions. It is recognized that there 
will always be some children with spe- 
cial needs for whom this kind of care 
must be provided. But experience has 
repeatedly proved that it is inadvisable 
to break up a family and send the chil- 
dren to an institution, when the major 
problem is loss of parental support. 
This is the whole purpose and philoso- 
phy of aid to dependent children, a 
purpose which, while not minimizing 
other more specialized needs, must 
clearly recognize its own primary aim. 


ACTUAL AND POTENTIAL AID 


In spite of the fact that the new Fed- 
eral-state program is potentially more 
inclusive than the mothers’ aid laws 
which preceded it, aid to dependent chil- 
dren is probably not yet reaching all the 
children who are in need of and eligible 
for such assistance. Due to lack of so- 
cial data, it is impossible to determine 
accurately how many children may be 
“dependent” within the definition of the 
Social Security Act. But tentative esti- 
mates made by the Bureau of Research 
and Statistics of the Social Security 
Board indicate that the total is prob- 
ably at least one million and may be 
very nearly two million, all told. On 
this basis, it seems likely that Federal- 
state aid, extensive as it is, compared 
with past coverage, is still caring for 
only a fraction of the needy children for 
whom Federal funds might be made 
available. 


Eight states have still to come into 
the program, but this is not the whole 
answer. The number of children aided, 
as compared to the entire population, 
varies more widely among the partici- 
pating states than the differences in 
their standards would suggest. In Sep- 
tember 1938 the number of children 
aided, in proportion to the total popula- 
tion under 16, ranged from 40 or more 
per 1,000 in five states to 10 or less per 
1,000 in four states, the overall average 
being 21 per 1,000. 

Other evidence indicates that some 
states have been relatively slow in 
bringing into their new programs fami- 
lies who, though not eligible under their 
old mothers’ aid laws, might legally be 
aided under the more inclusive provi- 
sions now in effect. Preliminary reports 
from the states, giving data on about 
151,500 children accepted for assistance 
during an eight months’ period,? show 
that nearly severity-five out of every one 
hundred children lived with their moth- 
ers. Of these mothers, sixty-one out of 
every one hundred were widowed; 
twenty-five were deserted, divorced, or 
separated. In slightly more than four 
cases the husband was in a hospital; 
and in less than four, in a correctional 
institution. More than one-half of all 
the children aided were dependent .be- 
cause of a parent’s death. 

Some of the factors which contribute 
to this situation are readily apparent. 
Experience confirms the showing of 
these reports, that the father’s death is 
no doubt the most frequent cause of 
dependency, although it is by no means 
the only cause. The transfer of cases 
previously cared for under mothers’ aid 
may also have made the proportion of 


2 Approximately November 1936 to June 
30, 1937. Social data are annually reported 
to the Social Security Board by the states, but 
analysis of reports for 1937-38 had not been 
completed by the Bureau of Research and 
Statistics when this material was prepared. 
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widowed mothers relatively higher, dur- 
ing the early period covered by these re- 
ports, than it would be later. In a few 
states, as has already been noted, stand- 
ards of eligibility are still somewhat less 
liberal than those of the Federal Act. 
In some, lack of funds has also limited 
the number of children aided. 


PROBLEMS OF INTERPRETATION 


Other influences, less apparent but no 
less important than these, also enter 
into this picture. In some parts of the 
country laws and plans, which in them- 
selves would permit a liberal interpreta- 
tion of aid to dependent children; re- 
main limited in application because of 
hampering opinions and attitudes. 
There can be no question that our 
present, more flexible legal provisions 
represent a definite gain, but this is only 
the skeleton of the program. It is the 
day-to-day operation—and its immedi- 
ate and continuing effect upon children 
and their families—which clothes this 
legal framework with reality. And here, 
although real progress has been made, 
much remains to be done. 

If some communities have clung to 
older and more restrictive attitudes no 
longer required by law, it may be be- 
cause the social values of family care 
for children cannot be expressed in cut- 
and-dried formulae. A point of view 
which accepts the family, as well as its 
children, as a living and changing or- 
ganism is hard to pin down in words. 
As a result, strict literal interpretation 
may seem on the surface to offer a more 
dependable yardstick of eligibility than 
the less arbitrary, though actually 
sounder, standards of experienced social 
judgment. 

As long as all that is not “white” may 
be considered “black,” it looks to the 
inexperienced as if a good many per- 
plexing questions could be dodged. 
This is, of course, a fallacy. It is pre- 
cisely the families in which social values 


are neither “white” nor “black” that 
present the most difficult and the most 
inescapable social problems. ‘The re- 
habilitation of these “in-between” fami- 
lies—those with some social assets for 
all their liabilities—is nowhere more im- 
mediately important than in the care of 
dependent children. 

Although rigid requirements as to the 
“character” of the parents have tended 
to disappear from state laws, in many 


` places the point of view embodied in 


these old restrictions still limits the 
granting of aid. Thus, for example, it 
sometimes seems to be assumed that if 
a parent fails to measure up to a par- 
ticular social pattern, the community 
may wash its hands of all responsibility 
for helping to care for the children. Or, 
if the community does accept some re- 
sponsibility in such cases, it may still 
attempt to tie strings to the assistance 
offered: Transfer from general relief to 
aid to dependent children may proceed 
as if it were a matter of “promoting the 
nice families.” 

Parents whose behavior is looked at 
askance may be given to understand by 
inference that assistance may not be 
available for them unless they mend 
their ways. As a matter of fact, how- 
ever, no state plan which provides for 
conditional allowances will be approved 
by the Social Security Board. Informal 
guardians may be designated for parents 


who are not thought “worthy,” even 


though only legally appointed guardians 
are recognized by the Federal law. 

A special aspect of this problem is 
that of community attitudes toward il- 
legitimate children in need of assistance. 
The Federal law makes no mention of 
illegitimacy and Federal funds are avail- 
able for all children eligible under Fed- 
eral and state laws. Similarly, no state 
with an approved plan has legal provi- 
sions which would exclude such chil- 
dren. But actual practice appears to 
differ considerably from state to state, 
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Two per cent of all the children ac- 
cepted for aid, in the period covered by 
the state reports already referred to, 
were living with unmarried mothers; 
but no such cases were cited in 5 of 30 
reporting, states, and less than 50 in 
each of ‘11 additional states. Even 
where aid is given to such children, the 
conditions imposed may often close the 
door to any really constructive solution 
to the family problem. It is, for ex- 
ample, impossible for a child to receive 
aid in some states, in cases of desertion 
as well as illegitimacy, unless the mother 
takes court action against the father. 

No one will quarrel with the require- 
ment that children receiving assistance 
shall be living in a “suitable” home. 
But it is evident that there are still wide 
differences of opinion as to the wkat, 
when, and how of parental and family 
“suitability.” Responsible and expe- 
rienced leaders in work with dependent 
children have long recognized that many 
“borderline” families may have deep 
ties of affection and genuine emotional 
values for their children in spite of their 
inadequacies. They know, too, that 
these inadequacies are often not in- 
herent; that they are, rather, the result 
of the same disintegrating social and 
economic forces which have made the 
family dependent. 

They also realize that as long as 
these circumstances persist, the family, 
one way or another, will probably be a 
charge upon the community. If help 
is not given through aid to dependent 
children, they will merely be thrown 
back upon already overburdened state 
and local relief programs, which are 
seldom equipped to provide the type of 
assistance and service which will pre- 
vent much greater social costs in the 
future. 

In the light of these considerations, 
the significant question is not whether 
a particular family has somehow man- 
aged to hang onto its “character” in the 


face of all misfortunes. It is more rea- 
sonable to ask whether, given a fair 
chance, the family may not, in the fu- 
ture, regain the “suitability” which 
overpowering odds have jeopardized. 

It may, of course, sometimes be nec- 
essary for a court to remove children 
from their homes and appoint a legal 
guardian. But this step is warranted 
only after every possible effort has been 
made to help the family to rehabilitate 
itself. All our experience in this field 
leads to the conclusion that adequate 
guidance and service is, in the great ma- 
jority of cases, a far wiser course than 
denial of aid, the making of conditional 
grants of one sort or another, or the le- 
gal dissolution of the family group. 


An ALL-ROUND SERVICE PROGRAM 


Important as they are, determination 
of eligibility and the granting of allow- 
ances are thus only the first steps. Con- 
tinuing service and guidance in helping 
families meet the many problems con- 
fronting them are equally essential if 
aid to dependent children is to fulfill its 
purposes. 

Since the program is administered by 
the states, they have the major re- 
sponsibility for this, as for other aspects 
of development. But here as elsewhere 
the Social Security Board offers them 
its full co-operation. Through both the 
field and headquarters staff of its Bu- 
reau of Public Assistance it makes all 
its resources available, at their request, 
for advice and counsel to the states in 
promoting increasingly efficient admin- 
istration and effective service. 

The purpose of all our efforts—Fed- 
eral, state, local—is adequate and con- 
structive help to each child and each 
family in accordance with individual 
needs. During the past three years of 
rapid expansion, these service needs of 
families with dependent children have 
not always received sufficient considera- 
tion in some states and localities—due, 
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no doubt, in large part to heavy case 
loads and pressure of work. But the 
need for continuing growth along these 
lines is fully recognized by the Social 
Security Board and by many state 
agencies. 

The process is twofold, including, on 
the one hand, state-wide improvement 
in the administration of aid to depend- 
ent children itself; and, on the other, 
the increasing integration of all the 
services, including medical care, avail- 
able in each community. Even though 
a great deal still needs to be done, many 
of the states have already taken meas- 
urable steps in both these directions. 

Under the state-wide organization 
stimulated by the Social Security Act, 
state administrative agencies can now 
strengthen aid to dependent children at 
both state and local levels, through 
developing adequate standards, and 
through constructive supervisory and 
consultive service to local agencies. 
Under the co-ordinated state welfare 
departments now established in nearly 
all the states, new channels of co-opera- 
tion between related programs have 
been opened, and these will go far to- 
ward promoting all-round service. 

However dependent children were 
cared for in the past—in institutions, 
or through general relief or local moth- 
ers’ aid—the development of an ade- 
quate program of Federal-state assist- 
ance should have this twofold result: 
at the same time it should relieve the 
local financial burden and provide bet- 
ter care for the children themselves. 
This has a bearing upon the findings, in 
the state reports already cited, regard- 
ing families receiving other kinds of as- 
sistance in addition to aid to dependent 
children. At the time assistance was 
granted, fewer than one-fourth of these 
families were receiving other forms of 
public aid; but of those who were, 
more than one-half received general 
relief. f 


In a number of states it is the prac- 
tice to make allowances for aid to de- 
pendent children on a family budget 
basis, the state assuming the additional 
cost over and above the amount for 
which Federal matching funds are avail- 
able. , This method of family» budgeting 
enables the state and locality to take 
full advantage of Federal grants; and 
experience indicates that it is prac- 
ticable, provided standards and proce- 
dures are so planned as to safeguard the 
interests not only of the family group, 
but also of the children for whose care 
the grants are made. 


FINANCIAL LIMITATIONS 


Effective methods of family budget- 
ing are also important in view of the 
financial limitations of aid to depend- 
ent children in some states. Differences 
in budgeting practice no doubt account 
in part for the wide variation in the av- 
erage payments to families from state to 
state. In September 1938 these av- 
erages ranged from $10.81 to $57.49 
per family, with the average for all the 
participating states coming to $31.72. 

Few states set a legal maximum on 
the amount of aid; and variations from 
family to family in accordance with ac- 
tual need are, of course, to be expected, 
if assistance is equitably administered. 
It is, however, apparent that levels of 
assistance are far from adequate in 
many states. In some, inability to raise 
from state and local sources adequate 
funds to meet the non-Federal share of 
aid to dependent children may be due to 
ineffective tax programs. In others, 
where the needs of dependent children 
and the necessary costs of their care are 
not fully recognized, the available state 
and local funds may not be wisely ap- 
portioned as among this and other pro- 


- grams. 


In still other parts of the country— 
and in the main these are sections where 
need is most likely to be acute—state 
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and local resources are probably too 
limited for adequate financing. Both 
the Social Security Board and the states 
are giving this problem the detailed and 
thorough study which it demands, be- 
fore any solution can be reached. 

Adequate state financing is particu- 
larly important in view of the fact that 
Federal grants are contingent upon the 
amount of state, or state and local, 
money available. Under the present 
provisions for aid to dependent chil- 
dren, the Federal Government pays one- 
third of the states’ total expenditures, 
including administrative cost, except 
that it does not contribute to that part 
of any allowance which exceeds $18 for 
the first child and $12 for each addi- 
tional child in the same home.’ States 
may make their payments lower or 
higher than these amounts; but in the 
latter case, they make up the difference 
from their own funds. 


RECOMMENDATIONS FOR CHANGE 


The Social Security Board has for the 
past two years recommended a change 
which would place Federal grants for 
aid to dependent children, as regards 
both assistance payments and admin- 
istrative costs, on a 50 per cent equal 
matching basis. 

Others have also suggested the possi- 
bility of removing the limitation on 
Federal contributions so that the Fed- 
eral Government could share in what- 
ever allowance was required to meet the 
actual need in each case, regardless of 
the amount. An alternative possibility, 
if this should not prove feasible, is to 
raise the maximum. to at least $18 a 
month for every child. It has also been 
suggested that the present 16 year maxi- 

3 Under the Act the Federal Government 
pays one-half the cost of aid to both the 
needy aged and blind up to a combined Fed- 
eral-state maximum of $30 a month to each 
recipient. To this grant is added an addi- 


tional 5 per cent, which may be used for ad- 
ministration, assistance, or both. 


mum age limit might be increased to 18 
years, in order to permit Federal par- 
ticipation in aid to children in this age 
group. ; 

While the continuing need for more 


adequate financing cannot be over- 


looked, it must also be recognized that 
much more money is available for aid- 
ing dependent children than in the past. 
As of October 31, 1938, Federal grants 
certified for this purpose, for the entire 
period from February 1936 through De- 
cember 31, 1938, totaled more than 
$54,000,000. It was the intention of 
the Social Security Act that these Fed- 
eral funds should supplement, rather 
than supplant, state and local contribu- 
tions. In all but a few states this has 
been the case. 

Expenditures from state and local 
funds for allowances in behalf of de- 
pendent children increased from about 
$41,700,000 in 1935, to approximately 
$53,800,000 in 1937. In addition, some 
$18,200,000 in Federal funds were spent 
for this purpose during 1937, bringing 
the year’s total expenditure from com- 
bined Federal, state, and local funds to 
about $72,000,000. This total, which 
includes expenditures both in States co- 
operating in the Federal-state program 
and in those not yet participating, repre- 
sents an increase of some 73 per cent 
from 1935 to 1937. 


PERSONNEL 


In discussing such a field as aid to de- 
pendent children, any attempted se- 
quence must either appear artificially to 
divorce closely related issues, or it must 
eventually retrace its step to tie to- 
gether the full circle of its subject. 
Thus all of the lines of development al- 
ready traced are not only interrelated, 
but each is also closely bound up with 
one remaining question, the basic issue 
of competent personnel. 

The Social Security Act places upon 
each state the full responsibility for 
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selecting and maintaining its own staff 
for the administration of the various 
Federal-state public assistance pro- 
grams. All approved state plans must, 
however, include, as a requirement for 

. efficient administration, provision for 
the selection of state and local personnel 
according to objective standards of edu- 
cation, training, and experience, to- 
gether with other elements of a sound 
personnel program. 

With a quarter century of growth al- 
ready behind it, aid to dependent chil- 
dren has, on the whole, encountered 
fewer personnel problems than programs 
which have developed later and more 
rapidly. Because of this background, 
more administrative knowledge and ex- 
perience have been accumulated, and 
the public is better prepared to under- 
stand and accept the need for well- 
qualified personnel. Efforts have been 
made, in most states, to develop effec- 
tive personnel procedures and to place 
the administration of aid to dependent 
children, on both state and local levels, 
in the hands of well-equipped public 
welfare workers. Nevertheless, the de- 
velopment of really competent admin- 
istration has encountered many difficul- 
ties in some parts of the country. And 
these must be met if aid to dependent 
children is to provide the quality of 
service essential to its objectives. 


BUILDING FOR THE FUTURE 


Though many problems remain, de- 
velopments in the past three years point 


to continuing progress in the family care 
of dependent children. The fact that 
many of these problems—actually long- 
standing—are now beginning for the 
first time to be generally recognized is 
in itself encouraging. Trends toward 
increasing coverage, more adequate 
financing, better organization, increas- 
ingly effective administration, and more 
constructive service offer still more posi- 
tive evidence of progress. Although 
the attainment of these objectives is by 
no means fully realized, yet all these 
lines of development are now quite 
clearly defined. 

The Federal and state legislation en- 
acted in recent years provides solid 
ground for far-reaching growth. Safe- 
guarding needy children against want 
is essential; but it isnot enough. Keep- 
ing dependent families together is im- 
portant; but it, too, is not enough. Be- 
yond these immediate responsibilities, 
aid to dependent children has both op- 
portunity and obligation to help fore- 
stall future dependency. Insofar as it 
can aid the families whom it serves to 
reconstruct their lives, it iricreases the 
probability that their children will grow 
up prepared to stand on their own feet 
and in their turn to meet the normal 
hazards of maturity. The goal, still 
distant but already within sight, is to 
develop throughout the Nation a kind 
of assistance that will enable families 
now in the dependent class to fulfill 
their own responsibilities to their chil- 
dren and to society. 


Jane M. Hoey is director of the Bureau of Public 
Assistance of the Social Security Board, Washington, 
D.C. Prior to joining the staff of the Social Security 
Board, Miss Hoey was assistant director of the Wel- 
fare Council of New York City and g member of the 
New York State Crime Commission. She has also 
been associated with the New York Tuberculosis and 
Health Association, the American Red Cross, the New 
York City Board of Child Welfare, and the New York 
State Correction Commission. ; 


Child Welfare Services 


By Mary Irene ATKINSON 


T parts of the Social Security Act 
were included in recognition of 
widespread need for aid to states and 
local communities in the care and pro- 
tection of socially handicapped chil- 
dren—the dependent, the neglected, and 
those in danger of becoming delinquent. 
Title IV authorizes grants to the states 
for assistance to needy, dependent chil- 
` dren in their own homes or cared for by 
relatives as part of the public assistance 
program administered by the Social Se- 
curity Board. Title V, Part 3, admin- 
istered by the Children’s Bureau, au- 
thorizes an’ annual appropriation for 
Federal grants to the states of $1,500,- 
000 for the following purposes: (1) to 
aid state public welfare agencies in en- 
couraging and assisting adequate meth- 
ods of community child welfare organ- 
ization in areas predominantly rural and 
other areas of special need; (2) to pay 
part of the cost of district, county, or 
_ other local child welfare services in areas 
predominantly rural. 

For child welfare services no speci- 
fied ratio of financial contribution by the 
state or local government is required, 
and there are no specific items which 
must be shown in state plans. The 
plans must, however, be directed to- 
ward carrying out both purposes men- 
tioned in the Act and must show state 
or local participation in meeting the cost 
of local service. 


ALLOTMENTS 


Federal funds are allotted to the 
states by the Secretary of Labor, $10,- 
000 to each state and the remainder on 
the basis of rural population. The 
amounts thus made available to state 
agencies are used chiefly for providing 
state and local staff service. They are 
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not available for maintenance of chil- 
dren in their own homes, in foster 
homes, or in institutions except in emer- 
gencies. Thus the program is one of 
service only, assisting state welfare 
agencies to develop or strengthen execu- 
tive, supervisory, or consultative serv- 
ices which will promote the development 
of more adequate community programs 
of child care and protection; and plac- 
ing in rural areas workers equipped to 
stimulate awareness of children’s prob- 
lems and the organization of resources 
to deal with them, and to assist parents, 
teachers, juvenile court officials, and 
others in dealing with individual chil- 
dren handicapped in their home or com- 
munity relationships. In most states 
limitation of funds has made it neces- 
sary to develop local services on a dem- 
onstration basis in the hope that they 
will stimulate greater community sup- 
port and more adequate community or- 
ganization for child welfare work, and 
provide a basis of practical experience 
that can be utilized in extending such 
services throughout the state. 


SERVICES 


The child welfare program receiving 
aid under Title V of the Act does not 
constitute a separate unit of service. 
It is closely related to other functions 
of state and local public welfare organ- 
ization, including services to families 
through public assistance or general re- `. 
lief, care of children in institutions and 
foster homes, state supervision of child- 
caring agencies and institutions, juvenile 
court and probation work, legal and so- 
cial protection of children born out of 
wedlock, and care and protection of 
physically handicapped and mentally 
defective children. 
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The need for Federal aid for services 
to socially handicapped children was 
recognized by the 1930 White House 
Conference on Child Care and Protec- 
tion, which declared that every child 
in special need has a right to service 
from a public welfare organization, and 
recommended that Federal grants-in-aid 
be made available to the areas most in 
need of such service to children and 
least able to provide it. The Confer- 
ence pointed out also the extent to 
which children still suffer from condi- 
tions of destitution, neglect, and other 
forms of social handicap, and the lack 
of state-wide provisions extending into 
rural areas and small towns and dealing 
with children’s problems at their sources 
before homes are broken up and chil- 
dren separated from parents and rela- 
tives. 

When the Social Security Act was 
under consideration in Congress, only 
one-fourth of the states had made provi- 
sion for public county organization for 
child welfare work under state leader- 
ship, and in only one state was the pro- 
gram in effect in practically all counties. 
Only twenty-six states and the District 
of Columbia had divisions within their 
state welfare departments that had been 
conducting or supervising child welfare 
services on a state-wide basis. The con- 
tent of these programs varied greatly. 
Eleven states had no legal basis for the 
establishment of a child welfare division 
within the state welfare department, al- 
though in a number of these states there 
were laws giving the state some respon- 
sibility for the care and protection of 
children and for some form of institu- 
tional care for dependent or delinquent 
children. Eleven states, Alaska, and 
Hawaii carried on certain state child 
welfare functions, but they had need 
for development of community organ- 
ization for social welfare and for stimu- 
lation of preventive and protective serv- 


ices in local areas. 
e 


FEDERAL, STATE, AND LOCAL 
PARTICIPATION 


The states for the most part availed 
themselves promptly of the opportunity 
for Federal participation in the exten- 
sion of child welfare services. In some 
states initiation of the program was de- 
layed pending the establishment or re- 
organization of the state welfare depart- 
ment. In addition to the forty-eight 
states, Alaska, Hawaii, and the District 
of Columbia were eligible to participate 
in the program. Thirty-four of these 
jurisdictions (hereafter called states) 
established the program in 1936, forty- 
five were co-operating in 1937, and fifty 
in 1938. Wyoming has not yet sub- 
mitted a plan. 

Steady advance in the development 
of the program is indicated by figures 
showing payments for 1936, 1937, and 
1938, and requests for funds approved 
under plans developed by the state 
agency and the Children’s Bureau for 
1939, 


FEDERAL PAYMENTS To STATES FOR CHILD 
WELFARE Services, Fiscan YEARS 
ENDED JUNE 30 


1936 (last 5 months) ......... $ 227,954.12 
IOT dileru oc boo nEn ood bre ways 969,827.23 
TIIB ane a os weld erase ce 1,351,638.44 


Federal funds requested under 
approved plans, 1939 (as of 
January 1) 


2,151,553.28 


The amounts for each year subsequent 
to 1936 include unpaid balances avail- 
able for the succeeding two years from 
allotments for previous years. 

Annual allotments range from $10,- 
000 for the District of Columbia, 
$10,942.31 for Alaska, and $10,953.84 
for Rhode Island, to $72,932.71 for 
Texas. Including balances carried over 
from allotments of ‘previous years and 
incorporated in approved plans for the 
fiscal year 1939, the amounts available 
to the states for that year, as of De- 
cember 1, 1938 are as follows: less than 
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$25,000, fourteen states; $25,000 to 
$49,000, nineteen states; $50,000 to 
$74,000, twelve states; $75,000 or more, 
five states. 

Each year, funds from state and local 
sources have increased, and they now 
form a substantial part of the sums 
available for the child welfare program. 
Frequently financial provision for the 
care of children in boarding homes is 
recognized as part of the state or local 
contribution. Awareness of the need of 
funds for maintenance of children in 
their own homes and in boarding homes 
_ has been greatly stimulated by the child 
welfare work under the program. In a 
number of states, however, the Federal 
funds used for child welfare services ex- 
ceed the state funds if institutional care 
be excluded. Plans are being made in 
many states to endeavor to secure ap- 
propriations which will permit expan- 
sion of state child welfare programs and 
development of enlarged facilities for 
leadership in the whole field of service 
to children. As local child welfare pro- 
grams prove their worth, many counties 
or other local areas are assuming in- 
creased financial responsibility, thus 
permitting improvement and extension 
of the program or release of Federal 
and state funds for use in other com- 
munities. 


FEDERAL, STATE, AND LOCAL 
ADMINISTRATION 


The Children’s Bureau through the 
staff of the Child Welfare Division, 
which includes a Director, an Assistant 
Director, five regional consultants, and 

` a specialist in Negro child welfare work, 
participates in the joint development of 
plans and gives advisory and consulta- 
tion service to state welfare agencies. 
In the formulation’ of general policies 
the Bureau has had the assistance of an 
Advisory Committee on Community 
Child Welfare Services, whose members 
are experienced in dealing with social 
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problems affecting children and in the 
handling of child welfare activities. A - 
Special Advisory Committee on Train- 
ing and Personnel has given assistance 
to the Bureau in its child welfare pro- 
gram and to the Social Security Board 
in the public assistance program, both 
of which are usually administered by 
the same state welfare agencies. 

In the states, effort has been made to 
co-ordinate the Federally aided child 
welfare services with other state services 
for children. The workers paid from 
Federal funds constitute part of the 
staff of the child welfare bureau or di- 
vision within the state welfare depart- 
ment. In all the states which did not 
have a child welfare program before the 
passage of the Social Security Act, en- 
abling legislation has been passed and 
Federal funds have been used to develop 
initial services and lay the foundation 
for a more comprehensive program. 

Child welfare funds in some states are 
used for payment of part of the cost of 
a unified supervisory field staff provid- 
ing service to local communities in the 
administration of both public assistance 
and child welfare programs: Consultant 
services from state child welfare staffs 
are available to local workers dealing 
with socially handicapped children, and 
state leadership is being given in stimu- 
lating local interest in child welfare 
needs. The professional staff of the 
state includes social workers with train- 
ing and experience in dealing with prob- 
lems of children, specialists in such 
fields as training for child welfare work 
and psychiatric social work, and, when 
not otherwise available, psychiatrists 
and psychologists. Special research and 
demonstration projects have been un- 
dertaken by many of the state agencies. 

The child welfare worker, who in 
most cases is attached to the local pub- 
lic welfare unit, is the nucleus of the 
program for child welfare services in the 
local demonstrations established by the 
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state agency. She studies the problems 
of the child who is referred to her by 
_ the schools, the police, the juvenile court 
worker, the neighbors, or the family, to 
determine with the aid of others what 
the child needs and to see whether ar- 
rangements can be made to meet that 
child’s need at home, at school, in the 
community, or if necessary in the hos- 
pital, the foster home, or the children’s 
institution. The effort of such workers 
is directed mainly toward the prevention 
-© of child dependency, neglect, and delin- 
quency. Foster home placement has 


been developed in many areas, where it. 


has been given its proper place as one 
tool among many that may help to solve 
a child’s problem. 

Only one story can be included in 
illustration. In one home a father with 
four motherless children and with a low 
income from relief or W.P.A. wages was 
unable to cope with the. problems of 
housekeeping and care of the children. 
The home was in danger of disintegra- 
tion. The four-room house had been 
destroyed in the flood and the family 
were living in a tent. All the children 
were seriously retarded in school. The 
oldest boy, who had helped most at 
home, left to go toa C.C.C. camp. The 
second boy ran away. The child wel- 
fare worker was able to arrange for the 
return of the runaway boy and his ad- 


justment at home, for house repairs pro-' 


vided by the Red Cross, for special help 
for the children in school, and for house- 
keeping service from the W:P.A., ar- 
ranged in co-operation with the town- 
ship supervisor. The next few months 
brought a new family solidarity and the 
prospect of much better care for the 
children. 

Groups of children with special handi- 
caps have benefited from the expansion 
of child welfare services through Fed- 
eral participation. Negro child welfare 
workers have been employed in eight 
states. The special consultant in Negro 
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child welfare work on the staff of the 
Children’s Bureau has assisted several 
states in the development of their pro- 
grams for the care of dependent and 
delinquent children and other programs 
as they relate to Negro children. 

As of June 30, 1938, Federal funds 
for child welfare services were utilized 
in 29 states for child welfare workers 
under local boards or welfare officials 
in 247 counties. In 17 states (includ- 
ing 2 of those mentioned above) 103 
child welfare workers employed by the 
state welfare agency were assigned to 
181 counties. In 4 New England states 
in which administration of welfare is 
not on a county basis, 9 workers were 
serving 7 areas including 144 towns. In 
all, child welfare workers on local staffs 
or assigned to local units by the state 
department were serving 428 counties 
and 7 local New England areas. In 
addition, there were 51 state workers 
doing some case work with individual 
children in districts covering a number 
of counties, looking toward the develop- 
ment of local child welfare services. 
Such service was being given in approxi- 
mately 800 counties. 


PERSONNEL AND TRAINING 


The Children’s Bureau and the state 
welfare agencies early recognized that 
no program of service to children could 
be carried on effectively without quali- 
fied personnel, As child welfare work 
presents opportunities for the introduc- 
tion of special skills in case work service 
and community relationships, it was im- 
portant to select staff on the basis of 
professional qualifications and proved 
ability in the field of child care. The 
Children’s Bureau Advisory Committee 
early in the development of the program 
suggested certain basic requirements for 
|child welfare workers and the super- 
visory staff as applicable to all areas, 
and the state welfare agencies for the 
most part have developed minimum 
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standards of qualifications for person- 
nel. These have been followed gen- 
erally in’ making staff appointments. 
No attempt has been made to super- 
impose uniform personnel standards 
upon the states. 

It was clear from the beginning that 

with the great emphasis in many states 
upon employing legal residents, and the 
limited supply of well-qualified chil- 
dren’s workers, there was need for some 
provision for improving the competence 
and skill of workers. Various training 
devices have been approved in state 
plans. The two methods most widely 
utilized involve granting educational 
leave for attendance at professional 
schools of social work, and intensive 
supervision of workers on the job. 
- An analysis of the education and 
training of 478 state and local profes- 
sional child welfare workers, paid in 
whole or in part from Federal funds 
(January, 1938), showed that 391 had 
college degrees and 93 had done grad- 
uate work in fields other than social 
work, A total of 358 had had some 
training in a school of social work, and 
214 of these had had at least one full 
year of such training. ` 

The efforts on the part of the states 
to improve the quality of their workers 


_ in child welfare services and to safe- 


guard their personnel have been very 
real. To these efforts may be attributed 
much of the successful growth of this 
specialized program. In some states, 
requests from local areas for children’s 
workers far exceed the funds or the 
workers available. Interpretation of the 
service aspects of local public welfare 
programs, particularly in rural areas, is 
opening up new possibilities for the pre- 
vention and treatment of dependency, 
neglect, and delinquency. 


CHILDREN RECEIVING SERVICE 


Reports from the various states indi- 
cate that in June 1938 more than 42,- 


_ mentally handicapped 


000 children were given service by child 
welfare workers employed under the 
program. Among these children were 
those who presented conduct problems 
in the school or the community; chil- 
dren in need of treatment or special 
training because of physical handicaps; 
children for 
whose care planning was needed; chil- 
dren whose home conditions threatened 
their physical or social well-being; and 
homeless or dependent children for 
whom financial support or a place to 
live or both had to be arranged. Out 
of the work with individual children 
grow community consideration of the 
resources for dealing with children’s 
problems, and the endeavor to make 
needed facilities available. The child 
welfare worker makes possible intelli- 
gent consideration of the child’s diffi- 
culties, and helps in the utilization of 
whatever resources for aid the com- 
munity affords. 


EXPERIENCE IN ONE STATE 


The value of Federal assistance in the 
development of child welfare services 
during the present period of reorganiza- 
tion and development of state and local 
public welfare service may be illus- 
trated by the following account of what 
has happened in one state. 

Prior to 1937 only one county in the 
state offered a program of service on 
children’s problems. A few juvenile 
courts, a few inadequate state institu- 
tions for children, a few church. and 
private institutions for children, and two 
child welfare workers on the staff of the 
Department of Public Welfare com- 
pleted the picture. 

On July 1, 1937, child welfaré serv- 
ices were initiated and attached to the 
division of child welfare in the newly 
organized and enlarged. State Depart- 
ment of Public Welfare. The program 
has enabled the Department to offer the 
entire state assistance in case work for 
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children through district consultants and 
child welfare workers in county units, 
and has been instrumental in giving the 
directors of county departments of pub- 
lic welfare a better understanding of 
individual case work values. It has 
been the means of securing increased 
understanding among public officials 
and influential citizens of the needs of 
children in their communities and of 
better ways of meeting these needs. 

District consultants have carried 
some case work, responding to calls 
from county directors and judges, and 
have offered consultation service in fun- 
damental problems and in community 
organization, 

By February 1938, eight child wel- 
fare units, most of them serving a single 
county, had been established, providing 

‘the services of a child welfare worker 
with some special training. In these 
units the quality of service given chil- 
dren, the growing co-operation of local 
directors of public welfare, and the 
growth in the community of under- 
standing and interest in children’s needs 
have steadily advanced. 

Six students were given scholarships 
for further training in social work, of 
whom three are now at work in the 
children’s program in the state. 

In January 1938 a psychologist was 
added to the staff of the Child Welfare 
Division, thus affording the first public 
service of the kind in the state. Psy- 
chological clinics are being held in each 
district, and an interpretation of the 
causes of behavior problems is being 
given to school teachers and public offi- 
cials. In April 1938 a special consult- 
ant on child placing was added to the 
staff. Co-operative agreements between 
county welfare departments and the 


state department have been set up for 
the protection of children in foster 
homes. . 

The. outstanding problems in this 
state program are the grave financial 
situation in the state and the difficulty 
of obtaining qualified personnel. 


CoNCLUSIONS 


Among the gains that have been made 
during the three years of the co-opera- 
tive Federal-state program of child wel- 
fare services are the following: 

The program has demonstrated the 
need for and the practicability of serv- 
ices for children in rural areas. 

There is a new understanding of a 
broad preventive child welfare program 
of which foster care is a part but not a 
major function. 

There is general acceptance of the 
soundness of localization of social treat- 
ment facilities for families and children. 

A program of child protection and 
prevention of dependency, neglect, and 
delinquency can achieve its special ob- 
jective only as related programs, such 
as public assistance, general relief, crip- 
pled children’s services, and various 
types of private children’s services, are 
available in each community. 

Federal aid for child welfare pro- 
grams should lead to state recognition 
of the limitations of local resources and 
to state participation in the cost of lo- 
cal programs. 

Expansion of the Federal-state pro- 
gram for child welfare services should 
be considered after the states have com- 
pletely absorbed the Federal aid now 
available, and after experience has 
shown whether the program should re- 
main limited to chiefly rural areas or be 
extended to all areas. 


Miss Mary Irene Atkinson has been director of the 
Child Welfare Division of the Children’s Bureau, 
United States Department of Labor, Washington, 
D. C., since the Division was created in October 1935. 


Appraisal of Social Security Provisions Affecting 
Children 


By Paur T. BEISSER 


N THE score of positive evalu- 
ation, it would be thrilling if one 
could reduce to a factual, quantitative 
appraisal what the benefits of the Social 
Security program mean to this and suc- 
ceeding generations of children. Not 
just aid to dependent children, but ev- 
ery provision for old age and unemploy- 
ment means something definite to count- 
less millions of children. 

For some years, even during those we 
regarded as the prosperous twenties, 
millions of children have been growing 
up in the shadow of economic fear. 
The fear has been their parents’ fear of 
unemployment, of inadequate wages, of 
destitute old age. But the shadow of 
that fear was the state of mind of these 
adults and of the family, the mental and 
emotional state developed by them. 
This has a greater effect upon children 
than the actual deprivation of material 
things. 


INSECURITY WITHIN THE CHILD 


Children can endure the lack of ma- 
terial things. They are not as pro- 
foundly affected by inadequate diet, 
poor housing, or scanty clothing as 
adults imagine, ‘particularly when they 
have known little else and most of their 
associates are in like state. What does 
have a lasting effect is the family, the 
parental atmosphere which so often as- 
sociates itself with fear and privation, 
the distortion and pauperism of mind 
and spirit, which sets up currents of in- 
security in the child’s mind. If we have 
learned any one thing more than an- 
other from modern psychology, it is that 
insecurity within the child presents the 
greatest danger to his growth and de- 
velopment into a normal personality. 
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Child-caring experts know from their 
experience the direct relation between 
such insecurity and the child’s physical 
health and growth. The close relation 
between it and poor adjustment in 
school has been observed. Recent stud- 
ies of delinquency indicate that much 
of our problem of juvenile delinquency 
originates in that insecurity. It should 
be obvious, therefore, that everything in 
the Social Security program is a benefit 
to children insofar as it contributes to 
lifting this great shadow from their 
lives. 

With regard to specific provisions di- 
rected toward children, it must be ad- 
mitted that no genuine appraisal can yet 
be made. There has not yet been time 
enough for the program to reach its 
present potentialities. According to the 
October bulletin of the Social Security 
Board, the status of the aid-to-depend- 
ent-children provisions in August 1938 
was that nine states had no approved 
plan as yet and Virginia and Florida, 
with plans approved, were not yet mak- 
ing payments. The gains in a year’s 
time were considerable. August 1938 
shows an increase over August 1937 of 
30 per cent in the number of children 
receiving aid. The amount of money 
paid showed a greater gain in the year, 
35 per cent. The rate of gain is slowing 
down, as August 1938 shows an increase 
over July 1938 of only 1.7 per cent in 
the number of children receiving aid, 
with sixteen states showing an actual 
decrease. 


AVERAGE MONTHLY PAYMENTS 
The average payments per month to 
families range from $10.76 in Arkansas 
to $62.91 in Massachusetts; with a gen- 
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eral average of $31.73 per month. 
Twenty-four jurisdictions are below this 
average in their monthly grants. Ap- 
parently the increasing of the family 
budgets is prọceeding at a more hope- 
ful rate than the coverage for eligible 
children. At that, the budget level is 
not very much above the average 
monthly grant to general relief cases 
($24.09) for August 1938. 

It is when we compare aid to depend- 
ent children and old-age assistance that 
the more unfavorable picture comes to 
light. Here we see the tragic price 
which we are paying at the moment for 
a system of categorical relief, insofar as 
children are concerned. Comparing the 
two forms of assistance, as of August 
1938, the average is 218 per 1,000 over 
65 years of age receiving assistance, as 
against 22 per 1,000 under 16 years of 
age. The average grant per aged person 
is $19.17; the average grant under aid 
to dependent children is $31.73 per 
month per family, and $12.88 per month 
per child. An aged couple may well be 

‘ receiving as much as a widow with five 
or six children. From the taxpayer’s 
point of view, we are paying 26 cents 
per month per inhabitant of the United 
States for the aged as against 8 cents 
for aid to dependent children. 


One of the arguments of those who | 


stoutly defend categorical forms of re- 
lief administration is that the categori- 
cal group is isolated and can be focused 
upon, so that public interest can be 
aroused to the point of providing ade- 
quately for the group; that some of the 
public are interested in the aged, some 
in children, some in the blind. The 
principle seems to have backfired on the 
children’s group—naturally so, with the 
infection of Townsenditis spreading 
wildly, the aged voters forming pressure 
groups as children cannot, and old-age 
assistance rapidly acquiring the status 
of an inherent right in the minds of all 
too many people. 


Taxing methods and tax resources be- 
ing what they are, there is just so much 
money available in a state at a given 
time. A Social Security Board study in 
March 1938 estimated that 64 per cent 
of all persons 65 years of age or over 
were dependent. Less than 22 per cent 
of these are now receiving assistance. 
Pending applications indicate that even- 
tually we can expect a much higher pro- 
portion on the rolls: The size of the 
average monthly grants has been mount- 
ing steadily (from August 1937 to Au- 
gust 1938 an increase of 24 per cent) 
and pressure groups are working con- 
stantly and vigorously to increase them. 

With this staggering handicap im- 
posed upon the dependent children cate- 
gory, one wonders whether it will ever ` 
regain its place in the sun—or rather in 
the appropriation bills. It would seem 
that experience has taught that the citi- 
zen’s sympathies may be enlisted in 
child welfare but his voting proclivities 
appear to focus elsewhere. 


OTHER HANDICAPS 


There are several other important 
handicaps to the extension of aid to 
dependent children for more adequate 
coverage. In the last analysis, eligibil- 
ity is bound to be influenced by the 
motes of the community. And so there 
are children, whose need is genuine, who 
are excluded either by law or by prac- 
tice because of parochial, moralistic 
points of view. 

Furthermore, where the issue of eligi- 
bility revolves around the “physical or 
mental incapacity” of a parent, it is to 
be settled on the basis of reliable diag- 
nostic service in the field of medicine or 
psychiatry. There are many spots in 
this country where such diagnostic fa- 
cilities are nonexistent or are so scarce 
that they seriously handicap the task of 
determining eligibility. Here we have a 
large group of children to whom the 
doors of categorical assistance remain 
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closed—and in the very places where 
general public assistance is likely to be 
nonexistent or most scanty. 

Finally, there is the arbitrary factor 
set up in the Federal Jaw itself, which, 
while giving 50 per cent reimbursement 
on old-age assistance, carries only one- 
third of the load of aid to dependent 
children. Equalization of reimburse- 
ment would go far toward counteracting 
the other handicaps. 

Accepting for the moment the finan- 
cial discrepancies and other handicaps, 
we turn now to an evaluation of some 
other features in the picture. In many 
places the personnel of the public as- 
sistance administrations carries a load 
of cases made up of all the categories. 
The aid-to-dependent-children cases are 
likely to present a wider range and 
greater number of occasions calling for 
the service and the attention of the 
workers. With a high and varied case 
load, it is impossible to expect adequate 
response to these service needs. 

The enormous sweep and rapid ex- 
pansion of the Social Security program 
set up a well-nigh impossible task of 
recruiting qualified personnel. Coming 
on the heels of the Emergency Relief 
program, with its catch-as-catch-can 
personnel recruiting, the Social Security 
administration has naturally lifted over 
many of these workers. The result has 
been that in many places, even in some 
states where there had been good moth- 
ers’ aid administration, there is the 
tendency to level out to a mediocre 
plane of service, confined largely to de- 
termining legal eligibility and dispens- 
ing aid. 

To some social case workers, con- 
templating outstanding examples of 
mothers’ aid programs, this seems like 
a-sad loss of hard-won ground. And 
some people, viewing the giant size of 
the program, the millions spent, and 
the more than 600,000 children receiv- 
ing aid, assume in smug complacency 
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that the job is in hand and is being 
done. 

Parenthetically, a comment might be 
made here concerning the place of the 
auditor in the process of granting as- 
sistance. Since the Federal grants-in- 
aid are in terms of one-third of the 
amount expended up to $18.00 per 
month for the first child and $12.00 per 
month for each additional child in the 


family, it follows that any checkup by - 


Federal auditors is on a case-by-case 
basis. A definition of “dependent chil- 
dren” is also in the Federal Act. One 
can understand why the cry arises in 
many places that the Federal auditors 
are having much to do with determining 
eligibility. . 

No one objects to a fiscal audit. And, 
to be sure, if we have categorical relief 
and we put a ceiling on the share of 
Federal aid per case, we must perforce 
have a checkup. However, the method 
followed hardly contributes to smooth 
working relationships and unity of pur- 
pose of the government jurisdictions, 
Federal, state, and local, which are in- 
volved. 


SHALL WE FurNIsH Case Work 
SERVICE? 


No one denies that for the most part 
the personnel administering the assist- 
ance is untrained, in the sense that so- 
cial work uses the word. A great task 
lies ahead to develop a personnel with 
the skill and the wisdom which qualifies 
it for the task of determining eligibility 
and administering the relief. The seri- 
ous issue to be decided is, should we 
also attempt to qualify them to give 
what the professional social worker re- 
fers to as “case work service’? During 
the early years of the mothers’ aid 
movement and the first old-age pension 
programs there was a distinct emphasis 
in this direction. 

The theory apparently was that the 
set of circumstances which accounted 
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for the need, in any given case, of the 
special form of financial relief also im- 
plied the need for case work service. It 
is a principle which has never been seri- 
ously applied to the administration of 
war veteran pensions or unemployment 
insurance grants. In the case of the 
latter, as with the old-age benefits, the 
argument will be advanced that the re- 
lief is money for which the recipient and 
his employer were directly taxed. 


MILLIONS OF CASES 


But here we are on the threshold of a 
social security provision for uncounted 
millions of cases. They are made up of 
people who will be receiving old-age as- 
sistance, old-age benefits, survivors’ 
benefits, unemployment compensation, 
unemployment relief, aid to dependent 
children, aid to the blind, work relief, 
general public relief—so far as many 
states are concerned—and quite pos- 
sibly medical relief for the indigent. 

This gigantic coverage of what is at 
the moment calculated at about 17 per 
cent of the total population, with the 
conglomeration of forms of financial as- 
sistance, means a huge and costly job 
of administration varying from clerical 
issuing of automatic grants to careful 
determination of continuing eligibility. 
This coverage and the relief-issuing 
process will acquaint us with the in- 
‘ numerable personal and family prob- 
lems which can arise in such a popu- 
lation. 

It seems impossible to think of fur- 
nishing to all what the social worker 
means by skilled case work service. 
Furthermore, how can we justify the 
cost of furnishing it to these and not to 
the great body of families with similar 
problems, whose financial resources, se- 
cured by their own efforts, may be little 
if any greater? Might it not be best 
to keep clearly separate in our thinking 
the two different things? 

On the one hand, we have the prob- 
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lem of provision for economic security 
through adjustment of production and 
distribution, through public works, work 
relief, and—for those who cannot work 
—financial grants-in-aid. On the other 
hand, we have the problem of furnishing 
services and social treatment for those 
whose family and personal problems are 
beyond their capacity to meet and to 
solve. Here we have the area where 
private social work must be geared in 
co-operatively to do its share. 

It would seem that some of this sort 
of thinking lay behind another feature 
of the Social Security program provi- 
sions for children, the child welfare 
services. As provided by Part 3, Title 
V of the law, the purpose is to enable 
the Federal Government to co-operate 
with state public welfare agencies in 
establishing, extending, and strengthen- 
ing public welfare services fot children, 
especially in predominantly rural areas. 

These child welfare services are “for 
the protection and care of homeless, de- 
pendent, and neglected children and 
children in danger of becoming delin- 
quent.” Here we have specific mention 
of one group, “homeless,” not covered 
by the aid-to-dependent-children provi- 
sions, and two classes, “neglected” and 
“in danger of becoming delinquent,” 
who may or may not be among those re- 
ceiving financial assistance. 

In a sense, we have another category 
here—this time not a category of finan- 
cial aid but a categorical service. By 
some happenstance of administrative 
planning this function landed in the lap 
of the Children’s Bureau of the Federal 
Department of Labor along with serv- ' 
ices for crippled children and services 
for maternal and child health. 

This part of the program represents 
grants to states mainly on the basis of 
their proportion of the rural population. 
The total appropriation is small, the 
states’ shares varying from $11,036 for 
Nevada to $72,932 for Texas (allotment 
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for the fiscal year 1937). The Chil- 
dren’s Bureau has been firm in holding 
to its high specifications, especially as 
to personnel qualifications and salaries. 
As a result, these services have drawn 
many well trained children’s workers 
from the private social work field. 


DIFFICULTIES INVOLVED 


Some of the difficulties are obvious. 
The program is so small and the work- 
ers are so few that it must be hitched 
on to the regular relief administrative 
unit which is carrying out the Social 
Security Board program. The workers 
are specialists, a trained case-work 
group, for the most part. Their salaries 
are probably higher than the local level. 
They are part of a separate supervisory 
jurisdiction which is quite distinct from 
the Social Security Board in the Wash- 
ington scene. It must be difficult to 
keep them from being regarded as a 
group apart. Yet when they are work- 
ing in a county the area of service they 
perform overlaps and is bound up in 
and is often dependent on the function- 
ing of the county welfare unit, as it 
deals with aid to dependent children 
and general relief. 

It is difficult to say at this point 
whether the child welfare services rep- 
resent mainly a supplementation of the 
county welfare program in terms of 
skilled service available for children’s 
problems (in the relatively few counties 
they can touch) or whether they are a 
genuine educational force permeating 
the entire welfare system, stimulating it 
to focus on recognition of and service 
to case work problems. It certainly has 
the potentiality of doing the latter. 

These child welfare services are bring- 
ing to the attention of the community 
the special needs of children. Through 
their contact with the schools, espe- 
cially, they are uncovering the behavior 
problems, the family neglect situations, 
and the special medical problems. Many 


of these are in families not under cate- 
gorical relief. Some of them are prob- 
lems involving care or treatment of the 
child away from his own home. 

Already much is heard of the scarcity 
of provisions for foster home and special 
institutional service, for skilled mental 
diagnosis service, and for special pedi- 
atric treatment. The very things which 
the child welfare services are bringing to 
light are the ones not provided for in 
the Social Security setup, and likewise 
are not provided (or scantily so) by lo- 
cal public or private social work in rural 
areas. 

In a way, it seems that the history of 
private social work is repeating itself in 
this public program. There, too, there - 
was the development of family relief 
service with a preoccupation with the 
material and environmental needs of the 
families. Children’s agencies and insti- 
tutions grew up in great numbers to 
care for children who somehow were de- 
tached from their own homes, ~ 

There came the point where, along 
with these agencies, the child guidance 
clinics, medical clinics, school visiting 
teachers, juvenile courts, and so forth, 
developed our awareness of the special 
needs of children. The emphasis was 
in terms'of meeting these needs through 
the children’s agencies, which had only 
the tools of the foster home or the insti- 
tution with which to work. Now the 
private social work field is faced with 
the task of reorienting its program so 
that these problems will first be met 
by a well-rounded family service which 
will command a wide range of tools of 
treatment. 


AREAS Not COVERED BY PROGRAM 


Certainly the child welfare services 
have served to bring us a fresh reminder 
of the areas not covered by the Social 
Security program, if this program is to 
represent “social” security for children 


rather than mere economic relief in cer- 
e 
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tain categorical forms. We may well de- 
vote some attention here to these areas. 
The first great area is those families 
who need financial relief but are not 
included in the categories. The Oc- 
tober bulletin of the Social Security 
Board gives an estimate of 6,500,000 
dependent households, or 20,800,000 
persons, receiving some form of public 
relief—general, categorical, or .work re- 
lief. ‘Only 32 per cent of these are- in- 
cluded under old-age assistance, aid to 
dependent children, and the blind. 
William Haber’s masterly analysis + of 
this dependent group indicates that, if all 
able-bodied workers were to get jobs to- 
morrow, three fourths of this relief prob- 
lem would remain. As he points out: 


Most close students of the subject agree 
that the Federal Government cannot long 
continue to confine its interest in relief toone 
type or to several types of cases; that provi- 
sion must be made on a relatively uniform 
basis for all forms of genuine dependency. 


Out of this enormous group arise spe- 
cial children’s needs far beyond the 
puny effort represented by the child 
welfare services, with their $1,500,000 
annual appropriation and 630 profes- 
sional workers. 

Perhaps special emphasis should be 
laid, in this discussion, on the children 
in the general public assistance group. 
To. begin with, they are receiving less 
financial assistance in most places—in 
some places pitifully less. By defini- 
tion, by exclusion from the categories, 
these families are ones in which you 
would expect to see many problems 
which profoundly affect children. They 
are the chronically ill, the neurotics, the 
“won’t works,” the incompetents, and 
the periodically unemployed, the most 
marginal families. Here, it would seem, 
is the group of children most needing 
adequate financial assistance and skilled 
attention to their problems. 


1 Survey Graphic, December, 1938. 
a e 


SERVICE AND CARE NEEDS 


Certain service and care needs arise 
out of the entire dependency group and | 
as well from the rest of the population, 
for which no provision has been made. 
Foster care of children has been left to 
local governments and private enter- 
prise. Yet as the personnel deals with 
these dependent families, it is bound to 
find many instances of parental neglect 
and inadequacy which raise the question 
of the justifiability of continued relief. 
If skilled case work service were avail- 
able, some of these situations could be 
brought up to an acceptable level. But 
lacking it, the pressure to remove the 
children to proper and adequate care 
will develop a load which our existing 
child care facilities cannot now carry. 

The more skilled case work is em- 
ployed in the assistance administration, 
the more we shall find children whose 
problems show them to be headed for 
social disaster unless special treatment 
is available for their needs. Experience 
in the private family social work field 
has proved the’ need for special foster 
care and institutional treatment as part 
of the treatment tools which must be 
available. The experience of the rural 
child welfare services also proves the 
need and proclaims the tragic lack of 
available treatment. _ 

The problem here is twofold. We 
must make available funds to provide 
or purchase the special treatment serv- 
ices and we must prevail upon the pri- 
vate child care services to assist in fur- 
nishing them. At the present time our 
private child care program is loaded 
heavily with children who came because 
there was not an adequate family serv- 
ice and public assistance program to 
keep them in their own homes. Many of 
our institutions are filled with children 
whom a bequest, a charter, or the predi- 
lections of a board of managers selected 
as the objects of the service. It is still 
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too early to show statistically the effect 
of the assistance program in reduced in- 
stitutional population, but the alarm 
which is beginning to be shown in some 
quarters over empty beds indicates that 
reduction has set in. One of the big- 
gest and toughest tasks for social plan- 
ning in this country is to redirect the 
effort and the resources of the child- 
caring field. 

The point will inevitably be reached 
where an equilibrium sets in between 
our desire and our ability to furnish 
financial relief to economic want. At 
this point, the real issue of “social” se- 
curity is still to be faced. We should 
phrase our definition of social security 
in more liberal and more realistic terms, 
so far as children are concerned. It 
must mean to them a family atmos- 
phere free from the mental pathology 
associated with privation and want, but 
it must also mean training for adjust- 
ment to a working life and the genuine 
prospect of useful work to do. It must 
mean freedom for healthy growth, phys- 
ically, culturally, and personally. And, 
finally, it must mean the services which 
protect them and solve their problems 
when they get out of adjustment to nor- 
mal, satisfying community life. 


PLANNING FOR THE FUTURE 


To achieve this last objective our 
planning for a social security program 
will have to start with the community, 


its people, and the personal and finan- 
cial problems they present. - We must 
erect a simple administrative structure 
to which these people can turn. It 
must offer them the skilled service 
which can analyze their troubles and 
visualize a plan to meet them. It must 
command resources of financial relief 
which, no matter how categorical part 
of them may be, are flexible enough to 
meet the pattern of the families’ needs 
on a budget basis. It must have access 
to other public and to private agencies 
which may have available treatment 
services, and must be a part of a plan- 
ning and organization process which 
makes them really available. 

On the home grounds, the local com- 
munity, the process of organization of 
social forces and social agencies must 
be carried out to achieve this. And let 
it be reiterated that the private field of 
social work must be woven into this 
fabric. The state and Federal admin- 
istration, supervision, and financial 
grants should be keyed in in terms of 
how they can compel, encourage, and 


“assist this process. Acceptance of these 


principles and this approach will in the 
long run put illogical, bifurcated, or 
competitive overhead administration, 
fancy categorical arithmetic and audit- 
ing, and conflicting theories in their 
proper places in relation to genuine so- 
cial security for the children of this 
Nation. 
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Assistance for the Blind 


By Perer Kasrus and C. E. Rice 


EGISLATIVE recognition of blind- 
ness as an economic handicap is of 
fairly recent origin. 
“poor” laws, many blind persons in 
destitute circumstances were, of course, 
cared for in a fashion, but it was not 
until well into the present century that 
special legislation sought to give some 
measure of financial security to blind 
individuals. Much of this early legis- 
lation was based upon the theory that 
society owed something to these unfor- 
tunate individuals as compensation for 
their affliction. The theory is under- 
standable because the handicap which a 
sighted person dreads most is the loss 
of sight, and it requires very little imag- 
ination to appreciate its effect upon in- 
dividual independence and welfare. 
The movement to grant pensions to 
blind persons also received considerable 
impetus from the reactions that were 
gradually forming against the limita- 
tion, and often the humiliations, asso- 
ciated with poor-law administration. 
These reactions were similarly reflected 
in legislation providing for financial as- 
sistance to widows for the care of chil- 
dren in their own homes, and, somewhat 
later, in the growing demand for pen- 
sions to the aged. The depression tem- 
porarily halted this trend toward legis- 
lative provision for special assistance to 
Specific groups. As the relief needs 
growing out of widespread unemploy- 
ment grew to unprecedented and over- 
whelming proportions, the attention of 
‘thé country was largely centered on 
emergency measures to care, more or 
less adequately, for all destitute per- 
sons. However, by 1934 it was gen- 
erally recognized that sound social 
planning for the future must include 
long-term provision for the blind and 
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other groups whose need of financial 
assistance is due to continuing social or 
economic handicaps rather than to a 
temporary emergency. 


PRESENT LEGISLATIVE PROVISIONS 


The Social Security Act in 1935 
picked up the trend toward constructive 
social legislation interrupted during the 
early days of the depression. Through 
Federal action it has strengthened the 
means of assuring some measure of 
security to the blind as well as to other 
groups. By December 1938, forty 
states, the Territory of Hawaii, and the 
District of Columbia had enacted legis- 
lation which enabled them to co-operate 
in the Federal-state program and to re- 
ceive Federal grants for aid to the needy 
blind. 

Each state in its approved plan gives 
assurance that the program is in effect 
throughout the state, and is either ad- 
ministered or supervised by a single 
state agency; that the state is partici- 
pating financially in the program; and 
that applicants for assistance whose 
claims are denied will be given a “fair 
hearing” before the responsible state 
agency. The Federal act further pro- 
vides that no state plan shall be ap- 
proved containing any citizenship re- 
quirement which would exclude any 
citizen of the United States, nor may it 
exclude for reasons of residence any ap- 
plicant who has resided in the state five 
years during the nine years immediately 
preceding application and one year con- 
tinuously immediately preceding. 

The Federal Government participates 
in approved state plaris by equal match- 
ing of funds in individual grants up to a 
total of $30 per month for each needy 
blind person. This does not mean that 
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a state is limited to $30 per month for 
each recipient. , This amount is simply 
the measure of Federal participation. 

Each state determines its own stand- 
ards of assistance. It has long been 
- recognized that adequate assistance for 
the blind, as well as for other groups, 
can most equitably be determined by 
sound scientific social judgment of the 
individual’s needs in relation to the 
standards of the community. This 
budgetary approach is more difficult 
from an administrative point of view 
than a system based on uniformity of 
grants; but if soundly planned and 
wisely utilized, it offers a flexible yet ob- 
jective standard in determining whether 
_ the individual’s resources are adequate 
to maintain health and provide. whole- 
some living conditions. 

The Federal act also provides that 
assistance must be given in the form of 
money payments to the individual. 
This has been construed to mean that 
the grants are for the unrestricted use 
of the recipient. This provision and its 
construction are especially significant 
because the policy marks a definite 
break from traditional relief’ or poor-law 
procedures, in that it insures payment 
‘in.cash, as regular income, and does not 
place the recipient under any obligation 
as to its use. 


FEARS CONCERNING PROVISIONS 


When these provisions for aid to the 
blind were first considered, and even 
after their enactment, concern was ex- 
pressed in some quarters that they 
might hinder rather than help in the 
development of specialized programs 
having prevention and rehabilitation as 
their primary objective. Some fear also 
existed that the “pension” system would 
be destroyed and that the needy blind 
would be thrown back on the uncertain- 
ties that had characterized much of the 
general relief administration throughout 
the country. These misgivings, how- 


ever, did not take into consideration the 
prospect of new and more stable welfare 
development in the several states as a 
result of the stimulus provided by the 
public assistance provisions of the So- 
cial Security Act. 

The trend during the past three years 
has been definitely toward the admin- 
istrative integration of all assistance 
categories in state departments of pub- 
lic welfare. And, in addition to re- 
sponsibility for the administration or 
supervision of various forms of public 
assistance, these departments, in in- 
creasing number, are being given juris- 
diction over welfare services, including 
programs concerned with vocational 
training and placement. While these 
programs are developing there may be 
some loss in intensity so far as the spe- 
cial problems of the blind are concerned, 
due to the emphasis upon the need for 
integration of all welfare services; but 
in the end the gains should make for a 
sounder approach to all problems of so- 
cial welfare. : 

From the standpoint of blind indi- 
viduals, it would be a tremendous gain if 
the concepts underlying their social 
treatment could rise above the idea of 
affliction. The people. so afflicted have 
the same hopes and ambitions, the same 
disappointments and tragedies, that 
sighted people have, and are subject to 
limitations of opportunities in achieving 
adjustment to life. Within the limita- 
tions of the handicap of blindness and 
of other handicaps which vary among 
individuals, they can achieve reasonably 
satisfactory adjustment; but they do 
need all the special services a state can 
afford, including services that are not 
exclusively designed for their special - 
handicaps. The realization of this aim 
will depend pretty largely upon the suc- 
cess which attends the growth and de- 
velopment of well-rounded and properly 
integrated welfare services in which 
public assistance, humanely adminis- 
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tered and adequately provided for, finds 

its proper function. Without such re- 

lated services, cash assistance alone, 

particularly for handicapped groups, 

may fall short of reaching the construc- 
. tive objectives of social security. 


DEFINITION OF BLINDNESS 


From the beginning of the Federal- 
state programs for aid to the blind, the 
Social Security Board has given special 
attention to the medical aspects of these 
programs. One of the first considera- 
tions had to do with the definition of 
blindness. In reality, a blind person is 
one who does not have any vision—not 
even ability to perceive light. However, 
in practice, especially with our state and 
Federal agencies interested in compen- 
sation of injured employees, blindness is 
usually thought of in terms of economic 
blindness. 

In 1934 the American Medical Asso- 
ciation defined economic blindness as 
follows: 


Economic blindness is absence of ability 
to do any kind of work, industrial or other- 
wise, for which sight is essential. In gen- 
eral, visual acuity of less than 1/10 has 
been classed as economic blindness, mean- 
ing that objects can be recognized only 
when brought within 1/10 of the distance 
at which they can be recognized with stand- 
ard vision, Such vision in the better eye 
when corrected with the best possible glass 
would be recorded as less than 0.1 or 6/60 
or 20/200, or as an equally disabling loss of 
the visual field. 


The Social Security Board has devel- 
oped a slight modification of the above, 
namely: 


In general, central visual acuity of 
20/200 or less in the better eye with cor- 
recting glasses is considered as economic 
blindness. . . . An individual with central 
visual acuity of more than 20/200 in the 
better eye with proper correction is usually 
not considered blind unless there is a field 
defect in which the peripheral field has 


contracted to such an extent that the wid- 
est diameter of visual field subtends an 
angular distance no greater than 20 degrees. 


This definition was submitted to the 
states and has been adopted, with slight 
modification in some cases, by all but 
one of those states co-operating in giv- 
ing aid to the needy blind. With this 
definition of blindness generally ac- 
cepted, it has been necessary to estab- 
lish certain standards in order to assure 
efficient administration of the program. 


EXAMINATION OF APPLICANTS 


One of these standards is the require- 
ment that applicants for aid to the 
needy blind have the fact of blindness 
established as the result of an eye ex- 
amination by “an ophthalmologist or 
physician skilled in diseases of the eye.” 

Obviously, it is highly desirable that 
the findings of the eye examination be 
properly recorded, that the eye condi- 
tion responsible for blindness be indi- 
cated, that the cause of the eye con- 
dition be ascertained, and finally, that 
the possibility of restoring vision by 
medical or surgical procedure be dili- 
gently pursued. 

Fortunately, ophthalmologists are 
fairly well distributed throughout the 
states, so that the problem of securing 
a competent eye examination of all ap- 
plicants for this form of assistance has 
not been particularly difficult. In some 
states there has been a problem of trans- 
portation, since only half of the counties 
in a state may have a physician who is 
an ophthalmologist. In such cases, 
either the applicant is taken to the doc- 
tor’s office or the ophthalmologist will 
go to the county and examine several 
persons. 

All the state welfare departments co- 
operating with the Social Security Board 
in granting aid to the blind have found 
it necessary to designate physicians who 
are ophthalmologists. Usually the ap- 
plicant is allowed his choice of examiner 
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‘from among those on the approved list. 
These approved lists have in most cases 
been established by ophthalmological 
advisory committees or by some official 
of the State Medical Society. Only one 
state has limited its examiners to those 
physicians certified by the American 
Board of Ophthalmology. 

Thirty-five of the states co-operating 
with the Board in granting this form of 
aid have found it desirable either to 
establish medical advisory committees 
composed of outstanding ophthalmolo- 
gists or to secure the services of a super- 
vising ophthalmologist who acts as part- 
time consultant on medical problems. 


PREVALENCE AND CAUSES OF 
BLINDNESS 


As a result of the high medical stand- 
ards which have been built into this pro- 
gram by the Social Security Board and 
- the co-operating state agencies, much 
more definite information concerning the 
prevalence of blindness in this country 
is now coming to light. 

The United States Census of 1930 in- 
dicated a ratio of 51 blind persons per 
100,000 total population for the country 
asa whole. The highest ratio was found 
in the state of New Mexico, with 143 
per 100,000 population. It is signifi- 
cant to note that at the present time at 
least two states show a higher ratio than 
the highest for the entire country in 
1930. The number of blind receiving 
assistance in Maine in September 1938 
indicates a ratio of 144 per 100,000 pop- 
ulation in that state. Florida shows a 
ratio of 117. 

The adoption of a standard classifica- 
tion of causes of blindness as developed 
by the Committee on Statistics of the 
Blind should add materially to our 
knowledge of causes of blindness and 
should form the basis of an intelligent 
sight conservation program in the vari- 
ous states. This facet of public health 
has interesting ramifications. Reports 


concerning causes of blindness have al- 
ready started to come in from the states. 
One southern state indicates that 15 per 
cent of those receiving aid for the blind 
are blind because of syphilis. 


SERVICES TO THE BLIND 


It is only natural that as the various 
state agencies responsible for aid to the 
needy blind undertake a thorough in- 
vestigation of the problem of blindness, 
they should become interested in serv- 
ices to the blind, such as vocational ad- 
justment, home teaching, and preventive 
measures. The Social Security Act says 
nothing about such services and makes 
no direct contribution to them; but the 
legislation formulated in forty-two 
states and territories for the purpose of 
co-operating in the program established 
by the Act makes it evident that many 
of the states are aware of the need for 
all-round service as well as cash assist- 
ance for the blind. During 1936 and 
1937, fifteen states authorized their wel- 
fare departments to initiate such work 
or to co-operate with other state agen- 
cies in these aspects of the program. 

In one state, the provision in the law 
reads as follows: 


The State Department shall: 

Initiate or co-operate with other agencies 
in developing measures for the prevention 
of blindness, the restoration of eyesight, 
and the vocational adjustment of blind per- 
sons, including employment in regular in- 
dustries, independent business, sheltered 
work shops or home industry, and the in- 
struction of the adult blind in their homes. 


Another provision appears in the wel- 
fare laws of twenty-seven states in con- 
nection with aid to the blind. It reads 
about as follows: 


Temporary assistance may be granted to 
any applicant or additional assistance 
granted to any recipient who is in need of 
treatment either to prevent blindness or 
to restore his eyesight whether or not he 
is blind as defined in Section 34 of. this 
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Act. The assistance may include necessary 
` traveling and other expenses to receive 
treatment from a hospital or clinic desig- 
nated by the State department. (Idaho) 


Recently a group of states indicated 
that of over 15,000 persons receiving aid 
for the blind, 15 per cent had been rec- 
ommended for possible sight restoration 
and over 700 had already been operated 
upon. Many of these persons 65 years 
of age and over are blind from cataracts. 
Many, though along in years, may have 
very useful vision restored. This does 
not mean that the former blind person 
can always be removed from the as- 
sistance rolls. Because of age, it may 
mean that such an individual is simply 
transferred to old-age assistance. How- 
ever, it may also mean that an individ- 
ual formerly helpless will now be able to 
take care of his own personal needs. 

In October 1938 there were more than 


41,000 recipients of aid to the blind un- 
der the forty-two approved Federal- 
state programs. California with nearly 
6,000 recipients had the largest number; 
Ohio with almost 4,000 was next; and 
New York, Indiana, Florida, and Okla- 
homa each had more than 2,000 recipi- 
ents on their lists. For all participating 
states the average amount per recipient 
for the month was $23.33, with state 
averages ranging from less than $10 in 
three states to more than $25 in seven 
states. For the month the total obliga- 
tions incurred for assistance payments in 
these forty-two states came to $965,845. 

The program, as developing, seems to 
justify the hope of its sponsors that as- 
sistance and service can move together 
toward the larger objectives of preven- 
tion and rehabilitation and at the same 
time provide a degree of financial se- 
curity for the needy blind. 
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Security for the Handicapped 


By Jonn A. Kratz 


ACH year many thousands of per- 
sons in the United States become 
permanently physically disabled through 
accident, injury, or disease. Naturally, 
not all of these persons are vocationally 
handicapped because of their physical 
disabilities. Furthermore, many of those 
who are vocationally handicapped are 
able of their own initiative either to re- 
turn to former employment or to find 
new employment. Surveys of the prob- 
lem of the physically handicapped, made 
in a number of the states, show that at 
any one time in the whole country there 
are 125,000 handicapped persons who 
are in need of vocational rehabilitation 
and that the annual increment of such 
persons is about 80,000. 

The problem presented by the pres- 
ence in society of such a large group of 
handicapped persons has been recog- 
nized for many years, and numerous 
private and some public agencies have 
taken steps to meet it. By the year 
1920, twelve states had enacted legisla- 
tion providing for rehabilitation of their 
physically handicapped citizens. On 
June 2, 1920 the President of the United 
States signed an act of Congress for the 
promotion of vocational rehabilitation of 
persons disabled in industry or other- 
wise. The passage of this legislation 
marked the first step in the establish- 
ment of a national program of rehabili- 
tation of the handicapped. Today forty- 
six States, the Territories of Hawaii and 
Puerto Rico, and the District of Colum- 
bia are engaged in the work. 

The rehabilitation act of 1920 is com- 
monly referred to as the organic or basic 
act. It was extended by the Congress 
periodically until the passage of the So- 
cial Security Act on August 14, 1935. 
Section 531 of Part 4, Title V, of this 


act makes provision for extension and 
permanency of the program of voca- 
tional rehabilitation of the physically 
disabled as promoted by the Federal 
Government. Thus the program of re- 
habilitation of the handicapped has be- 
come a definitely recognized phase of 
the whole program of promotion of so- 
cial security. 


CO-OPERATIVE FEATURES 


The national rehabilitation act estab- 
lishes as a public policy the principle 
that the Nation as a whole should share 
with the states the common responsi- 
bility for vocationally rehabilitating the 
physically disabled, but that the direct 
responsibility for carrying on the work 
should rest with the states. Conse- 
quently, in this program the Federal 
Government does not undertake the or- 
ganization and immediate direction of 
rehabilitation service, but makes finan- 
cial contributions to its support, serves 
as a Clearing house for experience of the 
states, makes available to them results 
of studies and investigations of rehabili- 
tation or allied work, provides advice 
and assistance in matters of organiza- 
tion and administration, and promotes 
the work generally. 

Section 531 of the Social Security Act 
and several supplementary acts author- 
ize for appropriation in aid to the states 
each year the sum of $1,988,000. These 
appropriations are allotted to the states 
on the basis of the ratio of their popula- 
tions to the entire population of the 
United States, provided that each state 
receives a minimum of $10,000 per 
annum. 

In order to secure the benefits of co- 
operation with the National Government 
a state must, through legislation, accept 
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the national act by: (1) empowering 
and directing its State Board for Voca- 
tional Education to co-operate with the 
Federal office in administration of the 
act; (2) providing a plan of co-opera- 
tion between its workmen’s compensa- 
tion agency and the State Board; (3) 
providing for supervision and support 
of its rehabilitation work; and (4) ap- 
pointing its State Treasurer as custodian 
of the Federal allotments. 
` The Federal money allotted to the 

states must be expended upon the con- 
ditions: (1) that it be matched by ex- 
penditures from state funds; (2) that 
the State Board submit annually to the 
Federal agency for approval a plan for 
carrying on the state program; (3) that 
the State Board make an annual report 
to the Federal office on the state work 
and on the expenditure of Federal funds 
and state funds used to match Federal 
funds; (4) that Federal and state 
matching money be not expended for 
purchase, erection, or repair of buildings 
or equipment, or for purchase or rental 
of land; and (5) that the rehabilitation 
service of the state shall be available to 
civil employees of the United States dis- 
abled while in the performance of their 
duties. 

Federal and state matching funds are 
used, under the Federal act and the poli- 
‘cies for its administration, for the fol- 
lowing purposes: salaries and travel of 
directors, supervisors, case workers, and 
field agents; salaries of clerical force; 
office administrative expenses; tuition 
of trainees; instructional supplies and 
equipment for trainees; artificial appli- 
ances; travel of trainees; medical and 
other examinations of clients; and other 
related expenses. The joint funds can- 
not be used for the following purposes: 
physical restoration, living maintenance 
of the client during training, or the pur- 
chase of administrative equipment. 

The co-operative agreement between 
the Federal Government and the state is 
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not a general uniform agreement for all 
states. It is proposed by a given State 
Board for its own state and is approved 
for that state only, it being recognized 
that it would be impossible to set up a 
single uniform plan for a widely diversi- 
fied country with its differing social, 
economic, and industrial conditions. 

The program of rehabilitation of the 
disabled could not be carried on effec- 
tively without co-operation with other 
public and with private agencies. The 
basic rehabilitation act requires co-op- 
eration between state rehabilitation de- 
partments and the state workmen’s com- 
pensation agency. The Wagner-Peyser 
Act for maintenance of a Federal-state 
system of employment offices requires 
co-operation by the state employment 
service with the state rehabilitation 
service. In like manner the crippled 
children’s section of the Social Security 
Act provides for co-operation in the 
states with the rehabilitation services. 
Such provisions for co-operation are not 
only desirable but necessary for mainte- 
nance of services to the disabled which 
are properly correlated and operated 
without duplication. Furthermore, co- 
operation by state rehabilitation depart- 
ments with welfare and health depart- 
ments and other state agencies, as well 
with private agencies of a similar na- 
ture, is essential to the success of a well- 
administered program of vocational re- 
habilitation. 


ELIGIBILITY 


Vocational rehabilitation is defined in 
the Federal act as rendering a person 
disabled fit to engage in a remunerative 
occupation. The term “disabled per- 
son” is construed to mean “any person 
who, by reason of a physical defect or 
infirmity, whether congenital or ac- 
quired by accident, injury, or disease, 
“is or may be expected to be totally or 
partially incapacitated for remunerative 
occupation.” Thus in the program car- 
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ried on by the state in co-operation with 
the Federal Government, any person 
may be eligible for rehabilitation serv- 
ice provided he is permanently phys- 
ically disabled and, as a result of such 
disability, is vocationally handicapped. 
There is no discrimination as to sex, age, 
race, or religion, except that persons are 
not offered rehabilitation service who 
are below the age of legal employability 


in the state. Some states set up in their - 


plans limitations with respect to resi- 
dence. 

In offering rehabilitation service to 
applicants, state agencies are limited by 
other factors. First, the person must be 
feasible of rehabilitation, and he must 
be willing to co-operate in carrying out 
its objectives. Furthermore, the Fed- 
eral act provides that a vocationally re- 
habilitated person shall be placed in 
remunerative employment. Hence serv- 
ice is not offered unless placement can 
be effected. 


METHODS IN REHABILITATION 


State rehabilitation agencies do not 
establish schools or institutions for the 
purpose of rehabilitating disabled per- 
-sons, or make artificial appliances or 
provide social service. It is a primary 
principle in the program that the state 
agency avail itself of the service of all 
agencies that are in a position to assist 
in the rehabilitation of an individual. 

Disabled persons cannot be rehabili- 
tated in groups. The’ whole work is or- 
ganized on what is known as the case 
method. The disabled person is inter- 
viewed for the purpose of securing a 
complete inventory regarding his dis- 
ability, education, occupational experi- 
ence, capacity, personality, financial re- 
sources, attitude toward rehabilitation, 
desires concerning return to employ- 
ment, opportunities for employment, 
and possibly other factors. All these 
factors are thoroughly studied for the 
purpose of choosing the best plan of 
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rehabilitation in each case. The major 
portion of most plans takes the form of 
one or a combination of the following 
services: 

Physical restoration. As many per- 
sons applying for vocational rehabilita- 
tion have disabilities that may be either 
wholly or partially corrected by medi- 
cal or surgical measures, every effort is 
made to discover whether maximum 
physical restoration has been attained, 
even though the disability is of long 
standing. No argument is needed to 
prove that to restore physical condition 
and capacity of the disabled person is a 
more logical and more efficient type of 
service than to prepare him for a new 
occupation without such measures. 

Artificial appliances. In many cases 
of amputation or other physical defects, 
artificial limbs, braces, hearing aids, and 
the like are absolutely essential if the 
individual is to be returned to normal 
employment. 

Establishment in business. Many dis- 
abled persons, either with or without 
training, may be satisfactorily rehabili- 
tated by being established in their own 
businesses, such as barbering, shoe re- 
pairing, radio service, watch repairing, 
dental mechanics, and many others. 

Suitable placement. Many disabled 
persons, because of age, lack of educa- 
tion, or other factors, do not profit from 
a program involving training. Rehabili- 
tation in these cases is accomplished 
through direct placement on the job, 
through a service of counsel and advise- 
ment, the purpose of which is to deter- 
mine the best job at which the disabled 
person can work. The objective is so to 
place the disabled person that his ad- 
justment is permanent and comparable 
with that of able-bodied persons in the 
same vocation. 

Training. When the major factor in 
the rehabilitation. of ‘an individual con- 
sists of training, the instruction may be 
provided through a school, an industrial 
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or commercial establishment, or a tutor, 
depending upon the kind of work for 
which the person is to be prepared, his 
capacity for following formal training, 
and the training facilities available. 
Training when provided through indus- 
trial or commercial establishments is 
known as employment training or train- 
ing on the job, and is usually given when 
school training is not available. 


STEPS IN REHABILITATION 


In the location of disabled persons 
needing rehabilitation, the facilities and 
co-operation of numerous agencies are 
used. For example, agreements are set 
up with workmen’s compensation com- 
missions, the public employment serv- 
ice, crippled children’s services, and 
other governmental and private agen- 
cies, for the purpose of securing reports 
of disabled persons. After the case has 
been located, there follows a preliminary 
investigation to determine whether the 
person is eligible for and susceptible of 
rehabilitation. 

When eligibility and susceptibility are 
determined, the next step is a careful 
survey of the case through personal con- 
tact and interview, reports from other 
agencies, and the securing of informa- 
tion from persons who know the client 
and can give information regarding his 
condition and experience. The main 
purpose of the survey. is to discover the 
type of occupation for which the dis- 
abled person may best be fitted in the 
Jight of his experience, education, inter- 
ests, aptitudes, and physical disability. 
There must also be considered such en- 
vironmental factors as will affect the 
possibility of his securing employment 
after preparation therefor. Another 
purpose of the survey is to develop a 
rehabilitation plan for accomplishing the 
employment objective decided upon. 

The next step in the process is to 
begin the services which are needed to 
prepare the person for employment. 
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Naturally, throughout the execution of 
the plan, the rehabilitation agent or 
counselor must exercise constant super- 
vision and give a service of assistance 
and guidance to the client in working 
out his preparation for employment. 

After preparation for employment is 
complete, the placement step comes next. 
As has been indicated, the rehabilitation 
department is responsible for the place- 
ment of the individual, and the case 
worker not only gives direct assistance 
but also makes suggestions to the client 
as to how to find suitable employment. 
Naturally, the services of other agencies 
are enlisted, such as the training insti- 
tution, the public employment service, 
or any other agencies which can be of 
assistance. 

After the disabled person is placed in 
employment there follows the last step 
in the program, namely, a follow-up 
service extending over from thirty to 
ninety days, to determine suitability of 
preparation and placement and the abil- 
ity of the disabled person to make good 
in his new employment. 


SCOPE AND SIGNIFICANCE OF THE 
PRESENT PROGRAM 


The program of rehabilitation is in 
operation in forty-six states, the Terri- 
tories of Hawaii and Puerto Rico, and 
the District of Columbia. About 360 
persons are employed as professional 
workers in the co-operating states. An 
indication of the extent of the service 
rendered to disabled persons during the 
fiscal year ended June 30, 1938 is shown 
by the following table: 


Total number of cases served ........ 41,052 
Cases closed as rehabilitated ......... 
Cases placed but still being followed up 2,580 
Ready for placement: 


After training .................5 4,924 
After physical restoration ....... 1,365 
Training not required ........... 1,671 
Training interrupted ................ 3,021 
Receiving physical restoration ....... 1,692 


In training ..............20006 aate 15,955 
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Persons rehabilitated during the fiscal 
year of 1938 were fitted for more than 
five hundred different kinds of occupa- 
tions, ranging in skill from laboring jobs 
to the professions. The majority are 
engaged in the production and distribu- 
tion departments of large manufacturing 
plants. A number of them are in inde- 
pendent employment, such as barber- 
ing, shoe repairing, and small retail 
shops. Others are employed in such 
maintenance services as auto mechanics, 
radio and typewriter repairs, cleaning 
and dyeing, and similar occupations. 

- More than 20 per cent of the rehabili- 
tated persons are women. Sixty-four 
per cent are below the age of 30, while 
29 per cent are over 40 years of age. 
Seventy per-cent have finished the 
eighth grade in school. About 21 per 
cent have been disabled through em- 
ployment accidents; 45 per cent have 
had vocational experience before injury; 
72 per cent have orthopedic disability; 
and 21 per cent have been disabled from 
loss of eight or hearing or from tubercu- 
lar or cardiac conditions. 

The average cost, including all ex- 
penses, of rehabilitating these disabled 
persons does not exceed $300, divided 
equally between expenditures from Fed- 
eral and state funds. This cost of re- 
habilitation is all the more significant 
when it is contrasted with the cost, be- 
tween $300 and $500 annually, of main- 
taining a disabled person at public ex- 
pense. No service being rendered by 
the Federal and state governments 
brings more immediate and profitable 
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results than this constructive program 
of refitting disabled persons for useful 
work. Frequently a disabled person in 
the first year after rehabilitation is ‘able . 
to increase his former earning capacity 

by an amount equal to the cost of his’ 
rehabilitation. The average age of those 

rehabilitated is 27, at which age life ex- 

pectancy is 35 or more years. ‘The sig- 

nificance of this investment of public 

funds is that it brings immediate returns 

and yields continuous and cumulative ' 
profits. 


NEED FOR EXPANSION OF PROGRAM 


When the accomplishments of the 
present program are compared with the 
number of persons needing rehabilita- 
tion each year, it is readily observed 
that there is urgént need for further ex- 
pansion of the facilities for rendering 
service to the disabled which is not pos- 
sible under existing legislation. Two 
needs are fundamental and paramount: 
first, additional funds for carrying on 
the program in the states and, second, 
liberalization of the basic Federal act. 
The states should be enabled to give 
service to special groups heretofore not 
adequately served, such as persons hav- 
ing cardiac diseases, the tuberculous, the 
deaf and deafened, and the blind. Fur- 
thermore, experience demonstrates the 
urgent need for assisting disabled per- 
sons where employment possibilities are 
limited to part-time employment or em- 
ployment under sheltered workshop con- 
ditions. Such persons cannot be served 
under the present Federal legislation. 


John Aubel Kratz has been chief of the Vocational 
Rehabilitation Division of the United States Office of 


Education, Washington, D. C., since September 1921. 


He was previously head of the Department of Com- 


merce of the Baltimore City College, Baltimore, Mary- 


dand. He is the author of “Standard Shorthand,” a 
text on the teaching' of typewriting, and several gov- 
ernment bulletins on vocational rehabilitation of the 


physically disabled. 


Health Security for Mothers and Children 


By EATHAR F. LENROOT 


NCORPORATION in Title V of the 
Social Security Act (1935) of pro- 
visions for grants-in-aid to the states, 
through the Children’s Bureau, for ex- 
tending and improving services for pro- 
moting the health of mothers and chil- 
dren and for locating, diagnosing, and 
treating crippled children, constitutes a 
milestone of major importance in efforts 
to establish public resources for safe- 
guarding the health of mothers and chil- 
dren, especially in rural areas and the 
smaller cities. Previously, health serv- 
ices, chiefly educational and preventive 
in character, had been available for the 
‘ most part only in the larger urban 
centers. The program of services for 
crippled children constitutes the first 
continuing program of medical care to 
be provided by the Federal Government 
in co-operation with the states under a 
grants-in-aid system. 

By November 25, 1936, all the ae 
eight states, the District of Columbia, 
Alaska, and Hawaii (fifty-one jurisdic- 
‘tions hereafter referred to as “states”’) 
were receiving grants for maternal and 
child health, and by March 1938, forty- 
seven states (every state except Louisi- 
ana), the District of Columbia, Alaska, 
and Hawaii were receiving grants for 
services for crippled children. 

The Children’s Bureau of the United 
States Department of Labor was named 
in the Social Security Act as the Federal 
agency to administer ‘the provisions of 
these two parts of the Act. 


‘MATERNAL AND CHD HEALTH 
SERVICES 
Provisions of the Act . 


' Under Title V, Part 1, of the Social 
Security Act, sums are made available 
g e 
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for payments to states which have sub- 
mitted and have had approved by the 
Chief of the Children’s Bureau, state 
plans for extending and improving serv- 
ices for promoting the health of mothers 
and children, especially in rural areas 
and in areas suffering from severe eco- 
nomic distress. These plans must meet 
the following seven requirements: (1) 
state financial participation; (2) ad- 
ministration or supervision of adminis- 
tration by the state health agency; (3) 
such methods of administration (other 
than those relating to selection, tenure 
of office, and compensation of person- 
nel) as are necessary for the efficient op- 
eration of the plan; (4) such reports by 
the state health agency as may be re- 
quired by the Secretary of Labor; (5) 
extension and improvement of local ma- 
ternal and child health services; (6) co- 
operation with medical, nursing, and 
welfare groups and organizations; and 
(7) development of demonstration serv- 
ices in needy areas and among groups in 
special need. 

The annual authorized appropriation 
of $3,800,000 for grants to states is al- 
lotted by the Secretary of Labor as fol- 
lows: (A) $1,020,000 ($20,000 to each 
state) and $1,800,000 on the basis of 
live births for payment of half the cost 
of approved plans, the other half to be 
paid from state and local funds; and 
(B) $980,000 allotted according to the 
financial need of each state for assist- 
ance in carrying out its state plan, as 
determined by the Secretary of Labor 
after taking into consideration the num- 
ber of live births. Any’ balance from 
the “A” allotment unpaid to the state 
at the close of the fiscal year remains 
available to the state until the end of 
the second succeeding fiscal year. 
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Federal payments 


The requirements of the Act for 
matching state and local funds made it 
impossible at first for many states to 
accept the total allotment available. 
Moreover, it required time to recruit 
and train personnel. The steady in- 
crease in Federal payments, as shown 
by the following figures, for each fiscal 
year ended June 30, reflects the rapid 
development of the state programs: 


Federal payments: 
1936 (5 months) 
1937 
1938 

Federal funds requested for 1939 
and approved (as of Janu- 
ary 1) 


ere $1,252,436.32 
2,989,014.72 
3,728,930.58 


Ce 


ee 


4,229,038.97 


The amount for each year subsequent 
to 1936 includes amounts carried over 
from allotments of previous years. 


Federal administration 


The Children’s Bureau is responsible 
for the following services in the develop- 
ment of the co-operative maternal and 
child health program: (1) formulation 
of Federal policies and procedures; (2) 
advisory and consultation service to the 
states through medical, public-health- 
nursing, and other professional consult- 
ants; (3) review and approval of state 
plans, budgets, and expenditure reports, 
and preparation of vouchers for pay- 
ments to the states; (4) auditing of 
state accounts; (5) compilation of sta- 
tistical and descriptive material relating 
to activities carried on, and publication 
of reports; and (6) research in prob- 
lems of maternal and child health and 
methods of administration. Funds for 
research work have been extremely 
limited. l 


Siate administration 

Prior to the passage of the Social Se- 
curity Act, 31 states had a child hygiene 
division or a division of maternal and 
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child health in the state health depart- 
ment, but in only 22 states was the di- 
rector a physician employed full time. 
In accordance with a recommendation 
of the conference of state and territorial 
health officers, immediate steps were 
taken in practically all the states to es- 
tablish.a maternal and child health divi- 
sion or to strengthen such a division if 
it were already in existence. By July 1, 
1937, all the states except four had such 
divisions or bureaus under full-time 
medical direction. At present all the 
states have physicians as directors em- 
ployed full time for maternal, and child 
health work, combined in a few cases 
with direction of the crippled children’s 
program. The majority of the directors 
are obstetricians or pediatricians, and 
many have had special public health 
training. 

The 1939 state plans show a total of 
126 full-time and part-time physicians 
employed on state staffs, including, in 
addition to directors and assistant direc- 
tors, obstetric and pediatric consultants 
and other specialists. The plans also 
make provision for 67 dentists and 52 
dental hygienists (in 40 states), 43 full- 
time nutritionists (in 24 states), and 34 
health educators (in 23 states). 

State bureaus or divisions of public 
health nursing have been established or 
greatly strengtheried through Federal 
grants for maternal and child health 
under Title V of the Social Security Act, 
and for general public health service un- 
der Title VI, administered by the United 
States Public Health Service. By June 
1938, public-health-nursing consultants 
specializing in maternal and child health 
had been appointed to the staffs of 21 
state health agencies, and in 12 addi- 
tional states the chief nurse, or at least 
one of the generalized supervisors, had 
had special work in maternity care and 
care of young children. 

Physicians and public health nurses 
have been given stipends for short 
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periods of special study under plans ap- 
proved for maternal and child health 
services by the Children’s Bureau and 
for general public health service by the 
United States Public Health Service. 


Local administration 


It is in the local community that the 
maternal and child health services aided 
by state and Federal funds actually 
reach the mothers and children for 
whose benefit they have been estab- 
lished. In counties or other local gov- 
ernmental units with full-time health 
units, the development of the maternal 
and child health program is an integral 
part of the work of the unit, receiving 
advisory and consultant service from 
the state agency. The number of full- 
time county public health units in- 
creased from 508 in 1934 to 1,165 by 
December 31, 1937. Thus, more than 
one-third of the 3,072 counties in the 
United States are now served by such 
units. Frequently health service is pro- 
vided on a district plan, two or more 
counties being included within one dis- 
trict. In an organized territory the local 
health officer, usually a full-time offi- 
cial, is responsible for the direction of 
whatever public health activities are 
carried oh. In both organized and un- 
organized local units, maternal and child 
health conferences, school health serv- 
ices, and immunization programs may 
be conducted by the health officer or by 
local physicians receiving compensation 
on a part-time basis. In a few states, 
local physicians may receive compensa- 
tion .for supervision and instruction 
given to mothers and children in their 
own offices. In the 1939 state plans, 
approximately $300,000 has been budg- 
eted for payment for services of local 
practicing physicians. 

The public health nurse is frequently 
the pioneer in extending maternal and 
child health services to rural areas. Her 
service has been made available under 
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Titles V and VI of the Social Security 
Act in many rural areas where full-time 
public health units have not yet been 
established, and frequently she has been 
a major factor in securing the establish- 
ment of a full-time unit. She arranges 
for and assists at clinics and confer- 
ences, acquaints mothers with the serv- 
ices offered, and visits them at home to 
follow through on instructions given. 
The 1939 state plans provide for the 
employment of nearly 2,300 such nurses. 

A survey made in January 1938 
showed approximately 2,000 of the 
3,072 counties in the United States had 
public health nurses paid by public 
funds. Frequently, however, one pub- 
lic health nurse must serve an entire 
county, giving, of course, only part of 
her time to the maternal and child 
health program and meeting only a 
small part of the total need. 


Services rendered , 


The maternal and child health pro- 
gram begins with service to the expec- 
tant mother and extends to infants, pre- 
school children, and school children. 
As developed up to the present time, 
with the limited financial resources 
available, the program is chiefly one of 
health education and health supervision. 
The public health nurse and the phy- 
sician who sees the mothers and chil- 
dren in clinics, conferences, or office 
consultations, occupy the key positions 
in this program, but other specialized 
services—of dentists, nutritionists, so- 
cial workers—are needed and in an in- 
creasing number of areas are being 
made available through state and local 
maternal and child health staffs or in 
co-operation with other state and local 
departments and agencies. 


Services at childbirth 


It became apparent in the early stages 
of development of the maternal and 
child health program that actual medi- 
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cal and nursing seryice to the mother at 
time of childbirth is one of the most 
urgent needs. Seventy-one per cent of 
births in cities, but only 14 per cent in 
rural districts, occur in hospitals. More 
than one-tenth of all the babies born in 
the United States come into the world 
without medical care. To give better 
service to mothers attended by mid- 
wives, a beginning in midwife instruc- 
tion and supervision ‘through clubs, 
classes, and inspections has been made. 
To assist in making home deliveries 
safer, 16 states have developed home- 
delivery nursing demonstrations in one 
or two counties within each state. In 
these areas specially trained ‘public 
health nurses go with physicians on 
their request and give. nursing service 
throughout the period of delivery. In 
only one low-income area in one state 
has it been possible, with funds avail- 
able, to provide full medical and nurs- 
ing care, and hospital care when neces- 
sary, at time of childbirth under the 
maternal and child health program. 
However, in a few states obstetric con- 
sultants paid for this service are avail- 
able to physicians who desire such as- 
sistance in especially difficult cases. 
Another service directed toward saving 
lives of the newborn is special service 
for premature infants provided through 
maternal and child health funds. 

Whether or not special care for 
mothers at time of delivery is available, 
those who have been under prenatal 
supervision receive visits from the pub- 
lic health nurse during the postpartum 
period, and return to the clinic or con- 
ference for a final postpartum examina- 
tion. 


Services to children 


The mother may bring her baby regu- 
larly to a child health conference in the 
many areas where such conferences have 
been organized. At the conference the 
baby is weighed, measured, and ex- 
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amined by a physician, and the mother 
is instructed in infant care. At an early 
age the baby is vaccinated for smallpox 
and immunized against diphtheria. The 
nurse visits the mother at home and in- 
terprets and reinforces the instruction 
given.at the conference. 

At less frequent intervals during the 
preschool years the mother brings her 
child back to the child health confer- 
ence. At present, however, many 
preschool children brought to the con- 
ferences are coming under health super- 
vision for the first time. 

Inasmuch as children are gathered to- 
gether in school, arrangements for 
health supervision of older children are 
organized as part of the school health 
program. The nurse visits the schools 
regularly and aids the teachers in 
guarding against communicable disease. 
Periodically a physician, and perhaps a 
dentist, examines the children.. Again 
the nurse follows through’ with the par- 
ents in arranging for medical and dental 
care to correct defects. She also assists 
the teachers in the development of 
health education programs. 


Scope of services 

It must not be understood that serv- 
ices such as have been described are 
everywhere available to mothers and 
children who are otherwise without ade- 
quate health supervision. About 1,000 
counties in the United States are still 
without any public-health-nursing serv- 
ice, though the number of counties’ being 
reached has been steadily increasing. 
Reports from the state maternal and 
child health directors for the year ended 
June 30, 1938 showed that prenatal 
clinics were being held in 511 counties 
in 33 states and that child health con- 
ferences were being held in 898 coun- 
ties in 43 states. This represents a sub- 
stantial increase over the preceding year 
in areas served. ; 
`- Medical service at prenatal and child 
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health conferences in 1937 included 
185,541 visits of women for maternity 
services and 777,594 visits of children 
for child hygiene service. Physicians 
gave 1,405,807 health examinations to 
school children. Office and home visits 
by public health nurses included 880,691 
for maternity nursing, 1,092,188 for in- 
fants, 945,616 for preschool children, 
and 2,975,790 for school children. The 
reports showed 898,506 diphtheria im- 
munizations and 1,078,779 smallpox 
vaccinations. Inspections by dentists 
or dental hygienists totaled 1,308,119. 
More than 12,500 midwives were under 
instruction and nearly 10,000 midwives’ 
classes were held. 

Undoubtedly the figures for 1938 will 
show increases over these figures. How- 
ever, after 1938 substantial gains can be 
made only if increased appropriations 
are made available. The program is 
well launched in the states, but it must 
be considerably expanded to reach all 
areas, rural and urban, and all families 
that need these services. 


Improving maternal and child health 
Services 


In the formulation of policies, the 
Children’s Bureau has had the assist- 
ance of an Advisory Committee on Ma- 
ternal and Child Health Services and of 
several related committees appointed by 
the Secretary of Labor. Such commit- 
tees have included pediatricians, obste- 
tricians, health officers, administrators 
of maternal and child health services, 
dentists, public health nurses, and repre- 
sentatives of organizations and agencies 
concerned with similar programs or with 
the general promotion of maternal and 
child health. Each year the state and 
territorial health officers meet in confer- 
ence with the Children’s Bureau and 
make recommendations regarding the 
‘development of the program. Each 
state health agency has a general ad- 


visory committee or technical advisory’ 
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committee or both, which in each case 
includes representatives of the medical 
profession. The program has thus bene- 
fited from the advice of hundreds of 
professional and lay persons interested 
in a high quality of service. 

At no point has the assistance of such 
advisory groups been more evident than 
in setting and maintaining personnel 
standards for the selection of state and 
local employees. No service program 
can rise above the level of the ability of 
the personnel giving the service. For 
the use of the state health agencies, 
standards have been recommended re- 
lating to qualifications of directors of 
bureaus of maternal and child health, 
the medical personnel in such bureaus, 
state and local public-health-nursing 
staff, and nutritionists. Qualifications 
for local practicing physicians who are 
paid for their services in prenatal and 
child health demonstrations have also 
been suggested. Reports on the person- 
nel records of those appointed to state 
positions and paid from maternal and 
child health funds show that there has 
been a very considerable adherence to 
such standards by the state health agen- 
cies in making their appointments. 


Additional training 


One method of improving the quality 
of maternal and infarit care which has 
been received with special appreciation 
is the postgraduate instruction of physi- 
cians carried on by the state maternal 
and child health bureaus or divisions in 
co-operation with the state and county 
medical societies. With few exceptions, 
the state agencies have arranged for 
short courses conducted by competent 
obstetricians and pediatricians and at- 
tended by a very high proportion of 
the local practicing physicians. Such 
courses have led in some cases to the 
offering of short resident courses by 
state university medical schools, in 
which opportunity is given for clinical 
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observation at the medical centers. In- 
stitutes have been held for public health 
nurses and, to a less extent, for other 
professional groups. Courses in pre- 
ventive dentistry are being offered in 
co-operation with state dental societies. 
Since many staff appointees, otherwise 
‘well qualified, have lacked one or an- 
other phase of training desirable for 
the administration and conduct of ma- 
ternal and child health services, many 
of the state agencies have provided such 
staff members with stipends to enable 
them to obtain Additional training. A 
second method of providing additional 
staff training has been the setting up of 
county training centers staffed with the 
best-qualified personnel in the state, to 
which maternal and child health work- 
ers may come for observation and for 
periods of training. 


Consultation service 


Several states have placed on their 
staffs obstetricians and pediatricians 
who give full-time consultant service to 
practicing physicians, aiding them in the 
conduct of prenatal and child health 
clinics, giving talks to the local medical 
societies, and conferring with them on 
the problems encountered in practice. 
Three states are financing a consultation 
service permitting the local practicing 
physician to call a pediatrician or an 
obstetrician in consultation on an indi- 
vidual patient. 


Demonstrations 


The demonstrations which, under the 
terms of the Act, must be included in 
each. maternal and child health plan, 
may be divided into two groups: first, 
demonstrations that provide one county 
or district of special need with more 
complete service than that available to 
other areas in the state, and that are 
used as training centers; and, second, 
a special type of service in a limited area 
or for a selected group. Those of the 
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latter type include mobile dental units, 
medical and nursing service for migra- 
tory workers, nurse-midwife services, 
home-delivery nursing service, special 
programs for premature infants, and 
nutrition demonstrations. 


-Problems 


The problems that confront the Chil- 
dren’s Bureau and the state health agen- 
cies in the maternal and child health 
program include extension of service 
into areas not yet covered, more com- 
plete service and service reaching more 
families in the areas where work is 
started, continuous improvement in the 
quality of service, research on admin- 
istrative and technical problems, and 
the finding of ways and means to obtain 
medical, nursing, and hospital care, 
when necessary, at the time of delivery 
and for the treatment of illness of 
mothers and children. It is becoming 
increasingly evident that facilities for 
the care of those who are ill, designed 
to restore them to normal health at the 
earliest possible moment, are as truly 
preventive and as much a part of a pro- 
gram for promoting maternal and child 
health as are measures for health super- 
vision and health education. 


SERVICES FOR CRIPPLED CHILDREN 
Provisions of the Act 

Title V, Part 2, of the Social Security 
Act authorizes appropriations for pay- 
ments to states having approved plans 
for extending and improving services for 
crippled children, or children who are 
suffering from conditions which lead to 
crippling, particularly in rural areas and 
in areas suffering from severe economic 
distress. The services to be included in 
state plans relate to locating crippled 
children and providing medical, surgical, 
corrective, and other services and care, 
and facilities for diagnosis, hospitaliza- 
tion, and aftercare. The financial, ad- 
ministrative, and reporting requirements 
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which must be incorporated in state 
plans are the same as those for maternal 
and child health services, except that 
the state agency to be vested with re- 
sponsibility may be any state agency 
designated by the state. Plans must 
provide for co-operation with medical, 
health, nursing, and welfare groups and 
organizations and with any agency in 
the state charged with administering 
state laws providing for vocational re- 
habilitation of physically handicapped 
children. 

The annual authorized appropriation 
of $2,850,000 for payment of -half the 
cost of state plans is allotted by the 
Secretary of Labor, $20,000 to each 
state and the remainder according to 
the need of each state as determined 
after taking into consideration the num- 
ber of crippled children in such state in 
need of services and the cost of furnish- 
ing services to them. The balance of any 
allotment remaining unpaid to the state 
at the close of the fiscal year remains 
available to the state until the close of 
the second succeeding fiscal year. 


Federal payments 


The program has steadily expanded, 
as is indicated by the fact that only one 
state is not now operating under an ap- 
proved plan, and by the steady increase 
in Federal payments, shown by the fol- 
lowing figures for each fiscal year ended 
June 30: 


Federal payments 


1936 (5 months) ........... $ 732,492.33 
1937. thas oe chien coerced 2,011,606.04 
OBS eee cusdeb ais wate ca ditee 2,694,676.33 


Federal funds requested for 1939 
and approved (as of January 


Be) isn AR te ahaa ee ewe 


The amount for each year subsequent 
to 1936 includes amounts carried over 
from allotments of previous years. 


3,249,002.74 


Federal administration 


In general, the responsibilities of the 
e 
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Children’s Bureau for the administra- 
tion of the crippled children’s program 
are the same as those relating to the 
maternal and child health program. 
Regional medical and public-health- 
nursing consultants and atiditors serve 
both programs, Consultation service by 
two part-time orthopedic consultants 
and by medical-social-work consultants 
is provided also. The Children’s Bu- 
reau Advisory Committee on Services 
for Crippled Children gives technical 
advice on the development of the pro- 
gram. 


State administration 


The program is state administered 
with assistance for certain services from 
local health agencies, welfare depart- 
ments, school authorities, and other 
agencies. The state administrative staff 
is relatively small, for the largest part 
of the fund is used to provide profes- 
sional services and hospital care for in- 
vidual children. There is, however, in- 
creasing recognition of the importance 
of various types of professional leader- 
ship in the state agency. A recent count 
showed that 30 state crippled children’s 
agencies had a physician as director and 
others .had a physician as assistant di- 
rector. The majority of the state agen- 
cies employ orthopedic surgeons for 
full-time or part-time service. Plastic 
surgeons, pediatricians, and other physi- 
cians are employed also. Public health 
nurses, physical therapists, and medical 
social workers participate in administra- 
tion, give consultation service to local 
workers assisting in the program, and 
give direct service to individual. chil- 
dren. Many of these workers have been 
given the opportunity to secure special 
training in their various fields directed 
toward service to crippled children. 


Registration of crippled children 


The state agencies are developing 
registers of crippled children to provide 
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_ a complete and current record of all 
crippled children in the state as deter- 
mined through diagnosis by a physician. 

Many of the states have made ex- 
tensive surveys to list crippled children 
reported by’ local groups and by local 
school, health, and welfare workers. 
Current reports of children suffering 
from crippling conditions are received 
from many sources. Congenital mal- 
formations and birth injuries are re- 
ported on birth certificates in a few 
states. Epidemiological reports of in- 

_fantile paralysis and other reportable 
diseases related to crippling conditions, 
reports of accidents to children, and re- 
ports from volunteers and local officials 
in a position to discover crippled chil- 
dren are other sources of information. 
The count of crippled children so regis- 
tered reported by state agencies as of 
June 30, 1938 was 151,909. 

The information so far available 
shows that the principal cause of crip- 
pling in children is infantile paralysis 
(poliomyelitis), which accounts for one- 
fifth to one-quarter of the total number 
of crippled children. Other major 
causes, listed in the order of their oc- 
currence, are congenital defects, birth 
injuries, accidents, rickets, osteomyeli- 
tis, and bone and joint tuberculosis. As 
the' accumulating state records are an- 
alyzed, more exact information will be- 
come available on the incidence of 
various causes of crippling among chil- 
dren. 


Diagnostic service 


The state agency arranges for the di- 
agnosis of the physical condition of each 
child reported to it unless he is already 
under a physician’s care or his family 
is in position tò arrange for such care. 

A recent count showed that in 40 re- 
porting states 267 permanent clinics, the 
majority associated with hospitals, were 
used by the state agencies for the diag- 
nosis of crippled children. Of these 
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clinics 40 or more had been established 
or were being used for the first time dur- 
ing the year ended June 30, 1938. Such 
clinics, headed by orthopedic surgeons, 
usually include on’ their staff pediatri- 
cians, public health nurses, and occa- 
sionally physical therapy technicians 
and medical social workers. For the 
most part they, are equipped with the 
facilities necessary for careful diagnosis 
and for the treatment of cases not re- 
quiring hospitalization. 

The itinerant clinic is the means that 
the state agencies have used to reach 
children in areas not served by perma- 
nent clinics. Held from time to time 
in centers accessible to all parts of the 
state, the orthopedic surgeon, aided by 
state or local public health nurses and 
sometimes by pediatricians, examines 
the crippled children brought before him 
and determines the type of care each 
child needs. More than three hundred 
such clinics were held during the year 
ended June 30, 1938. 

Such diagnostic service was given to 
more than 77,000 children during 1937, 
and the figures will undoubtedly be 
much higher for 1938. 


Eligibility for care 

States have gradually raised the age 
limits in their eligibility requirements 
so that persons up to 21 years of age 
are accepted for care in at least four- 
fifths of the states. 

The basis of economic eligibility has 
been broadened by the state agencies 
to include children in families with in- 
comes adequate to provide the basic 
necessities of life but inadequate to meet 
the cost of the specialized care which 
the crippled child requires. 

Residence in the state is a require- 
ment in the majority of states, but sev- 
eral of the state agencies have been able 
to work out reciprocal arrangements for - 
the care of children who have not at- 
tained legal residence in the state in 
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which they are residing when care is 
needed. 


Medical care and hospitalization 


‘The state crippled children’s agencies 
in assuming the responsibility for the 
treatment of children must necessarily 
exercise great care in the selection of 
orthopedic surgeons and hospitals. 
State advisory committees have aided 
the state agencies in setting standards 
to serve as the basis of choice. Certi- 
fication by the American Board of Or- 
thopedic Surgery or eligibility for certi- 
fication is the standard most frequently 
set for orthopedic surgeons. For other 
physicians and other professional work- 
ers, the requirements for certification by 
the national boards of their respective 
specialties are used as the measure of 
qualification. For hospitals, registration 
by the American Medical Association, 
approval by the American College of 
Surgeons, and special facilities for car- 
ing for crippled children are listed by 
the state agencies as the basis for selec- 
tion. 

Reports for the year ended June 30, 
1938 showed that more than 41,000 
crippled children were sent to hospitals 
for care and nearly 15,000,000 days of 
hospital care were provided with Fed- 
eral and state funds. 


Aftercare 


The state agencies have made great 
efforts to solve the difficult problems of 
extending satisfactory aftercare services 
to crippled children, especially in rural 
areas. In some states the medical so- 
cial worker under the surgeon’s instruc- 
tion finds out whether the child ready to 


leave the hospital can be taken care of ' 


at home or whether a convalescent home 

or a foster home is the best place for 

him. Physical therapy treatments and 

instruction of the parents in how to care 

for the child physically and how to get 

him back into normal social relation- 
e 
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ships and into school are difficult serv- 


ices to provide in all areas of the state 
where crippled children live. Continu- 
ing medical supervision is often neces- 
sary, and is provided at diagnostic and 
treatment clinics or through co-opera- 
tion with local practicing physicians. 

Although the problems of the con- 
valescent period are far from solved, 
there is increasing recognition of the 
importance of providing such services if 
the value of surgical and hospital care 
is not to be lost. Special studies of pro- 
cedure for discharge from hospitals and 
of arrangements for aftercare have been 
made in several states, and rapid gains 
are being made in providing aftercare 
services. 

During the year ended June 30, 1938, 
more than, 4,400 children were cared for 
in convalescent homes and more than 
1,200 were cared for in foster homes. 
More than 290,000 home and office vis- 
its by physical therapy technicians were 
recorded. Aftercare service was also 
given by public health nurses and social 
workers. 


Co-operation 


The crippled children’s program en- 
lists the co-operation of many groups 
and agencies. Men’s and women’s or- 
ganizations give active assistance in 
finding crippled children and in trans- 
porting them to and from clinics and 
hospitals. State and local health and 
welfare workers aid in arranging for 
diagnosis and care. The facilities of 
hospitals, both public and private, are 
utilized. School departments supply 
educational service, sometimes in hos- 
pitals, provide transportation to and 
from school, and, in some cities, provide 
crippled children’s schools equipped for 
special physical therapy treatments. 
The state crippled children’s agencies 
report to the vocational rehabilitation 
service crippled children 16 years of 
age or over who are ready for vocational 
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training, and in some states crippled 
children 12 years of age are reported 
so that they may receive vocational 
guidance. 


Problems and objectives 


The problems ahead in the crippled 
children’s program are: (1) administra- 
tive—how to improve the quality of 
services given and how to extend the 
service to all children in need of care; 
(2) technical—how to prevent crippling 
conditions and to provide treatment; 
(3) financial—how to extend service to 
children suffering from crippling condi- 
tions not yet covered by the state crip- 
pled children’s programs. 


MOTHERS AND CHILDREN IN THE Pro- 
POSED NATIONAL HEALTH PROGRAM 


The Technical Committee on Medical 
Care appointed by the Interdepartmen- 
tal Committee to Co-ordinate Health 
and Welfare Activities, in its report to 
the President (February 1938) and to 
the National Health Conference (July 
1938), recommended that primary con- 
sideration be given to the development 
of provision for maternity care and for 
the medical care of children.* 

The Technical Committee stated: 


To society the outcome of the two mil- 
lion births [that occur each year] in terms 
of the survival and health of the mother 
and child is of sufficient importance to war- 
rant the provision by government of facili- 
ties to insure the best possible care for all 
who are unable to provide it from their 
own resources. 


The report cited the annual mortality 
of mothers and infants and gave the 
estimates of physicians of experience 
that from one-half to two-thirds of the 
‘maternal deaths are preventable; that 


1Qn January 23, 1939 the President trans- 
mitted. the report to Congress with a message 
recommending careful study of the proposed 
program. (76th Cong., House Document No. 
120.) 
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the stillbirth rate can be reduced, pos- 
sibly by two-fifths; and that the deaths 
of newborn infants can be reduced ‘at 
least one-third and probably one-half. 
These reductions would meari the saving 
each year of more than 70,000 lives. 
The report called attention also to the 
deaths of infants from the second to the 
twelfth month of life and to the infant 
mortality rates in certain areas and for 
special groups that are practically as 
high today as for the country as a whole 
twenty years ago. 

Special attention was called to the 
1,100,000 births occurring each year in 
families on relief or with total incomes 
(including home produce on farms) of 
less than $1,000, and to the fact that 
although certain communities provide 
care at childbirth, there has been no 
planning on a national scale to make 
available medical and nursing care at 
the time of delivery either in the home 
or in the hospital for mothers in fami- 
lies that cannot obtain such care un- 
aided. > ` 

For older children the probability of 
dying is less but the probability of be- 
ing sick is greater than for adults. Chil- 
dren suffer and thousands die each year 
from communicable diseases, pneumo- 
nia, influenza, diarrhea, enteritis, and 
dysentery, from accidents, cardiac con- 
ditions, and tuberculosis. How many 
of the deaths can be prevented is not 
known, but many deaths and much ill 
health could be avoided by proper pre- 
ventive measures and by early diagnosis 
and treatment. Also, prompt treatment 
of minor conditions that interfere with | 
growth and development could prevent 
future disability. 

In the recent National Health Sur- 
vey in 83 cities, it was found that of 
all children under 15 years of age hav- 
ing illnesses that disabled them for 7 
days or more, 28 per cent had had nei- 
ther a physician’s care nor hospital 
care. The proportion going without 
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such care was largest among children 
in self-supporting families with incomes 
of less than $1,000 (33 per cent)— 
larger even than among families on re- 
lief (29 per cent). 

The Technical Committee recognized 
the progress that has been made under 
the Social Security Act in providing 
services for crippled children, but called 
attention to the need for further provi- 
sion for children crippled or handi- 
capped from heart disease, diabetes, 
congenital syphilis, injury due to acci- 
dent, and other conditions that require 
prolonged care to insure recovery or 
restoration leading to self-support. It 
is estimated that in the northern parts 
of the country at least 1 per cent of the 
school children have rheumatic heart 
disease; approximately 30 per cent have 
. defective vision; about 5 per cent of 
school children have impaired hearing; 
and about two-thirds of all school chil- 
dren have dental defects. Widespread 
inadequacy of nutrition is responsible 
for many cases of deficiency diseases 
in children, for increased severity of 
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much illness, and for retardation in 
recovery. 

The Technical Committee recom- 
mends as part of the National Health 
Program a gradually expanding ma- 
ternal and child care program reach- 
ing by the tenth year a total addi- 
tional expenditure of not less than 
$165,000,000, of which approximately 
one-half should be met by the Federal 
Government. It proposes additional 
Federal appropriations as follows: for 
maternity care and, care of newborn in- 
fants, $4,500,000 the first year and 
$47,500,000 by the tenth year; for med- 
ical care of children, $3,000,000 the first 
year, and $30,000,000 by the tenth 
year; for services for crippled children, 
$2,000,000 the first year, and $5,000,- 
000 by the fifth year. 

Mothers and children will benefit 
from other parts of the National Health 
Program, especially from the expansion 
of public health organization and from 
the control of certain diseases that are 
now important causes of disability and 
mortality. 


Katharine F. Lenroot is chief of the United States 
Children’s Bureau, Washington, D.C. She served as 
chairman of the United States delegations to the Fifth 
and Sixth Pan American Congresses, and is a member 
of the Council of the International American Institute 
jor the Protection of Childhood, of the executive com- 
mittee of the National Conference of Social Work (of 
which she was president in 1935), and of the board of 
directors of the American Public Welfare Association, 
In 1937-38 she was a member of the Advisory Com- 


mittee on Education. 


Health as an Element in Social Security 


By GEORGE Sr. J. Perrotr and DorotHy F. HoLianp * 


HIGH standard of national health 

promotes economic independence 
and normal social organization. Con- 
vincing evidence of the economy of 
health is derived from certain examples 
of the costs of sickness. Permanent dis- 
ability withdraws the insane and men- 
tally defective, the blind, the crippled, 
and other chronic invalids from produc- 
tive activity, and its economic effect is 
frequently increased by the costs of 
institutional care. Among the aged, in- 
validity aggravates the economic diffi- 
culties of a group whose independence 
is already declining. The most serious 
social and economic consequences fol- 
low premature death of adults in their 
productive years. Loss of the mother 
endangers the health and welfare of 
children; loss of the wage earner sub- 
jects the entire family to economic dis- 
organization. 

In the lower income groups, the dis- 
organization caused by premature death 
or permanent disability is extreme, and 
readily observed. Public or voluntary 
agencies intervene to ameliorate its ef- 
fects, providing aid for dependent chil- 
dren, the blind, the crippled child, and 
relief for the unemployable worker and 
his dependents. Governmental funds 
subsidize vocational rehabilitation of 
the handicapped. Industry compen- 
sates the worker permanently disabled 
by injuries incurred in the workplace. 
Governmental institutions largely sup- 
ported by taxes provide care for the 
mentally diseased and defective. 


* 


PUBLIC CONTROL OF SPECIFIC DISEASES 
Because of its dual hazard to health 
and welfare, the control of tuberculosis 


* From the Division of Public Health Meth- 
ods, National Institute of Health. 


has become a problem of general con- 
cern. A long period of disability may 
precede arrest of the disease, involving 
reduction of income through wage loss 
and the costs of sanatorium care. In 
addition to economic insecurity, the de- 
pendents of the tuberculous are subject 
to the risk of infection. In recognition 
of the public health aspects of the prob- 
lem, official and nonofficial health agen- 
cies are co-operating in the program of 
tuberculosis control, and tax funds pro- 
vide extensive support of sanatorium 
care. 

The venereal diseases are the ultimate 
cause of much permanent disability 
through their gradual involvement of 
the major systems. This consideration, 
as well.as their danger as sources of 
infection, motivates their control by 
public agencies. Tax funds frequently 
support the facilities provided by official 
health agencies for diagnosis, treatment, 
and supervision of the venereally dis- 
eased. 

The acute communicable diseases 
constitute a potential danger to the eco- 
nomic life of the community because of 
their tendency to occur in epidemic 
form. The control of the acute com- 
municable diseases is thus pre-eminently 
a public obligation, and the use of tax 
funds to support ‘state and local health 
services for their prevention and control 
is a widely established practice. 

Through tax funds or voluntary con- 
tributions, an attempt has been made to 
offset the more serious effects on na- 
tional welfare arising from premature 
death, permanent disability, and tem- 
porary disability due to certain causes— 
tuberculosis, the venereal diseases, and 
the acute communicable diseases. 
While the accomplishments under even 
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~ this limited program are inadequate, its 

' appropriateness as a public responsibil- 

'. ity is generally recognized. But the 
concept of public responsibility toward 
the economic relief of disability outside 
the categories noted has been Jess widely 
accepted. In the lower income groups, 
sickness threatens security, however 
short its duration or minimal its medical 
needs may be. On the whole, relatively 
little protection is provided against -the 
cumulative economic effect of frequent 
short-duration illnesses, or the tempo- 
rary disabilities which involve long pe- 
riods of incapacity. 

A program which takes into account 
the relative importance of various dis- 
eases as causes of death or disability, 
the variation in the problem of illness 
with age and economic status, will 
achieve the proper balance of effort to- 
ward the control of the economic effects 
of illness. In the following brief sur- 


vey of the characteristics of illness, the . 


outline of such a program will become 
apparent. 


THE PROBLEM OF SICKNESS AND 
INVALIDITY 

Source of data 

The routine registration of mortality 
statistics simplifies the definition of 
health problems with reference to the 
leading causes of death. On the other 
hand, the evaluation of the severity of 
nonfatal illness is made difficult at the 
outset by the lack of representative mor- 
bidity ‘statistics. At present, the sick- 
hess surveys conducted by the Commit- 
tee on the Costs of Medical Care+ in 
1928-31 and the National Health Sur- 
vey of 1935-36 are the sole sources of 


representative information concerning ` 


11I. S, Falk, Margaret C. Klem, and Nathan 
Sinai, The Incidence of Illness and the Receipt 
and Costs of Medical Care Among Representa- 
tive Families. Publications of the Committee 
on the Costs of Medical Care, No. 26. Chi- 
cago, 1933. 
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illness in the general population of this 
country. Because of the recency of the 
National Health Survey and its exten- 
sive character—a generally representa- 
tive urban population of approximately 
two and a quarter million persons hav- 
ing been canvassed——its records of ill- 
ness and the receipt of medical care will 
be drawn upon largely in the subsequent 
discussion. The method and scope of 
the survey have been fully described in 
previous reports.” 


Average severity of illness 


In a 12-month period, illnesses in- 
volving disability of one day or longer 
occurred at a rate of 492 per 1,000 per- 
sons in the representative white popula- 
tion canvassed in 1928-31 by the Com- 
mittee on the Costs of Medical Care.’ 
In the white urban population can- 
vassed in the National Health Survey, 
the frequency rate of more serious ill- 
ness causing disability of at least seven 
consecutive days * in a 12-month period 


2 The National Health Survey, 1935-1936: 
Significance, Scope and Method of a Nation- 
Wide Family Canvass of Sickness in Relation 
to its Social and Economic Setting, Washing- 
ton: Division of Public Health Methods, 
United States Public Health Service, 1938. A 
list of the surveyed cities is given in Appendix 
C of this report. Baltimore, Maryland, in- 
cluded in this list, is omitted from the group 
of cities considered in the present report be- 
cause the sample was not representative of 
the city as a whole. ` 

8 Selwyn D. Collins, “A General View of. the 
Causes of Illness and Death at Specific Ages,” 
Public Health Reports, 50: 8 (1935), pp. 
237-55. 

4JIn the National Health Survey the ill- 
nesses enumerated were limited to those dis- 
abling for at least seven consecutive days in 
a year. Certain exceptions to this definition 
were made: records of all confinements, hos- 
pital cases, and deaths were taken without¢ 
limitation as to the duration of disability. 
An additional exception was made in the 
enumeration of chronic diseases and perma- 
nent gross impairments, which were recorded 
without limitation as to the duration of dis- 
ability. 
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was 171 per 1,000 persons. The annual 
death rate is of the order. of 11 per 
1,000. It is thus apparent that the 
economic effects of death involve a rela- 
tively small number of persons com- 
pared with those attending illness. 
Permanent disability likewise in- 
volves a relatively small group of the 
population, but its immediate conse- 
quences are severe and are, further- 
more, cumulative until death occurs. 
The permanence of disability may be 
determined by various criteria, each 
adapted to a given situation. In the 
following discussion, permanent disabil- 
ity, or invalidity, is defined as incapac- 
ity which has prevented work or the 
pursuit of other usual activities for a 
continuous period of at least 12 months’ 
duration. This definition is imposed by 
the nature of the data now available 
from the National Health Survey. Only 
7 per cent of all cases of disabling ill- 
ness enumerated in the survey were per- 
manently disabled; but 43 per cent of 
the total volume of disability in the 12- 
month period accrued from these cases. 
The actual amount of disability due to 
invalidity exceeds this figure. The per- 
manently disabled of the category de- 
fined represented 11.7 in every 1,000 
white persons surveyed. When the per- 
manently disabled were classified ac- 
cording to the nature of the disability 
as “physical” and “mental,” the follow- 
ing rates were observed: physical, 9.6 
per 1,000; mental, 2.2 per 1,000. - In- 
dependent estimates of persons perma- 
nently disabled by mental disease or 
defect (without reference to the dura- 
tion of the disability), based on the ob- 
served hospitalization rate, yield mini- 
mm rates between 10 and 11 per 1,000 
persons.” The mentally diseased and 


5I. S. Falk and N. D. M. Hirsch, Social 
Security Measures as Factors in Mental Health 
Programs, Washington: Social Security Board, 
1938. (Paper presented at the Annual Meet- 
ing of the American Association for the Ad- 
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defective, many of whom are long-term 
institutional residents, are not com- 
pletely enumerated by the method of 
the house-to-house canvass used in the 
National Health Survey. This defect, 
inherent in the method, was also ob- 
served in the canvass made by the Com- 
mittee on the Costs of Medical Care. 

Illnesses which caused disability of 
less than 12 months’ duration occurred 
in the surveyed population at a rate of 
160 per 1,000 persons and accounted for 
5.6 days of disability per capita in a 12- 
month period. A majority of these 
cases are temporary disabilities; from 
the economic standpoint, their contribu- 
tion to the annual burden of disability 
is by no means negligible. ` 

Expressed in terms of persons dis- 
abled on an average day, on the basis of 
available data, it is estimated that at 
least 2.2 per cent of the population are 
permanently disabled, a somewhat lower 
proportion being disabled by illness of 
a temporary nature. 


Age variation in severity of illness 


The illness of childhood is character- 
ized by a high frequency; following this 
high point, the incidence declines to a 
minimum in youth. The frequency 
again rises during the adult period prior 
to age 65, with an intermediate peak re- 
sulting from disability associated with 
childbearing, but the average incidence 


vancement of Science, Richmond, Virginia, 
1938.) Joseph Zubin, “The Mentally Ill and 
Mentally Handicapped in Institutions,” Sup- 
plement to the Public Health Reports, No. 
146. Washington, 1938. 

6 The incomplete enumeration of institu- 
tional cases in the survey of the Committee on 
the Costs of Medical Care is indicated by the 
fact that the number of hospital days per 
capita for tuberculosis and mental hospitals in 
1928-31 was .19. On the basis of data in The 
Census of Hospitals of the American Medical 
Association relating to the year 1930, hospital 
days for patients in these institutions in the 
country as a whole amounted to 1.40 per 
capita, 

° 
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a SEVEN Con- 
TABLE 1—FREQUENCY AND DiısasBILiTY RATES OF ILLNESS morsa pen ia abana 
SECUTIVE Days OR LONGER IN A 12-MoNTH Periop, CLASSIFY Polini 
AS ACUTE AND CHRONIC BY DURATION OF DISABILITY, 


TO AGE—2,152,740 WHITE Persons? in 83 CITIES 

















Acute e 
) Duration of Disability 
Age Period Total Disability 12 Months 
on 
or Less tin | Less than i : 
io. h Noninsti- Institu- 
Duratio: 12 Mont s Total Ba rah 











Allagese......... 171.4 124.3 
Under 15....... 224.6 208.4 
15-24... 128.8 107.2 
25-64... 149.6 94.0 
65 and over.....] 275.6 101.0 1 

Disability Rate (Days of 

All ages... 9.83 2.59 
Under 15....... 5.93 3.85 
15-24... 5.31 2,22 
25-64... 10.26 2:13 3.5 
65 and over..... 35.44 2.67 10.6 


* Includes also all fatal and hospital cases an ` 
duration of disability, 

t Exclusive of Persons in families 

€ Duration of disease symptoms | 

* Duration of disease symptoms : 

* Exclusive of cases and persons 
age is as follows: All ages, 2,152,740; 
65 and over, 126,894, 


is below that of childhood an’ 

In old age, a high frequency o 

again observed. The process ¢ 
associated with a progressive a 
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validity, measured here b is- 
abled for 12 months, is a AOE 
among the aged. Almost two-thirds of 
the atnount of disability experienced by 
the average person 65 years of age and 
, over in the 12-month period resulted 
from disability accumulating from the 
invalid Population of these ages. In 
this Survey, the population over 65 
years, 6 per cent of the total, accounted 
for 31 per cent of all permanently dis- 
abled persons. But permanent disabil- 
ity begins to assume importance in the. 
productive period of adult life prior to 
old age. Cases disabled for 12 months 


AONI ~~ 
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actual number, since the handicap of 

invalidity may persist through life. 
Temporary disabilities assume impor- 
tance because of their high frequency. 
In Table 2, the illnesses observed among 
survey persons in eight large cities 
canvassed in the survey have been clas- 
sified {according to their termination. If 
the rheriod of old age be excluded, it is 
seen fthat cases of temporary disability, 
i.e., frecovered cases, account for a large 
proportion of all illnesses. In child- 
hochd, 88 per cent, and in youth, 85 per 
cegnt of all disabling illnesses terminated 
recovery; in the adult ages between 
ìà and 65 years, the proportion was 72 
ə cent. In old age, only 41 per cent 
cases were temporary disabilities, 
linesses and unterminated ill- 
largely chronic cases of long 
a, being relatively more frequent 

the younger ages. 





and the severity of illness 


economic disorganization result- 
m premature death is particu- 
ute among wage earners because 
eath rate exceeds the average. 
ct has been observed for many 
1 the wage-earning population of 
i and Wales through the periodic 
s of occupational mortality made 
Dngistrar-General,? and is sup- 
Whitney’s recent study of 

s by occupation in ten states 


soon bane D 


Ac chown in Whit- 
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TABLE 3—FRrEQUENCY AND DISABILITY, RATES OF ILLNESS DISABLING” FOR SEVEN CON- 
SECUTIVE Days OR LONGER IN A 12-MontH PERIOD, CLASSIFIED IN BROAD GROUPS 
AS ACUTE AND CHRONIC By DURATION oF DISABILITY, ACCORDING 
to IncomE—2,152,740 Waite Persons? IN 83 CITIES 





























Acute ° Chronic ĉ 
Duration of Disability 
` . oe 
Income Class Total | Disability 

3 Months 12 Months 

or Lessin | Less than 

Duration | 12 Months Lrotal Noninsti- Institu- 

ota: tutional tional 
Frequency Rate (Disabling illnesses per 1,000 persons) 

All incomes?...... 171.4 124.3 35.4 11.7 10.9 38 
Relief.......... 238.4 166.7 49.7 22.1 20.4 1.7 
Nonrelief: 

Under $1,000.| 180.3 122.7 41.2 16.4 15.4 1.0 
$1,000-$2,000 | 152.3 115.2 29.4 7.8 7.2 6 
$2,000-$3,000 | 145.9 110.1 29.4 6.5 6.1 4 
$3,000 and 
over....... 146.0 109.1 30.7 6.3 5.9 4 
Disability Rate (Days of disability per person) 

All incomes€,..... 9.83 2.59 3.01 4.22 3.93 29 
Relief.......... 16.18 3.54 4.70 7.95 7.34 60 
Nonrelief: 

Under $1,000.] 12.16 2.60 _ 3.65 5.90 5.55 35 
$1,000-$2,000 7.52 2.38 2.35 2.79 2.59 20 
$2,000-$3,000 6.88 2.27 2.28 2.33 2.19 14 
$3,000 and . 

over....... 6.75 2.23 2.26 2.26 2.11 15 











a See footnote a, Table 1. 
è See footnotes b and e, Table 1. 
¢ See footnote c, Table 1. 
d See footnote d, Table 1. 
e See footnote b, Table 1. 


professional class; and the excess re- 
mained marked when accidental deaths 
were excluded. 

In addition to the severe effects of, a 
higher death rate, the economic inse- 
curity of low income families is further 
increased by the greater frequency and 
severity of nonfatal illness which they 
experience. It is seen in Table 3, based 
on records of the National Health Sur- 
vey, that the income differential is most 
marked for cases of permanent disabil- 
ity. In relief families, permanent dis- 


e 





ability accounted for eight days of disa- 
bility per capita (including the sick and 
well), and in nonrelief families with 


‘income below $1,000 it accounted for 


six days, while above the $1,000 income 
level the range was two to three days. 
Sixty-one per cent of all permanently 
disabled cases observed in this survey 
occurred in the relief and marginal in- 
come classes, which included only 38 per 
cent of the canvassed population. 

But the excess in the severity of ill- 
ness in the low income groups was not 


x 
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confined to the permanently disabled. 
Thus, chronic illness which had disabled 
for less than 12 months caused twice as 
much incapacity per capita in relief 
families as in families above the $1,000 
income level; and the association be- 
tween economic status and incapacity 
is apparent also in the disability rates 
for acute illnesses involving less than 
three months of incapacity. 

A more quantitative evaluation of the 
burden of disability of a temporary na- 
ture may be obtained by classifying 
frequency and disability rates according 
to termination and duration of the dis- 
ability. The illness records of persons 
in clerical and manual occupations in 
83 cities canvassed in the survey have 
been analyzed in this manner, and are 
shown in Table 4. Persons employed 
or seeking work, or unemployable be- 
cause of disability, except institutional 
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radidents of the latter category, are in- 
cluded. 

Almost one-half a the total TA of 
disability per capita in this population 
_of the working ages in the 12-month pe- 
riod accrued from cases of permanent 
disability. Disability of this category 
is necessarily incompletely measured by 
the figures shown here, since the disabil- 
ity of persons confined in institutions 
for 12 months is omitted from consid- 
eration. About one-third of the total 
disability rate was accounted for by 
cases of temporary disability; and cases 
disabled between 2 and 11 months, 
whose illness was not terminated on 
the date of observation, contributed 15 
per cent to the total disability rate. 
Temporary disabilities thus represent a 
substantial economic handicap to work- 
ers in the low income groups, and the 
severe end-results of disease and injury 


TABLE 4—Frequency AND DISABILITY RATES OF ILLNESS DISABLING” FOR SEVEN 


CONSECUTIVE DAYS OR LONGER IN A 12-MONTH PERIOD, CLASSIFIED BY TERMINATION AC- 
CORDING TO THE DURATION OF THE DISABILITY—653,514 WHITE AND COLORED PERSONS OF 
Boru SEXES, AGEs 15 To 64, IN CLERICAL AND MANUAL OCCUPATIONS WITH ANNUAL INCOME 
UNDER $3,000? in 83 CITIES 














Days of Disability per Person for 
Cases with Specified Termination 


Cases with Specified Termination 
per 1,000 Persons 











Mean 
Duration 
Total Re- Death | Incom- | Total Re- Death | Incom- 

covery e covery plete 
Total........ 106.1 77.2 3.25 25.6 7.46 2.51 .29 4.66 
8 days....... 24.4 21.2 „ŝi 2.7 20 17 .004 .02 
14 days...... 19.6 17.1 38 2.1 27 24 005 03 
21 days...... 11.7 10.0 .27 1.4 .24 21 .006 103 
1 month...... 17.1 14.1 A3 2.6 51 42 01 .08 
2 months..... 9.7 7.4 .38 2.0 58 A4 .02 12 
3 months..... 4.3 3.0 25 Li 38 27 02 10 
4 months..... 3.2 2.0 22 1.0 39 ys) .03 12 
6 months..... 3.9 1.7 40 1.8 .70 31 .07 31 
9 months..... 2.7 7 34 1.6 -12 .19 .09 .44 
12 months.... 9.6 .05 .06 9.5 3.47 .02 .02 3.43 





@ Exclusive of fatal and hospital cases and confinements disabling for less than seven 
consecutive days which are usually included under the definition of disabling illness used in 
this survey. 

è Includes persons employed and seeking work and unemployable because of disability, 
except institutional cases of the latter category; unskilled workers are exclusive of farm laborers 
and servants. Illnesses among persons receiving or claiming compensation for disability are 


not included. Fe 
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which terminate in permanent disability 
by no means constitute the sole source 
of insecurity to the wage-earning group. 


Leading causes of sickness and invalid- 
ity 

The chronic diseases are the major 
causes of permanent disability. When 
all cases involving 12 months of dis- 
ability enumerated in the survey were 
classified by cause, it was found that 94 
per cent of all institutional cases and 
74 per cent of all noninstitutional cases 
were included in the groups comprising 
the major chronic diseases and ortho- 
pedic impairments. The relative impor- 
tance of the various chronic diseases as 
causes of permanent disability is shown 
in Table 5. 
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The chronic diseases involve, on the 
average, long periods of disability. In 
Table 6, all disabling illnesses observed 
in the survey have been classified by 
specific cause, or by cause according to 
broad groups of diseases having certain 
common characteristics. The average 
duration per case of tuberculosis was 
found to be 243 days; for rheumatism 
the average was 124 days; for the dis- 
eases of the degenerative group, 122 
days. The survey experience covered 
only a 12-month period, and these fig- 
ures measure only the mean duration 
within that period; in certain of the 
chronic diseases the disability may con- 
tinue for several years. In marked con- 
trast to the long duration of chronic 
cases is the relatively short average du- 


TABLE 5—PERCENTAGE DISTRIBUTION OF CASES DISABLED FoR 12 MontTHs, BY CAUSE— 
WHITE POPULATION oF 83 CITIES* 





Diagnosis 
Inentiitional g All mre Nervous bak 
Status auses ubercu- a rtho- 
losis, Mental | Rheuma- Degene ra- pedic ent 
i $ Disease nem Diseases è Impait- Causes 
Defect 
Institutional. ....... 100.0 18.7 65.9 8 1.8 6.7 6.1 
Noninstitutional..... 100.0 4.3 14.8 10.7 22.8 20.9 26.4 


a The nature of the population observed is defined in Table 1. 
è For the diseases included, see footnote g, Table 6. 


In the group of the permanently dis- 
abled who had been in institutions for 
12 months, nervous and mental disease 
and defect and tuberculosis were the 
major causes of disability. Among the 
noninstitutional cases, rheumatism and 
the diseases included in the degenera- 
tive group together accounted for over 
one-third of the cases. In the noninsti- 
tutional group, persons permanently 
disabled by orthopedic impairments 
were relatively frequent; permanent im- 
pairment due to congenital defects, to 
accidents, and to diseases such as polio- 
myelitis and other forms of paralysis, 


and rheumatism, is included here. 
Ld 


ration of certain acute diseases—14 
days for tonsillitis, 23 days for the av- 
erage case of acute communicable dis- 
ease, 24 days for the diseases included 
in the “other respiratory” group—influ- 
enza, colds, bronchitis, and others. The 
control of the chronic diseases is thus 
an important step toward the reduction 
of the economic effects of disability. 
Their long average duration may in- 
volve serious wage loss during the pe- 
riod of incapacity, and they are, in 
addition, typically “high-cost” illnesses, 
requiring complex diagnostic facilities 
and treatment which frequently require 
hospitalization. 
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TABLE 6—FREQUENCY AND DISABILITY RATES'OF ILLNESS DISABLING” FOR SEVEN 
CONSECUTIVE DAYS OR LONGER IN A 12-MoNnTH PERIOD, BY CAUSE, IN Broap DISEASE 
GROUPS ACCORDING TO AGE, AND SEVERITY RATE, ALL AGES, BY CAUSE—SOLE OR PRIMARY 
Causes ONnLY—2,152,740? WHITE PERSONS IN 83 CITIES 
































Age Period Age Period ! 
ee 
65 65 ges ¢ 
All | Under All |} Under; : 
Agese| 15 15-24 | 25~64 gnii Agese| 15 15-24 | 25-64 a 
Diagnosis 
Mean 
Frequency Rate Disability Rate Dura- 
(Disabling Illnesses per (Days of Disability per tion 
1,000 Persons) Person) per 
Cased 
All causes... 2... c cece eee eee ane 171.4 | 224.6 | 128.8 | 149.6 | 275.6] 9.83 5.93 | 5.31 | 10.26 | 35.44] 57 
Communicable diseases......... 30.3 | 105.4 | 12.4 5.0 2.3} .70 | 2.24 28 wl AS} 23 
Diseases of the respiratory sys- 
tem—total. cisa eee e eens 50.0 | 74.2 | 37.1] 42.2] 58.6} 1.15 1.27 .67 LAL] 2.54) 23 
Pneumonia... .-. cece eee 4. 8.0 2.3 3.4 8.5 18 29 09 14 36, 39 
TOn Seoane rine aN 10.2 | 24.8 9.1 4.9 8 14 32 12 08 03 14 
Other diseases of the respira- 
tory system Fi akiert ee eee 35.2} 41.4 | 25.8) 33.9} 49.3) .83 -66 46 89) 2.15) 24 
Diseases of the digestive system— $ 
totalean y I Stes ASO 12.6 7,5 13.8} 13.8] 19.6! 75 22 53 91} 1,96} 59 
Appendicitis... .0......¢..0.8. 5.2 3.9} 10.8 4.4 9 21 12 39 20 05) 40 
Other diseases of the digestive 
CYStOMS 2 ois eis seew ecw sow oa 7.4 3.6 3.0 9.4] 18.7 54 10 14 TA 1.91] 72 
The puerperal state—live births 
ie E qe in waren aie RRR 13.9 02) 27.6) 17.2) — 33 — 65 41} — 24 
Accidents............. 15.6] 10.9 | 13.1] 17.2] 27.1) .75 36 .51 88| 1.97] 48 
Tuberculosis, all forms 1.3 5 1.5 1.7 9| 32 .09 34 43 20] 243 
Nervous and mental diseases— 
totale eii bale ena wok y arty ate 5.5 2.6 3.9 6.8 9.9| 1.03 43 81 | 1.28} 1.99) 190 
12-month institutional cases. 35 al 4 3&8 6 19 04 13 -28 «20| 360 
Rheumatism. ............000005 5.6 1.2 1.5 7A} 22.8} .69 08 12 7 4.12] 124 
Des enerative diseases?.....,.... 14.4 3.6 3.4} 15.0} 86.4) 1.76 24 33 1.77 | 12.14, 122 
opedic impairments......... 29 1.2 1.5 2.9] 14.6) 89 28 38 .87 | 5.08] 306 
alt oF er CAUSES... eee eee eee ee 19.3} 17.5 | 13.0} 20.8) 33,2! 1.46 72 70 | 1.62} 5.28) 75 


a See footnote a, Table 1. 
d See footnote b, Table 1. 
e See footnote e, Table 1. 





4 Days of disability per case of disabling illness. 
e Includes influenza, coryza, bronchitis, pleurisy, sinusitis, asthma, hay fever, and other 
diseases of the respiratory system except pneumonia, tonsillitis, and respiratory tuberculosis. 
' 7 Includes indigestion, biliousness, diarrhea and enteritis, ulcer of the stomach or duode- 
num, diseases of the gall bladder or liver, and other diseases of the digestive system except 


appendicitis. 


9 Includes cancer; diabetes; cerebral hemorrhage and other forms of paralysis; diseases 
of the heart, arteriosclerosis, and high blood pressure; and other diseases of the circulatory 
system, exclusive of hemorrhoids and varicose veins; nephritis and other nonvenereal diseases 
of the genitourinary system, exclusive of diseases of the female genital organs. 


Age characteristics 


‘The relative importance of the vari- 
ous diseases shows characteristic differ- 
ences with age, as is shown in Table 6. 
Among children, the acute communi- 
cable diseases—measles,, scarlet fever, 
whooping cough, mumps, chicken pox 
and diphtheria—were the leading causes 
of illness, accounting for almost one- 


half of their illnesses in the year. Ton- 
sillitis, and influenza, colds, bronchitis, 
and other diseases in the respiratory 
group were second in importance as a 
cause of childhood illness. The acute 
communicable and respiratory diseases 
cause a relatively small amount of dis- 
ability because of their short average 
duration. They assume importance, 
however, because they account chiefly 
9 
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for the high frequency of childhood ill- 
ness, and create special need for medi- 
cal and nursing care in this period of 
life. They are, furthermore, to some 
degree preventable; and the general 
and specific measures for the control of 
communicable disease, supervision of 
the health of infants and older chil- 
dren in medical clinics and by public 
health nurses, are important activities 
of community health departments which 
contribute to the reduction of illness in 
childhood. 

In the period of youth, disability as- 
sociated with the period of maternity is 
an important cause of incapacity among 
women. About one-third of all live 
births enumerated in this survey oc- 
curred to women between the ages of 
15 and 25. In this period and in the 
later childbearing ages, maternal health 
and medical services are of major im- 
portance to the health of women. The 
control of tuberculosis requires special 
attention to youth; 20 per cent of all 
cases of this disease observed in the sur- 
vey occurred in the age period 15 to 24 
years. 

The disability resulting from chronic 
disease becomes increasingly important 
in the older adult ages. Among per- 
sons 25 to 65 years, the amount of dis- 
ability per capita for all causes of ill- 
ness was ten days; of this total, the 
_ major chronic diseases and orthopedic 
impairments accounted for five days. 
Tuberculosis and nervous and mental 
disease are relatively more important 
as causes of disability in these earlier 
adult ages than in old age. Sixty-seven 
per cent of all cases of tuberculosis and 
65 per cent of all nervous and mental 
cases occurred among adults between 
the ages 25 and 65 years. 

In old age, the chronic diseases reach 
their highest frequency, and account for 
the major volume of disability. In the 
adult period between the ages 25 and 
65, the amount of disability per capita 
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accruing from the degenerative diseases 
was 1.8 days; in old age, the rate was 
12 days per capita. While persons over 
65 years of age represented only 6 per 
cent of the population, one-third of all 
illnesses due to the degenerative dis- 
eases occurred in this period. The in- 
cidence of certain acute diseases, not- 
ably pneumonia, rises in the period of 
old age. In general, the frequency and 
disability rates of illness among the 
aged are high, and the needs of this 
period for medical care place a special 
burden on old persons of limited in- 
come. 


MEDICAL SERVICES 


The control of disability is accom- 
plished through the prevention of dis- 
ease, and adequate medical and nursing 
care of the sick. The private practi- 
tioner provides both preventive and 
curative services for the control of dis- 
ease, and the activities of state and lo- 
cal health departments and nonofficial 
health agencies extend preventive serv- 
ices to the community. The present 
status of organized public health work 
will be considered in a later section; we 
may consider here the control of dis- 
ability through medical services for the 
sick. ‘The medical needs of the sick 
vary with the cause of illness, and it is 
of interest, therefore, to evaluate the 
severity of disease in terms of its medi- 
cal requirements. The medical care re- 
ceived for disabling illness as observed 
in the National Health Survey throws 
light on the nature of the diseases which 
are treated most frequently by a physi- 
cian (exclusive of hospital care), the 
relative intensity of physicians’ care, 
the type of illness which receives hos- 
pital care most frequently, and the rela- 
tive degree to which various diseases 
absorb hospital service. 

These facts are summarized in Table 
7, which presents various measures of 
the frequency and intensity of care by 


X 
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TABLE 7—MenpicaL CARE FOR SELECTED CAUSES oF ILLNESS—261,303 DISABLING” ILL- 
NESSES TREATED BY A PHYSICIAN (EXCLUSIVE OF HOSPITAL MEDICAL CARE) AND 
99,676 HOSPITALIZED CASES OCCURRING IN A 12-MonTH PERIOD 
AMONG 2,152,740 WHITE PERSONS IN 83 CITIES 





Care by a Physician 


(Exclusive of Hospital Medical General Hospital Care? 
Care) < 
Per Per 
Diagnosis cent $ _ | Cent | Hospi- 
Pa- ļ|Consul-} Dis- |Consul-| Pa- Hospiz D tal 


tients | tations | abling 4| tations | tients Days | ablinge! Doy 


(Per | (Per Ill- per (Per i + 
Cent) | Cent) | nesses | Patient} Cent) Eer ae Hospi à 


Receiv- Hospi- | Patient 





Cae talized 
All causes... 2... ccc cscs ec ececeees 100.0 | 100.0 | 71.0 | 7.4 | 100.0 | 100.0 | 27.3 | 18.6 
Communicable diseases............ 14.6] 8.0] 58.4 | 4.1 3.3] 4.5] 5.0 | 25.4 
Diseases of the respiratory system— 
total bcos ee Seb eee paw een 27.3} 17.8] 66.3 4.8 | 17.4 7.8) 16.1 8.4 
Pneumonia......... cee eee eens 3.4 4.6 | 89.0 | 10.0 3.1 3.21 31.0 | 19.1 
Tonsillitis... 0... cee eee eee ees 6.7 2.7 | 79.5 3.0 | 11.1 1,4 | 50.6 2.4 
Other diseases of the respiratory 
system*,..... PEE ds 17.2) 10.5] 59.5 | 4.5 3.1) 3.2] 4.1 | 19.1 
Diseases of the digestive system— 
totals 20 vise ceadetease sans 8.8 8.9 | 84.9 7.4 | 15.1) 13.4] 55.6 | 16.5 
Appendicitis.............0.. eee 3.8) 2.8] 886] 5.4] 9.9) 7.2] 885 | 13.5 
Other diseases of the digestive 
system 4... kee cee eee eee 5.0 6.1] 82.3 9.0 5.2 6.2} 32.5 | 22.2 
The puerperal state—live births only 8.0) 6.2] 70.0 | 5.8 | 19.7) 11.1] 65.7 | 10.4 
Accidents. ........ccce eee c ee eeees 10.3] 12.8) 80.6 9.2 | 12.1] 11.9] 36.0 | 18.2 
Tuberculosis, all forms............. 0.7 1.2| 65.7 | 12.7 
Nervous and mental diseases, ex- 
clusive of 12-months institutional 
CASES aa dct s Shee ees eels 2.8 4.1] 68.7 | 11.0 2.5 8.9} 23.8 | 64.9 
Rheumatism...........00eee0000- 3.3} 4.9] 71.2 | 11.4 1.4] 3.1] 12.1 | 40.0 
Degenerative diseases*............ 10.1} 17.9} 85.2 | 13.1 8.7] 14.2} 27.9 | 30.4 
Orthopedic impairments........... 1.4} 3.2] 57.8 | 17.3 1.6} 6.6) 24.7 | 78.7 
All other causes.......0.. 0.000. eee 12.7} 15.0] 79.4 | 8.8 | 18.2} 18.5] 43.5 | 18.8 





* Disabling for seven consecutive days or longer in a 12-month period; all fatal cases, 
confinements, and hospitalized cases receiving treatment from a physician preceding or follow- 
ing hospitalization (except cases of nervous and mental disease or defect in institutional resi- 
dence for 12 months) are included without reference to the duration of disability. 

è Includes all hospitalized cases except hospitalized cases of tuberculosis and cases of 
nervous and mental disease and defect in institutional residence for 12 months. These exclu- 

' sions leave a group of hospital cases which roughly approximates patients treated in general 
and special hospitals, exclusive of hospitals for the tuberculous and the mentally diseased. 
Since the type of institution in which care was received was not recorded in the survey, a more 
exact definition of general hospital patients is not possible. 

The average number of hospital days per patient for all hospitalized cases is somewhat 
higher than the average length of stay of general hospital patients as usually reported. This 
excess arises in part from the long hospital duration of the residual group of nervous and 
mental cases (exclusive of those in institutions for 12 months); it appears to be due also to an 
incomplete enumeration of hospital cases disabled for less than seven days. 

¢ See footnote e, Table 6. l 

d See footnote f, Table 6. i 

e See footnote g, Table 6. 
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a physician, and hospital care, accord- 
ing to cause of illness. It has been 
shown that the chronic diseases are ma- 
jor causes of disability, and it may thus 
appear, a priori, that chronic patients 
absorb a relatively larger proportion of 
the services of private or clinic physi- 
cians than do the acutely ill. In this 
experience, however, 69 per cent of all 
patients treated by a physician outside 
the hospital were included among cases 
of communicable, respiratory, and di- 
gestive diseases (comprising largely 
acute conditions), confinements termi- 
nating in live births, and accidental 
injuries; and 54 per cent of all con- 
sultations with a physician were ab- 
sorbed by these cases. Only 18 per 
cent of all cases treated by a private or 
clinic physician were suffering from the 
major chronic diseases. However, in 
proportion to the number treated, the 
chronic sick absorbed a relatively larger 
amount of care than the acutely ill. 
Among physicians’ cases included in the 
group of major chronic diseases, each 
patient received, on the average, be- 
tween 11 and 13 consultations; the 
average orthopedic case received 17 
consultations. Patients suffering from 
illness of an acute nature, with the ex- 
ception of pneumonia, received, on the 
average, a much lower amount of care 
per case. 

The proportion of cases of various 
diseases which were treated by a physi- 
cian is an indication of their relative 
need for medical care as recognized by 
the layman. Thus, only 58 per cent of 
all disabling illnesses due to the acute 
communicable diseases, and 60 per cent 
of all respiratory illnesses (exclusive of 
tonsillitis, pneumonia, and respiratory 
tuberculosis) received care from a phy- 
sician. From the layman’s standpoint, 
these diseases are minor in importance. 
On the other hand, the proportion of 
attended cases was between 80 and 90 
per cent for pneumonia, appendicitis, 
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the degenerative diseases, and acciden- 
tal injuries, in which need for medical 
care may be urgent in view, of their pos- 
sible fatal outcome. 

The relative requirements of the vari- 
ous diseases for hospital care are not 
shown adequately by records obtained 
in a house-to-house canvass, since per- 
sons in tuberculosis sanatoria and insti- 
tutions for the mentally diseased are not 
completely enumerated. Certain re- 
sults of the 1937 Census of Hospitals of 
the American Medical Association °° 
summarized in Table 8 indicate the 
broad aspects of the problem of hos- 
pital care. 

The most notable fact demonstrated 
by these figures is the large volume of 
hospital care received in the year by 
patients in institutions for the treat- 
ment of nervous and mental disease. 
While only 2.1 per cent of all patients 
admitted to hospitals in 1937 were men- 
tal cases, 57.9 per cent of all persons in 
hospitals on an average day were con- 
fined in institutions for the mentally 
diseased. The-large volume of hospital 
care absorbed by nervous and mental 
cases in a year is accounted for by the 
large proportion of old cases under 
treatment. The duration of hospitaliza- 
tion for cases of tuberculosis is shorter, 
but it is seen that in a given year, the 
tuberculous absorbed 6.9 per cent of all 
hospital patient days. 

The tuberculous and the mentally 
diseased therefore absorb a major por- 
tion of the country’s hospital facilities 
because of their long institutional resi- 
dence and the slow turnover of patients. 
The high costs of institutional care of 
these diseases cannot, on the average, 
be supported from individual income. 


10 American Medical Association. Hospital 
Service in the United States, The 1937 Census 
of Hospitals: Seventeenth Presentation of 
Hospital Statistics by the Council on Medical 


- Education and Hospitals of the American 


Medical Association. Chicago, 1938. 
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TABLE 8—PERcCENTAGE DISTRIBUTION OF PATIENTS ADMITTED AND HOSPITAL PATIENT 
Days,:AND AVERAGE DAILY Census OF HOSPITALS CLASSIFIED BY TYPE 
oF SERVICE, IN 1937—6,128 Hospirats REPORTING TO 
THE AMERICAN MEDICAL ASSOCIATION 





Patients Patient A 

Type of Service Admitted Days phat 

(Per Cent) | (Per Cent) ensus 

Totala e aer EE assists E aos ona ees 100.0 100.0 944,436 
General and special" (except mental and tubercu- 

1OS1S) 6.35 8c oe ce oe EOE Ere AT 8 Ga Ho a eS 96.8 35.2 332,730 

Generals: ool aa AEE A E O A ely be iale 90.5 30.5 288,280 

Nervous and mental... 0.0... ce eee cece eee ees 2.1 57.9 546,906 

Tuberculosis. sensro tepa Apna E EAS Li 6.9 64,800 





@ Includes eye, ear, nose and throat, children’s, orthopedic, maternity, isolation, indus- 


trial hospitals, and so forth. 


As a result, 80 per cent of the beds in 
tuberculosis sanatoria, and 96 per cent 
of the beds in institutions for the men- 
tally diseased are in institutions op- 
erated by state and local governments. 
The adequacy of hospital facilities for 
the tuberculous and the mentally dis- 
eased varies widely among the states. 
It is, generally estimated that an av- 
erage of two beds per annual death are 
required for adequate institutional care 
of the tuberculous. Only five states ex- 
ceed this standard, and twenty-six states 
have less than one bed per annual 
death. Facilities for care of the men- 
tally diseased vary among the ‘states 
from 6.9 to 2.0 beds per 1,000 persons. 
The recent study of institutional facili- 
ties made by the Technical Committee 
on Medical Care * indicates that facili- 
ties for the tuberculous are inadequate 


to the extent of 50,000 beds, and for . 


the mentally diseased, to the extent of 
130,000 beds. 


Importance of general hospitals 


The care of cases requiring treatment 
in general hospitals becomes a matter 


11 The Interdepartmental Committee to Co- 
ordinate Health and Welfare Activities, Tech- 
nical Committee on Medical Care. Report to 
the National Health Conference. 

' 1938. 


Washington, - 


of importance because of the large num- 
ber of such cases hospitalized in a year. 
Thus, as shown in Table 8, 91 per cent 
of all patients admitted to hospitals re- 
porting to the American Medical Asso- 
ciation in 1937 were treated in general 
hospitals; and these cases absorbed 31 


‘per cent of the total hospital patient 


days. The records of the National 
Health Survey are satisfactory as a 
broad indication of the nature of the 
diseases receiving treatment in general 
hospitals. The. figures shown in Table 
7 relating to “general” hospitals repre- 
sent an approximation of this group ob- 
tained by excluding all hospitalized 
cases of tuberculosis, and the mentally 
diseased who were resident in institu- 
tions, presumably mental hospitals, for 
12 months. The residual group of 
nervous and mental cases probably in- 
cludes cases which received treatment 
in special institutions, rather than in 
general hospitals, but the survey data 
do not permit the segregation of these 
cases. 

In this group of “general” hospital 
patients, cases of the major chronic dis- 
eases were relatively infrequent com- 
pared with surgical and maternity cases 
and other, chiefly acute, medical cases. 
Tonsillitis, appendicitis, and accidents, 


conditions usually requiring surgical 
s 
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treatment, accounted for, one-third of 
all patients; maternity cases, for one- 
fifth. Cases of acute communicable 
disease, and pneumonia each repre- 
sented 3 per cent of the patients. 
Chronic cases, however, absorbed one- 
third of the hospital patient days, since 
their average length of stay exceeded 
that of acute cases. 

The facilities of the general hospital 
are becoming increasingly important in 
the treatment of the sick. For certain 
types of emergency cases, hospitaliza- 
tion is essential; and the growing com- 
plexity of diagnostic and therapeutic 
procedures makes hospitalization desir- 
able for many additional cases. The 
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in the counties in which the canvassed 
cities are located. 

In the populous counties containing 
surveyed cities of 100,000 population 
and over, the average number of gen- 
eral hospital’ beds closely approximated 
the standard of 4.5 beds per 1,000 per- 
sons which professional opinion con- 
siders adequate for general hospital 
care; in the “small-city” counties, the 
average number of beds fell below this 
standard. The counties containing cit- 
ies of intermediate size (25,000 to 100,- 
000 population), data for which are not 
shown here, also fell below the stand- 
ard, the average number of beds (in- 
cluding governmental and nongovern- 


TABLE 9—LocaL GENERAL HOSPITAL FACILITIES AND EXPENDITURES 








Counties Containing Cities of 








Counties Containing 
100,000 and Over Cities under 25,0004 
Pa East | Central | West | South | East | Central | South 
Beds per 1,000 persons 
Total sstes rana et ran et ARO 44 4.8 4.1 4.6 3.9 3.0 2.0 
Governmental. .............. 14 | 1.3 1.5 1.6 | 1.7 | 0.8 0.2 0.3 
Expenditures per capita ($) 
Total ice siesta CRNE 4.82 | 5.05 | 4.70 | 4.90 | 3.74 | 3.65 1.90 | 0.85 
Governmental.............4. 1.26 | 1.20 Lil 1.86 | 1.28 | 0.63 | 0.14 | 0.08 





a Data for All Areas and for the West are omitted since the Western cities of this class 


included one city having access to the hospital facilities of an adjacent large city in the same -` 


county. 


availability of general hospital facilities, 
their use, and their support, are highly 
correlated with the degree of urbaniza- 
tion. This point may be illustrated by 
data.on local hospital facilities and ex- 
penditures for hospital care obtained in 
connection with the National Health 
Survey. These data are summarized 
in Table 9; the figures relate to local 
general hospital facilities and expendi- 
tures for general hospital care in 1935 

12 A special tabulation of data made avail- 
able from the 1935 Business Census of Hos- 
pitals conducted by the United States Public 
Health Service in connection with the National 
Health Survey. 

s 


mental) being 3.3 per 1,000 persons, 
the average number of governmental 
beds 0.4 per 1,000. The figures shown 
also indicate wide differences between 
the large and small cities in the extent 
of local governmental hospital facilities 
and the support of general hospital care 
from governmental funds. 

Even less adequate hospital facilities 
are found in the essentially rural areas, 
and it has been estimated that at least 
five. hundred general hospitals are 
needed to meet the existing deficiency 
in those areas." 


13 See note 11, 
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TABLE 10—MEDICAL AND NURSING CARE 
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OF DisaBLING? ILLNESS OCCURRING IN A 12- 


Monts PERIOD IN 2,152,740 Waite PERSONS? IN 83 Cities, CLASSIFIED 
BY INCOME AND SIZE OF THE City oF RESIDENCE 





Percentage of Disabling? Illnesses 





Services per Case Receiving 


Receiving Specified Care Specified Care 
7 Bedsid : Bedsid 
EEA Medical Nurane Medical Nursing 
Tr | yt [HEE] Be | vise | pyar [HOE] Bee | ve 
Hop | clan’ | Gor, | Duty | warea | ci | Sep. | Duty | Nate 
Cities of 100,000 and over 
All incomes*............04. 79.1 | 71.0 | 30.2 | 3.4 7.7 | 7.5 | 19.2 | 28.7 |] 5.2 
Relieficc% cow vis eee 77.9 | 67.2 | 31.2 9 | 13.1 1 7.0 | 23.2 | 18.1 | 5.6 
Nonrelief: 
Under $1,000........... 75.8 | 67.2 | 28.8 | 24] 6.7 | 81 | 21.9 | 27.0 | 5.9 
$1,000-$2,000.......... 79.3 | 72.0 | 30.2 | 3.3 6.5 | 7.2 | 17.2 | 25.6 | 4.6 
$2,000-$3,000.......... 82.8 | 77.1 | 30.6; 5.9 | 5.1] 7.6 | 15.8 | 28.7 | 4.8 
$3,000-$5,000.......... 84.5 | 79.2 | 30.3 85) 3.6) 7.9 | 15.4 | 31.5 | 3.8 
$5,000 and over........ 86.4 | 81.1 | 31.6 | 15.8 | 3.0 | 9.3 | 16.0 | 45.0 | 6.2 
Cities of 25,000-100,000 
All incomes*............6.. 76.2 | 72.1 | 23.1 | 4.8 [ 4.7 | 7.4 | 16.2 | 21.2 | 6.5 
Relieh 20's. rige oats es 73.8 | 69.1 | 20.9 1.5 84 | 6.6 | 19.9 | 25.5 | 5.6 
Nonrelief: x 
Under $1,000........... 73.3 | 69.4 | 20.5) 3.6] 3.9 | 8.0 | 17.1 | 20.4 | 7.6 
$1,000-$2,000.......... 77.9 | 74.4 | 24.8 | 54] 3.7 | 7.4 | 14.5 | 19.0) 6.5 
$2,000-$3,000.......... 80.2 | 75.8 | 26.3 8.1 2.7 | 74 | 13.4 | 20.5 | 7.9 
$3,000-$5,000.......... 84.0 | 79.4 | 28.0 | 13.3 1.8 | 8.1 | 15.2 | 20.8 | 8.1 
$5,000 and over........ 85.6 | 81.1 | 29.8 | 20.4 1.2 | 9.0 | 13.1 | 33.0 f 
Cities under 25,000 à 
All incomes¢........-.-005. 72.0 | 68.7 | 18.9 4.4 6.0 | 7.1 | 16.7 | 23.3 | 5.2 
Reliefo fescue a Sec et 67.8 | 64.8 | 14.6 1.9} 9.2 | 64 |.20.9 | 17.1 | 4.9 
Nonrelief: 
Under $1,000........... 70.1 | 66.9 | 16.6} 3.5 5.5 | 7.5 | 19.0 | 22.9 | 5.2 
$1,000-$2,000.......... 73.9 | 70.5 | 21.2 | 5.2 5.5 | 7.0 | 14.3 | 20.9 | 5.1 
$2,000-$3,000.......... 77.4 | 73.6 | 24.3 7.5 3.3 | 7.6 | 14.4 | 24.2 | 7.4 
$3,000-$5,000.......... 78.9 | 74.4 | 25.9 |] 8.9 | 3.1) 80 | 16.4 | 35.9 | 4.1 
$5,000 and over........ 83.9 | 78.0 | 31.3 | 17.7 2.0 | 9.5 | 13.8 | 38.6 f 





a See footnote a, Table 2. 
> See footnotes b and e, Table 1. 
¢ See footnote'b, Table 7. 


4 Includes attendance in home or hospital. 


¢ See footnote b, Table 1. 


‘Fewer than 25 cases attended by a visiting nurse. 


Medical care and income 
The survey of the Committee on the 
Costs of Medical Care ** in 1928-31 in- 
dicated that the receipt of medical care 
was associated with income, the poor, 
14 See note 1. 


in general, receiving the least service. . 
The results of the National Health Sur- 
vey show that a similar situation ex- 
isted in 1935, the approximate survey 
year. Underlying this association, how- 
ever, is the more fundamental correla- 
tion between community income and 


o 
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TABLE 11—PERCENTAGE DISTRIBUTION OF DISABLING ILLNESSES RECEIVING CLINIC OR 
VISITING NURSE CARE, BY INCOME—WHITE POPULATION OF 83 CITIES” 








Relief Status and Annual Family Income 














Population Class of City Nonrelief 
and Type of Care 
Bele Under | $1,000- | $2,000 
$1,000 $2,000 and over 
100,000 ond over Per Cent (All Incomes = 100) 
Disabling illnesses receiving: 
Clinic careo sesira eee ee eee 54.2 18.5 21.6 58 , 
Visiting nurse care.............. 39,4 17.5 32.2 10.8 
All disabling illnesses.............. 23.2 20.1 38.1 18.6 
25,000-100,000 
Disabling illnesses receiving: 
Clinic care... 2... eee eee ees 73.8 15.2 8.5 2.6 
Visiting nurse care... ........... 43.1 22.6 27.3. 7.0 
All disabling illnesses.............. 23.9 27.0 34.8 14.4 
Under 25,000 
Disabling illnesses receiving: 
Clinic Care costosa aesae tasinia 27.5 26.4 33.5 12.6 
Visiting nurse care... ......-.04. 35.0 26.6 31.3 7.1 
All disabling illnesses.............. 22.8 29.2 34.4 13.6 





“The nature of the population observed is defined in Table 1. 


_ the availability of medical personnel 
and facilities, to which attention has 
been called. 

The effect of this underlying factor 
may be observed in the records of medi- 
cal care obtained in the National Health 
Survey. As is shown in Table 10, the 
average proportion of hospitalized ill- 
nesses (excluding the tuberculous, and 
the mentally diseased in institutions for 
12 months) varied from 30 per cent in 
the large cities to 19 per cent in Cities 
under 25,000 population. In relief fam- 
ilies, the disparity was more marked, 
the proportion of hospitalized cases va- 
rying from 31 per cent in the large cities 
to 15 per cent in the small cities. 
the less adequate hospital facilities of 
the small cities had relatively little ef- 
fect on hospital care of illness in the 
highest income class; in families above 
the $5,000 income level, the proportion 
of hospitalized cases remained almost 
stationary at 30-31 per cent. 


But ° 


The significance of the figures which 
take into account both medical care re- 
ceived in the hospital and care given by 
a physician in the home, office, or clinic 
(shown in column one of Table 10) be- 
comes clear in light of these facts. 
With the exception of the relief group 
in the large cities, there is a general 
tendency toward an increase in the pro- 
portion of medically attended cases as 
income rises. But a relatively lower 
proportion of illnesses among low in- 
come families in the small cities re- 
ceived medical care, since the free 
hospital and clinic facilities which sup-. 
plement “home or office” medical care 
of the poor in large cities are less ade- 
quately’ provided and supported in 
small cities. Furthermore, in addition 
to a lower proportion of medically at- 
tended cases, the amount of care per 
patient treated by a physician in the 
lower income groups was below the av- 
erage for higher income families. 
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Bedside care of the sick in low in- 
come families is provided chiefly by vis- 
iting nurses, but it is notable that the 
- proportion of cases receiving such care 
was consistently lower in nonrelief fam- 
ilies in the marginal income class than 
in relief families. A similar disparity 
was observed in the receipt of clinic 
care. When clinic and visiting nurse 
cases were classified by income accord- 
ing to population class of the surveyed 
cities, as is shown in Table 11, it was 
found that although the proportion of 
illnesses falling in the relief and mar- 
ginal (nonrelief, income under $1,000) 
income classes did not differ widely, the 
proportion of clinic and visiting nurse 
cases showed a definite tendency toward 
an excess in the relief group. Thus, in 
respect to these supplementary medical 
and nursing facilities ayailable to the 
low income groups, the dependent pop- 
ulation received relatively greater bene- 
fits than the self-sustaining marginal 
income class. 


CoNTROL OF THE Economic EFFECTS 
OF SICKNESS 


Public medical care 


The problems created by sickness and 
invalidity among dependent and low 
income families have been intensified by 
the recent economic depression. Over 
twenty million persons in the country 
are now receiving relief or other forms 
of public assistance. Medical care of 
these public charges is a responsibility 
. of government, but it is a responsibility 
which few states are meeting ade- 
quately. In 1933, the Federal Emer- 
gency Relief Administration made Fed- 
eral funds available to the states to 
promote medical care of families on 
relief. Two years later, Federal funds 
were withdrawn, and in many localities 
medical care of the indigent has retro- 
gressed to the type provided under the 
old poor-relief laws. 

Welfare officials are increasingly con- 
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cerned with the problems of public 
medical care. A study made by the 
American Public Welfare Association 
has shown that the present administra- 
tion of public medical care is char- 
acterized by “division, overlapping and 
duplication of authority, lack of a satis- 
factory policy for the determination of 
eligibility for care, and insufficiency and 
low standards of medical service.” 15 

For the group of twenty million or 
more self-sustaining persons in the mar- 
ginal income class above the relief level, 
the situation is no less precarious. In- 
dividual income is insufficient to sup- 
port more than basic necessities, and 
public aid in meeting the costs of sick- 
ness is, in general, limited to the tuber- 
culous and the mentally diseased. 

. In 1935, expenditures from tax funds 
for health and medical services amounted 


.to about $520,000,000, or one-sixth of 


the total national expenditures for these 
purposes. Of this sum, public health 
services absorbed $130,000,000; care of 
patients in general governmental hos- 
pitals (except Federal), $75,000,000; 
in nongovernmental hospitals, $30,000,- 
000; care of the tuberculous and men- 
tally diseased, $157,000,000; care of 
patients in Federal hospitals, $72,000,- 
000; and medical care, exclusive of hos- 
pitalization, approximately $25,000,000. 

Thus, approximately $130,000,000 is 
expended annually for medical and hos- 
pital care of medically needy persons 
by state and local governments. It has 
been estimated that at least three times 
this sum would be necessary to provide 
minimum essential medical services to 
this group of the population. 


Community health services 


The services provided by state and 
local health departments and nonofficial 


15 American Public Welfare Association, Re- 
port of the Committee on Medical Care (An- 
nual Meeting, Seattle, Washington), Chicago, 
1938. 
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health agencies have already resulted in 
a striking reduction of the economic ef- 
fects of illness and premature death 
through control of the preventable dis- 
eases. Activities directed toward the 
sanitation of the environment, specific 
measures for the control of the acute 
communicable diseases, tuberculosis, and 
the venereal diseases, maternal and 
child health services, and public health 
education have played a significant part 
in improving national health. 

The accomplishments of the public 
health program have been striking, but 
their benefits have been unevenly dis- 
tributed. Community health services, 
as well as medical facilities, tend to- 
ward more adequate development in 
populous areas. The amount of health 
service obtained by a community is pro- 
portionate to the amount it spends for 
health; and, in general, the support of 
public health work in small cities and 
rural areas is notably below the level of 
large urban centers. In 1935, 14 popu- 
lous counties with an aggregate popula- 
tion close to 25,000,000 persons spent 
93 cents per capita for health services 
provided by official and nonofficial 
health agencies; in the same year, 14 
counties with an aggregate population 
of about 1,000,000 persons spent 48 
cents per capita for health work.'¢ As 
recently as the close of the year 1936, 
only 42 per cent of the rural population 
was served by local health organizations 
under the direction of whole-time health 
officers.” Notwithstanding the greater 
advances made in public health work in 
urban areas, few cities have attained the 
standards set by modern health depart- 
ment practice. 


16 Joseph W. Mountin, “How Expenditures 
for Selected Public Health Services are Appor- 
tioned,” Public Health Reports, 52: 40 (Oct. 
1, 1937), pp. 1384-89. 

itSurgeon General of the United States 
Public Health Service, Annual Report for the 
fiscal year 1937, Washington, 1937. 
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In recognition of the general need for 
expansion of the public health program, 
the Social Security Act, approved Au- 
gust 14, 1935, authorized the appropri- 
ation of Federal funds to the states for 
health purposes. The administration of 
maternal and child health services and 
services for crippled children provided 
under Title V of the Act (Parts 1 and 
2), is centered in the United States 
Children’s Bureau, while the United 
States Public Health Service executes 
the provisions of Title VI, which relate 
chiefly to preventive services outside 
the field of maternal and child health. 
The combined Federal appropriation 
for health services under Title V (Parts 
1 and 2) and Title VI, amounting to 
$14,500,000 annually, has resulted in a 
substantial increase in state and local 
expenditures made necessary under the 
terms of the Act. 

The stimulus to the expansion of 
health services resulting from this rela- 
tively small Federal appropriation is 
evident in the record of public health 
progress in the period since the passage 
of the Act. At the close of the year 
1937, county or district health depart- 
ments under the direction of whole-time 
health officers served 1,165 counties, 
compared with 594 as of January 1, 
1935. Full-time public health nurses 
employed by state and local agencies 
were increased by 1,720 between 1937 
and 1938 alone, and 596 of these new 
nurses are serving rural areas and small 
cities under 10,000 population. In the 
fiscal year 1938, 398 new permanent 
medical clinics for maternity service 
were established in 28 states, and or- 
ganized home-delivery nursing service 
was organized in 113 counties in 29 
states. In the same period, 1,853 per- 
manent medical conferences for infant 
and preschool service were organized. 
In many communities, increased control 
of tuberculosis and the venereal diseases 
has been made possible. 
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The type of health service for which 
the co-operating states have allocated 
Federal funds provided under Titles V 
and VI of the Social Security Act is in- 
structive as an indication of local public 
health needs. The record for the fiscal 
year 1938, shown in Table 12, indicates 
that development of state and local 
health services and expansion of health 
department activities along traditional 


TABLE 12—Tyre or HEALTH SERVICE 
FOR WHICH FEDERAL FUNDS ALLOTTED UN- 
DER THE Provisions OF TITLE V (Parts 1 
AND 2) AND Tirte VI or THE SocrAL Secu- 
rity Act WERE BUDGETED FOR THE FISCAL 
YEAR 1938 





a P er 
Purpose Amount Cent 
Total. vexecceecuaws $18,231,560.76| 100.0 
Development and ex- 
pansion of state and 
local health services’; 6,967,569.37) 38.2 
Maternal and child 
health services*..... 4,381,635.93| 24.0 
Special health services:| 5,244,011.40| 28.8 
Industrial hygiene. . 430,906.25] 2.4 
Oral hygiene....... 72,115.00 A 
Mental hygiene..... 15,380.00 a 
Crippled children...} 3,191,092.41] 17.5 
Tuberculosis, ...... 278,790.84) 1.5 
Venereal diseases. . . 868,105.60] 4.8 
Malaria........... 134,510.86 7 
Pneumonia........ 118,695.72 7 
Cancer. nc ccccuass 30,313.72 2 
Trachoma......... 34,863.00 2 
Rodent plague..... 69,238.00 A 
Training............ 1,583,656.93) 8.7 
All other?........... $4,687.13 3 


a Includes unused funds previously paid to 
the states. 

è Includes organization and supervision of 
local health services and expansion of state 
and local services in general communicable 
disease control, laboratory service, sanitary 
engineering, registration and vital statistics, 
and health education. 


e In addition to the amount budgeted under 


Title V, Part 1, includes $23,619.16 budgeted 
under the provisions of Title VI. 


d Includes medical aid and health survey of 
transients. 
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lines received major emphasis.® Federal 
funds budgeted for the development 
and supervision of new local health de- 
partments and the expansion of state 
and local activities in general communi- 
cable disease control, maternal and child 
hygiene, laboratory service, sanitary en- 
gineering, registration of vital statistics, 
and health education amounted to 62 
per cent of the total. Funds budgeted 
for the control of tuberculosis and the 
venereal diseases exceeded all other al- 
lotments for the control of specific dis- 
eases, although the amounts represented, 
respectively, only 1.5 per cent and 4.8 
per cent of the total. The combined al- 
lotments for’the control of pneumonia 
and cancer, which represent two of the 
leading causes of death, amounted to 
less than 1 per cent of the total. 

Beginning with the present fiscal year, 
the program for the control of venereal 
disease will be materially expanded by 
Federal funds authorized by the Ve- 
nereal Disease Control Act, approved 
May 24, 1938. The sum of $3,000,000 
has been made available from Federal 
funds under the terms of the Act for 
state aid in the fiscal year 1939. The. 
general program of cancer control has 
likewise been advanced by the act of 
Congress approved August 5, 1937, cre- 
ating the National Cancer Institute. 
Under the terms of the act, the cancer 
control activities of state health depart- 
ments are being stimulated, and facili- 
ties for the cancer treatment and re- 
search are being promoted. 

In his last Annual Report, Surgeon 
General Thomas Parran of the United 
States Public Health Service stated that 
“through the provisions of these acts 
and appropriations made under the 


18 Surgeon General of the United States 
Public Health Service, Annual Report for the 
fiscal year 1938, Washington, 1938; Secretary 
of Labor, Twenty-Sixth Annual Report for 
the fiscal year ended June 30, 1938, Washing- 
ton, 1938. 
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HEALTH AS AN ELEMENT IN SOCIAL SECURITY 


authorization thereof, undoubtedly a 
greater advance has been made in pub- 
lic health in the United States in the 
past two years than ever before within 
a comparable period.” But the magni- 
tude of the problem of providing ade- 
quate health services for the country is 
indicated by the estimate of $50,000,000 
of additional funds as the amount 
needed for further expansion of the 
fundamental state and local health serv- 
ices, and $150,000,000 for the develop- 
ment of the special health services which 
express more fully the modern concept 
of public health responsibility.” 


A NATIONAL HEALTH PROGRAM 


. The most recent study of national 
problems of health and medical care is 
embodied in the report of the Technical 
Committee on Medical Care to the Na- 
tional Health Conference held in Wash- 
ington in July 1938. This subcommit- 
tee of the President’s Interdepartmental 
Committee to Co-ordinate Health and 
Welfare Activities is composed of repre- 
sentatives of the Children’s Bureau, the 
United States Public Health Service, 
and the Social Security Board. In ad- 
ininistering the provisions of the Social 
Security Act, these agencies became 
aware of the inadequacies of the Na- 
tion’s preventive health services and of 
needs for medical care among recipients 
of public assistance and other low in- 
come families. 

The study of the Technical Commit- 
tee indicates that deficiencies in present 
health services fall into four broad cate- 
gories: 


1. Preventive health services for the Na- 
tion as a whole are grossly insufficient. 

2. Hospital and other institutional facil- 
ities are inadequate in many communities, 
especially in rural areas, and financial sup- 
port for hospital care and for professional 


19 Surgeon General of the United States 
Public Health Service, Annual Report for the 
fiscal year 1938, Washington, 1938. 
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services in hospitals is both insufficient and 
precarious, especially for services to people 
who cannot pay the costs of the care they 
need. 

3. One-third of the population, including 
persons with or without income is receiving 
inadequate or no medical service. 

4. An even larger fraction of the popu- 
lation suffers from economic burdens cre- 
ated by illness. 


To meet these needs, the Committee 
proposed Federal grants-in-aid to the 
states, after the pattern developed under 
several titles of the Social Security Act, 
for the following purposes: 

1. Expansion of general public health 
services including public health organi- 
zation, maternal and child health serv- 
ices, and measures for the control of 
specific diseases—tuberculosis, cancer, 
pneumonia, venereal diseases, malaria, 
mental disease and deficiency, and oc- 
cupational diseases; 

2. Expansion of hospital facilities 
with particular emphasis on the needs 
of rural areas; 

3. Provision of medical and hospital 
care to all persons unable to provide 
adequate care from their own resources 
—wards of Federal, state, and local 
governments who are dependent on pub- 
lic support for all the necessities of life, 
marginal income families and self-sup- 
porting families in the middle income 
groups; 

4. Insurance against loss of wages 
during illness. (The Social Security Act 
makes no provision for unemployment 
due to temporary or permanent disabil- 
ity resulting from disease or non-indus- 
trial injury.) 

The role of the Federal Government 
in this program of health security was 
conceived to be that of an agency pro- 
viding leadership and financial and tech- 
nical assistance, a function which it has 
already performed under several titles 
of the Social Security Act. Administra- 
tion and control of operation of the pro- 
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posed program should be the function of 
state and local governments; Federal 
operation of the services was not pro- 
posed. 

It was felt that wide latitude should 
be given to the states in the develop- 
ment of the details of the program and 
in the method of meeting its costs. For 
example, in the medical care program, 
the choice between taxation and insur- 
ance as methods of financing should be 
determined by the states on the basis 
of their applicability to the local situ- 
ation. 

Administration should be centralized 
in a single state agency; whenever pos- 
sible, this should be the state health 
agency. Federal grants-in-aid should 
be adjusted to the economic and health 
needs of the states, making possible the 
development of adequate programs in 
the relatively poor states. The use of 
qualified existing agencies, public and 
private, in furthering the program is 
assumed. ' 

The Committee has recognized that 
the quality of personnel, services, and 
institutions should be maintained and 
improved through the setting of mini- 
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mum standards by ‘the administrative 
agencies, after conference with profes- 
sional advisory groups. The operation 
of the program will require additional 
personnel; and increased opportunities 
for postgraduate training of professional 
personnel—medical, nursing, and medi- 
cal-social—was felt to be essential. 

In essence, the National Health Pro- 
gram aims to destroy the correlation be- 
tween receipt of health services and in- 
come. At present, whether we consider 
an individual family, a community, or a 
whole state, there is found an inverse 
relation between financial resources and 
availability of medical care. This is 
evident in the inadequacy of preventive 
health services in the poorer states and . 
communities, in the concentration of 
physicians, dentists, nurses, and hos- 
pital facilities in the centers of wealth, 
and in the lack of medical services 
among low income families, particularly 
in the smaller cities and rural areas. 
The Technical Committee expressed the 
conviction that “nothing less than a na- 
tional, comprehensive health program 
can Jay the basis for action adequate to 
the Nation’s need.” 


George St. J. Perrott is principal statistician of the 
United States Public Health Service, Washington, 
D. C., and director of the National Health Survey. 
He is secretary of the Presidents Interdepartmental 
Committee to Co-ordinate Health and Welfare Activ- 
ities and a member of its Technical Committee on 


Medical Care. 


Dorothy F. Holland is statistician of the United 
States Public Health Service. 
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The Social Security Board and State Organizations 


By Frank BANE 


VER since its passage in 1935, the 
Social Security Act has been char- 
acterized, alike by its friends and its 
critics, as a new departure in American 
governmental activity. So far as magni- 
tude goes, this is undoubtedly true. But 
so far as concerns purpose, and even 
method and relationship, the new as- 
pects of the program are largely matters 
of definition and emphasis. 

The objectives of the Act—to offer 
protection against need and to promote 
public health and child welfare—were 
all well established as functions of gov- 
ernment before the passage of the pres- 
ent law. Its methods represent in part 
the extension of public welfare proce- 
dures long practiced as state and local 
activities; and in part a development of 
social insurance principles not wholly 
unknown in the United States, but cer- 
tainly less familiar here than in most 
other large industrial nations. The gov- 
ernmental relationships on which the Act 
is based follow in the main the precedent 
of Federal grants-in-aid to the states, to 
enable them to carry on more effectively 
activities which are recognized as of 
joint Federal and state concern. 


ALLOCATION OF RESPONSIBILITY 


With one exception, the Federal So- 
cial Security law is simply an enabling 
act. Old-age insurance alone, of all the 
ten programs for which it provides, was 
definitely established by the law and 
placed under direct Federal administra- 
tion. In its nine remaining programs, 
responsibility both for initiating and ad- 
ministering social security programs is 
expressly reserved to the states. The 
Act sets up a national pattern. It estab- 
lishes a framework for nation-wide par- 
ticipation. It makes Federal grants 
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available. The states do the rest, co- 
operating with the Federal Government 
on the one hand and with their own local 
subdivisions on the other. This empha- 
sis on joint Federal, state, and local ac- 
tion, with the state the connecting link 
between the national program ‘and the 
people in local communities, is not mere 
expediency. It is a practical method of 
providing, at least in some measure, 
both the flexibility necessary to meet di- 
verse local needs from state to state and 
the co-ordination necessary for dealing 
with these needs on a nation-wide basis. 

In the allocation of responsibility un- 
der the Act, a division of duties is pro- 
vided for not only as between the Fed- 
eral Government and the states, but also 
among various Federal agencies. The 
Social Security Board, created by the 
Act, is responsible for the Federal as- 
pects of the five programs under which, 
in one way or another, cash payments 
are made to individuals. These are old- 
age insurance, unemployment compen- 
sation, and public assistance to the 
needy aged, the needy blind, and de- 
pendent children. The remaining pro- 
visions, in which the purpose is to pro- 
mote public health and welfare services, 
are directed by Federal agencies already 
operating in these fields. 

The Social Security Board entered 
upon its duties in September 1935, but 
due to lack of Congressional appropria- 
tions to implement the Act, its work did 
not get fully under way until the fol- 
lowing February. A survey of the 
Board’s job, as outlined in the Act, at 
once revealed two entirely different ad- 
ministrative problems of major propor- 
tions. . The Board had, first, a job of 
Federal-state relations, to develop a co- 
operative effort of a size and character 
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hitherto unknown in this country. And 
second, the Board had the job of or- 
ganizing and directly administering the 
largest insurance program ever contem- 
plated in this or any other country. 


ADMINISTRATIVE RELATIONSHIP 


It is only the first of these areas of 
responsibility with which this discussion 
is concerned. The pattern of Federal- 
state administrative relationship is 
clearly formulated in the Social Security 
Act, and its general outlines are basi- 
cally the same for both unemployment 
compensation and public assistance: 
Each state sets up its own laws and 
plans; the Board is directed by the Act 
to examine these state provisions to as- 
sure their substantial conformity to the 
Act and to approve them upon a finding 
of this fact; it maintains contact with 
the states to assure continuing con- 
formity of the program in operation; the 
state requests grants based upon its own 
estimates of expenditures for which 
Federal funds are available under each 
program; the Board examines these 
grant requests, and upon approval, certi- 
fies them to the Treasury for payment. 

The requirements which each state 
must meet in order that its plans may 
conform to the Act differ, of course, as 
between unemployment compensation 


and public assistance, and even among 


the three public assistance programs. 
But the general policy and basic prin- 
ciples are the same throughout: The 
state must meet certain general stand- 
ards named in the Act in order to 
provide a uniform basic minimum for 
efficient administration and effective 
service, not only in developing legis- 
lation but also in administration. 

A wide area of responsibility is ex- 
pressly reserved to the states; each state 
plan thus has an obligation to build pro- 
grams suited to its own needs upon 

‘the basic foundation laid down in the 
‘Act. 


THE ANNALS oF THE AMERICAN ACADEMY 


Looking back after nearly three years 
of experience, we can now begin to get 
some perspective on the enormous tasks 
involved in initiating each of these pro- 
grams—and all of them at very nearly 
the same time. In the early months af- 
ter the Federal law was enacted, it was 
necessary, almost simultaneously, to de- 
velop and pass the necessary state legis- 
lation, to establish administrative or- 
ganization and—in the case of public 
assistance—to begin making payments 
to individuals. 


DEVELOPMENT OF STATE PLANS 


Because assistance provisions for 
these groups were already in existence 
in many parts of the country and be- 
cause of the widespread demand for 
their immediate extension, this was the 
first part of the Act to get under way. 
Even before Federal funds became avail- 
able, the pressure upon the Board and 
its Bureau of Public Assistance was 
heavy. Plans rolled in from the states 
during the month of December 1935; 
and this Bureau, having like all the oth- 
ers the barest skeleton of a staff, worked 
continually and for long hours to exam- 
ine and review plans, to prepare neces- 
sary data and reports, and to develop 
recommendations to the Board. By 
February 1936, when the first Federal 
grants were made, thirty-eight state 
public assistance plans had been ap- 
proved; and by June of that year public 
assistance was operating in most of the 
states. 

In unemployment compensation, the 
development of state laws got off to a 
somewhat slower start. Prior to the 
consideration of the Social Security Act 
by Congress, only one state, Wisconsin, 
had an unemployment compensation 
law, and it did not begin to pay bene- 
fits under that law until 1936. Only 
fifteen states adopted unemployment 
compensation laws during 1935 and 
most of 1936. But late in 1936, twenty 
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states called special sessions of their 
legislatures and hurriedly adopted un- 
employment compensation acts in order 
to allow their employers to take credit 
against the Federal pay-roll tax before 
January 1, 1937, The rush of the last 
week of 1935 in the Bureau of Public 
Assistance had its counterpart in a simi- 
lar rush in the Board’s Bureau of Un- 
employment Compensation during the 
last days of 1936. 

One of the major questions the Social 
Security Board was called upon to de- 
cide in this initial period was that of 
the policy to be followed with regard to 
the development of state administration. 
The Act requires, as regards both public 
assistance and unemployment compen- 
sation, that the Board shall see that the 
states provide such methods and proce- 
dures as are found by the Board to be 
necessary for efficient administration. 
Two alternative interpretations of this 
responsibility were possible: The Board 
might insist that each state plan must be 
in full operation before Federal grants 
were authorized; or it might take the 
view that in a continuing, long-time pro- 
gram, a start must be made before fully 
efficient operation can be developed. 
Realizing that much of this work, cer- 
tainly on the scale and in the manner 
contemplated, was new in many states, 
the Board adopted the second view. It 
decided that Federal funds might be 
made available as soon as a state met 
the requirements of the Act. Mean- 
time, the Board itself organized a com- 
petent field staff under its Bureau of 
Public Assistance and of Unemployment 
Compensation, to work with state ad- 
ministrative agencies in developing 
methods and procedures designed to im- 
prove the service. 

Experience in the past two years has 
proved that this policy is sound. In 
spite of the fact that the task of devel- 
oping effective administration is far 


from finished, there can be no doubt 
e 
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that it is further along than it would 
have been had the Board followed a 
more arbitrary procedure. Federal and 
state co-operation is not only workable, 
but working. 


LEGISLATIVE DEVELOPMENT 


Largely as a result of this policy, the 
initial phase—that of rapid legislative 
development throughout the states— 
passed its peak within a comparatively 
short time. By July 1937, all the 
states, the District of Columbia, Hawaii, 
and Alaska had enacted unemployment 
compensation laws and all had been ap- 
proved by the Social Security Board. 
By September 1938 all the states had 
approved old-age assistance plans and 
most were also taking part in both aid 
to the blind and aid to dependent chil- 
dren. But the passing of this phase 
represents only a slackening rather than 
a cessation of legislative activity. Prac- 
tically all the states have amended and 
strengthened the laws on which their 
public assistance plans are based, since 
their plans were originally approved. 
Many states have also amended their 
unemployment compensation laws, and 
further amendment is likely in the near 
future. In matters relating to legisla- 
tion, as well as other aspects of both 
programs, the Board has from the be- 
ginning stood ready to consult and ad- 
vise with the states at their request. 

Though this process of legislative de- 
velopment will no doubt continue for at 
least a considerable period of time, the 
major emphasis has shifted to improv- 
ing and strengthening the day-to-day 
administration of both public assistance 
and unemployment compensation. Since 
the character of both these services is 
dependent, in the last analysis, upon 
the effectiveness of the Federal-state 
partnership, it is necessary continuously 
to redefine and clarify, in the light of 
increasing experience, the area of re- 
sponsibility within which each partner 
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operates. The role of the Federal Gov- 
ernment as defined by the Social Se- 
curity Act is potential and conditional 
upon the willingness of the states to act. 
The Federal Government can work only 
with and through the state agencies, and 
thé purpose of the Federal program is to 
strengthen the state programs. 


STATE RESPONSIBILITIES 


The state has a twofold relationship 
—with the Federal Government on the 
one hand and with its own citizens and 
communities on the other. It is respon- 
sible to the Social Security Board for 
administration of its social security pro- 
grams in accordance with basic Federal 
requirements. It is responsible to its 
own people for providing the services 
which these programs are designed to 
afford. The methods by which it will 
fulfill this twofold obligation are largely 
determined by the state itself. For all 
these reasons, effective operation at the 
state level is of paramount importance. 
This is equally true in both unemploy- 
ment compensation and public assist- 
ance. 

In public assistance, for example, the 
Act provides that each state plan must 
be state-wide in operation, and that the 
state itself shall participate in admin- 
istering and in financing it. But the 
Act does not specify whether the state 
agency shall administer the plan directly 
or supervise its administration by local 
agencies. It does‘not specify how much 
money—or how little—the state shall 
contribute, or whether it shall ask its 
local units to contribute heavily or not 
at all. All these decisions are reserved 
to the state. 

The Federal Act leaves a number of 
other major decisions in the hands of the 
state. Standards of personnel, adminis- 
trative costs, requirements for eligibility, 
the definition of “need” and of ade- 
quate assistance, and other equally im- 
portant points are settled by each state 
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for itself, within the limits of the provi- 
sions of the Social Security Act. What 
all this really means is that the co-op- 
eration of the Federal Government en- 
ables the state to improve its own pro- 
gram and to strengthen and integrate 
the existing relationships within the 
state—relationships between various 
welfare agencies and relationships be- 
tween the state and its local subdivi- 
sions. 


IMPORTANCE OF LOCAL COMMUNITIES 


These local communities are, both 
historically and as a matter of practical 
necessity, the basis of the whole struc- 
ture. Whether public assistance plans 
are locally administered under state su- 
pervision or directly administered by 
the state agency through its own local 
district offices, the state agency’s rela- 
tionship to its local units is much like 
that of the Federal Government to the 
states. That is, it is responsible not 
merely for seeing that its local units 
meet the bare minimum requirements of 
state and Federal laws, but also for pro- 
moting increasingly effective local ad- 
ministration on a state-wide basis. 

To carry out this responsibility, the 
state agency has certain definite obli- 
gations. Among other things, the state 
is obligated to develop an efficient ad- 
ministrative organization; to establish 
objective standards for the selection of 
both state and local personnel; to estab- 
lish equitable standards of need and of 
assistance; to exercise adequate auditing 
procedures and controls over local agen- 
cies; to develop whatever consultative 
and advisory services its local units may 
need; and to utilize, continuously, its 
supervisory capacity to promote pro- 
gressively better local administration. 
In a word, its job is to strengthen the 
local agencies, to supplement their ef- 
forts, and to help train their workers for 
their own duties. But it should not at- 
tempt to do the job for the local agency, 
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just as a Federal agency does not at- 
tempt to do the job for the state. 

Yet it must be clear that in the last 
analysis, everything: we do at the Fed- 
eral level and at the state level has just 
one objective—to see that our public 
assistance program is administered so 
that needy men, women, and children 
who are eligible receive adequate and 
appropriate assistance and service in ac- 
cordance with their individual need. It 
cannot disregard these service needs if 
it is to help the people whom it is in- 
tended to help. It cannot disregard 
them if it is to conserve the taxpayer’s 
money and see that it is spent so that it 
will do the most good, not only for the 
individual aided, but for the community 
as a whole. 


Another aspect of this problem of: 


relationships within the state has to do 
with the integration of public assistance 
as part of a well-rounded state welfare 
program. Federal co-operation in pub- 
lic assistance has enabled the states to 
meet some of their most urgent welfare 
needs. But these three programs do not 
—-and were never intended to—meet all 
_ the states’ welfare problems. There are 
other groups and other kinds of service 
for which each state and its communities 
must also make provision. Many states 
still need to work for better balance—to 
see, for example, that dependent chil- 
dren and the blind are as adequately 
provided for as the aged; and to make 
certain that welfare services financed 
entirely from state and local funds are 
not limited by overemphasis on those 
for which the Federal Government of- 
fers co-operation. Because this ques- 
tion of rounding out a well-balanced 
state welfare program is of such out- 
standing importance, the development 
of state welfare departments which has 
taken place in the past few years is par- 
ticularly encouraging. Nearly every 
state in the Union now has such a 
department as the framework ‘for a 
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comprehensive state-wide welfare pro- 
gram. . 


ADMINISTRATION OF UNEMPLOYMENT 
CoMPENSATION 


The administrative problem in un- 
employment compensation is in general 
the same as that in public assistance; 
essentially it is a problem of securing 
efficient management and co-ordination. 
Certain differences in the two programs 
should, however, be noted: Unemploy-. 
ment compensation is everywhere di- 
rectly administered by a state agency; 
therefore no problems of supervising 
local agencies are entailed. However, 
the problem of co-operation with local 
employment services and co-ordination 
of activities is peculiar to the unemploy- 
ment compensation program. Further- 
more, state unemployment compensa- 
tion laws establish explicit standards 
regarding qualification for and payment 
of benefits; though the state agency is 
responsible for interpreting the law, in 
general it may be said that substantially 
less administrative discretion is exer- 
cised in this field than by state public 
assistance agencies. Finally, whereas 
most of our states had had some expe- 
rience in public assistance prior to par- 
ticipation in the Federal-state program, 
in unemployment compensation we have 
everywhere had to build from the 
ground up. . 

In one respect, however, unemploy- 
ment compensation had a precedent 
lacking in public assistance. The need 
for long-term Federal-state co-operation 
in relation to problems of employment 
had been recognized before the passage 
of the Social Security Act. In 1933 the 
Wagner-Peyser Act authorized Federal- 
state co-operation for the establishment 
and maintenance of public employment 
services and implemented it through 
grants-in-aid. 

The inclusion in the Social Security 
Act of a provision requiring “payment 
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of unemployment compensation solely 
through public employment offices or 
such other agencies as the Board may 
approve” recognizes that employment 
service and unemployment compensa- 
tion are mutually complementary parts 
of the same system. In forty-nine of 
the fifty-one states and territories, both 
the employment offices and the unem- 
ployment compensation administration 
are under the direction of the same over- 
head state agency. Integration of these 
two services is essential to the double 
objective of the job-insurance program 
-——to help the unemployed wage earner 
to find work, and to pay him benefits if 
work remains unavailable. 


PERIOD OF PREPARATION 


For administrative as well as finan- 
cial reasons, the Social Security Act 
provided that a two-year period of 
preparation should elapse between the 
effective date of a state unemployment 
compensation law and the payment of 
benefits under it. By September 1938 
twenty-nine states were paying benefits, 
and by January 1939 twenty more 
reached this stage of full operation; 
benefits will become payable in the two 
remaining states next July. 

Preliminary to the payment of bene- 
fits, each state has had to undertake 
the organization of benefit payment pro- 
gedures, the selection and training of 
personnel, and the expansion of its em- 
ployment service to meet its new duties 
in connection with unemployment com- 
pensation. This, at best, is a difficult 
task, particularly in view of our lack of 
background in the unemployment com- 
pensation field. Obstacles were bound 
to be encountered. Moreover, the states 
where benefits became payable in the 
early months of 1938 found themselves 
confronted at the outset with an unusu- 
ally heavy load of applications due to 
falling off of employment at that time. 
But in spite of problems, the states have 
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taken hold and their unemployment 
compensation systems have met the de- 
mands made upon them. By October 31, 
1938, more than $342,000,000 had been 
paid to unemployed workers in the 
twenty-nine states then paying benefits. 

Some of the problems met in both 
public assistance and unemployment 
compensation will no doubt require 
modification of both Federal and state 
laws. But at the same time, there can 
be no question that continuing improve- 
ments in administration, growing out of 
the experience already gained, will en- 
able the states to solve many of their 
problems. We have by no means yet 
realized the full potential benefits of 
the existing laws. It is for this reason 
that the Social Security Board attaches 


‘the utmost importance to the develop- 


ment, on every level, of efficient, eco- 
nomically sound, and socially effective 
administration. 


FUNCTIONS OF THE BOARD 


The Board interprets its role in this 
development as one of genuine co-op- 
eration with the states, and the organ- 
ization it has built up is designed to give 
them the maximum of service. Under 
the three members who comprise the 
Board itself and the Executive Director 
appointed by it, there are operating bu- 
reaus which administer Federal old-age 
insurance and unemployment compensa- 
tion, as well as public assistance. In 
addition the Board has set up various 
service bureaus—one for research and 
statistics, accounts and audits, the Gen- 
eral Counsel’s office, and others of simi- 
lar nature. 

The Board reviews all state plans for 
public assistance and laws for unem- 
ployment compensation. These plans 
are developed by the states, but mem- 
bers of the Board’s staff are frequently 
called in for consultation. After a state 
plan is approved, contacts between the 
Board’ and the state agency are con- 
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tinuously maintained; the Board’s rep- 
resentatives stand ready at all times to 
give the state all available help in meet- 
ing whatever problems confront it in the 
development of its programs. In addi- 
tion to this regular contact, the Board 
makes a variety of special services avail- 
able. Consultants in its various bureaus 
offer the states advisory services on mat- 
ters of personnel, accounting and audit- 
ing, in-service training, record keeping, 
and other fields. Such services are of 
value not only in dealing with particular 
problems, but also in promoting well- 
balanced development throughout the 
state program as a whole. 

Much of the service so rendered is a 
direct outgrowth of state experience, 
which, the Board realizes, is the major 
source of practical knowledge and real- 
istic understanding of social security ad- 
ministration. Regarding co-operation as 
a two-way process, it has from the be- 
ginning served as a clearinghouse for 
the exchange of information and ideas 
among the states. 

From the Federal point of view, a 
major administrative problem is that of 
keeping operations as close as possible 
to the agencies and areas to be served, 
while at the same time maintaining a 
consistent policy throughout the coun- 
try. The Board has met this problem 
by establishing twelve regional offices, 
each serving a small group of neighbor- 
ing states. Each of these regional offices 
is in charge of a Regional Director re- 
sponsible directly to the Executive Di- 
rector of the Board. Each has a staff 
composed of representatives of the vari- 
ous bureaus of the Board, and each of- 
fice works directly with the states in its 
region. 

In the services which it offers the 
states, both through its regional repre- 
sentatives and through its Washington 
staff, the Board is guided by certain 
policies which experience has proved ef- 
fective. The Social Security Act recog- 
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nizes both the necessity and the positive 
value of nationwide standards to assure 
basic essentials of good administration. 
The Board believes that a Federal 
agency can and must make a contribu- 
tion to the entire program through the 
constructive promulgation of these 
standards. But the Board sets up no 
rigid formulae. The Act itself is flex- 
ible, and the Board’s interpretation of 
its part in administrative development 
calls for helping each state to build 
squarely on its ow foundations. 


RESPONSIBILITIES OF THE BOARD 


But the Social Security Act also ex- 
plicitly provides that when the Board 
has evidence of substantial failure on 
the part of a state administrative agency 
to conform to the Federal Act, it shall, 
upon due notice to state officials, call a 
hearing. If, as a result of such a hear- 
ing, the evidence is corroborated, the 
Board is required to withhold Federal 
grants from the state until conformity is 
restored. This is not only a legal obli-. 
gation, but also a basic necessity in 
maintaining nationwide standards and 
conserving Federal funds for the pur- 
poses for which they are intended. 

In accordance with these provisions 
of the Act, hearings have been held with 
regard to state public assistance admin- 
istration in three instances, and upon 
findings of substantial lack of conform- 
ity with the requirements of the Fed- 
eral law, the Board has withheld Federal 
grants until the deficiencies were cor- 
rected. 

Though the Board is obliged to exer- 
cise this authority where it is convinced 
that circumstances warrant, it does not 
feel called upon to take such action un- 
less compelled by palpable inefficiency 
or lack of conformity on the part of a 
state administrative agency. It knows 
that administration in some few states 
still leaves much to be desired; but 
where there is constant, albeit often 
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slow: improvement, the Board inter- 
prets its function as one designed to 
strengthen the state’s administrative 
service in so far as it possibly can. 


PERSONNEL POLICIES 


No one who, as either a Federal or a 
state official, has participated in the de- 
velopment of these co-operative social 
security programs would for one mo- 
ment attempt to minimize the impor- 
tance of the organizational problems 
discussed here, or of the many others 
involved in this great endeavor. The 
definition of areas of responsibility, the 
development of efficient methods and 

“procedures within each, and the estab- 
lishment of genuinely workable relations 
as between the various levels of govern- 
ment—all these are essential. But taken 
alone, they do not add up to effective 
administration. It has been said that 
no nation can wisely legislate beyond its 
capacity to administer. And capacity 
to administer depends upon the compe- 
tence of the personnel all along the line. 

The Social Security Board’s personnel 
policy with regard to its own staff has 
been consistently maintained upon an 
objective merit basis, in accordance with 
Federal Civil Service practices and 
standards. 

Under the Social Security Act the 
selection, tenure of office, and compen- 
sation of all public assistance and un- 
employment compensation personnel 
within each state are matters of state 
responsibility. However, the Board has 
in every instance followed the policy of 
encouraging the establishment, by state 
agencies, of minimum objective person- 
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nel standards. Though in some cases 
these standards are not yet adequate, 
the movement as a whole represents a 
very definite advance. Still further 
progress has been made in some states 
through the establishment of merit sys- 
tems, either as part of a general state 
civil service program where one is in 
operation, or as a separate plan within 
the individual agency. 

The development of adequate per- 
sonnel practices and standards, looking 
toward a high level of administrative 
competence, is peculiarly significant as 
we look toward the future of our Fed- 
eral-state social security programs. It 
is.a prime essential for the successful 
operation of the programs themselves. 
But its significance does not stop even 
there. The Social Security Act and the 
state laws passed to promote state par- 
ticipation in this nationwide enterprise 
imply a new conception of government 
service. They recognize that the area of 
care, cure, and prevention must be as 
broad as the causes of want and destitu- 
tion. They recognize that the powers 
of government can no longer be exclu- 
sively devoted to policing and regulative 
functions; that all levels of government 
must join together if the services and 
protections our times require are to be 
made available. The issue of Federal- 
state co-operation for social security and 
of the competence with which these 
joint endeavors are carried on thus has 
an importance which extends beyond 
the Social Security Act. It may well 
play an important part in formulating 
the future trends of public service in 
the United States. 


Frank Bane is executive director of The Council of 
State Governments, Chicago, and was previously ex- 
ecutive director of the Social Security Board. He has 
been lecturer on public welfare administration at the 
University of Chicago since 1932, and has been en- 
gaged in public welfare administration in various ca- 
pacities and localities since 1920. 


Administering Unemployment Compensation 


By WALTER MATSCHECK 


T THE end of the first year of full 
operation of unemployment com- 
pensation in over twenty ‘states, it can 
be said that the present system is work- 
able, that it is operating fairly smoothly 
in most of these states, and that there is 
no pressing immediate need for many 
basic changes. However, it must be 
added that in the first months after the 
paynients of benefits began, there fre- 
quently were serious delays in payments, 
that administration has been expensive, 
and that important improvements in ad- 
ministrative techniques within the pres- 
ent framework are urgent. 

The basic features of the existing un- 
employment compensation system are 
included or are implicit in the Social 
Security Act. It sets up joint Federal- 
state operation and control and encour- 
ages substantial uniformity in‘ coverage, 
contribution rates, and benefit amounts. 
It is possible for a state to have much 
wider coverage, higher contribution 
rates, and benefits based on some other 
principle than relation to wages, but 
few states are likely to vary far from 
the principles indicated in the Act or 
suggested by the Social Security Board. 

States were virtually forced to adopt 
unemployment compensation laws by 
the Federal excise tax of 3 per cent on 
pay rolls, 90 per cent of which may be 
offset by contributions to state unem- 
ployment compensation funds. The 
‘provision that the Social Security Board 
shall pay the entire cost of administra- 
tion in the states established the joint 
Federal-state responsibility. 

There are only a few very general 
provisions in the Act which direct or 
limit either the substantive or adminis- 
trative provisions which states may 
write into their laws. The principal au- 
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thority of the Board over state adminis- 
tration is derived from its power to de- 
cide the amount of grant necessary for 
the “proper administration” of the state 
law. But no provision of the Act deter- 
mines, or gives the Board power to de- 
termine, the form of organization, the 
benefit structure, or the methods of ad- 
ministration in the states. 


FEDERAL ADMINISTRATION 


While the Act does not set up a state 
system, it does provide how unemploy- 
ment compensation shall be adminis- 
tered Federally. Major responsibility is 
placed in the Social Security Board, but 
important functions are given to the 
United States Employment Service of 
the Department of Labor and to the 
Treasury Department. 

To administer the unemployment 
compensation provisions of the Social 
Security Act, the Board created the Bu- 
reau of Unemployment. Compensation. 
The Bureau’s work is principally to as- 
sist states and to make grants for ad- 
ministration. It has no power to direct 
or to control state organization, person- 
nel, legal provisions, rules and regula- 
tions, or procedures, except as specified 
in the general provisions of the Social 
Security Act, and it must assume the co- 
operative, persuasive, helpful attitude. 
This does not mean that the Board can- 
not bring heavy pressure on a state 
whose unemployment compensation ad- 
ministration is unsatisfactory., 

In writing their unemployment com- 
pensation laws, the states were not, and 
could not be, required to copy or follow 
the draft bills in which the Board set 
forth its ideas, but since the Bureau of 
Unemployment Compensation had a 
staff which was sent out to help state 
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legislatures, and since few people in the 
states knew anything about unemploy- 
ment compensation Jaws while the Bu- 
reau had decided opinions, the draft 
bills were commonly followed, with rela- 
tively minor variations. 

The Bureau also reviews the states’ 
administrative plans, prepares suggested 
forms and procedures for general and 
specific application, and sends its repre- 
sentatives to states for long or short 
periods to help on immediate problems 
or on administration in general. It was 
particularly helpful in the early stages 
of contribution collection or benefit pay- 
ment, furnishing technical aid, without 
which many states would have been 
helpless, or at best could not have 
started benefit payment on time. The 
Bureau’s usefulness does not decrease as 
states pay benefits, but it emphasizes 
more the study of actual administration, 
development of improved procedures, 
and analysis of difficulties. 

Administration of grants to state 
agencies has been difficult. Unemploy- 
ment compensation is the only state ac- 
tivity for which the Federal Govern- 
ment makes a grant of 100 per cent of 
administrative cost. There is lacking 
the incentive to economy which exists 
when states are required to match the 
Federal funds. Further, unemployment 
compensation is a new activity, in the 
administration of which neither states 
nor the Federal Government had experi- 
ence. 

Compelled to build and put in op- 
eration in a year to two years in each 
state a complete organization and pro- 
cedure which ordinarily would have re- 
quired many years, the Bureau could 
do little more than guess the current 
financial requirements. There was no 
alternative, if any effective control was 
to be exercised, to quarterly budgets 
and line-item grants. The result was a 
vast amount of detailed work in the 
states and in Washington, many budget 
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transfers from item to item, much 
conferring and confusion, and many 
delays. 

The granting of funds is now begin- 
ning to settle down to a solid basis, uni- 
form organization and reporting proce- 
dures are being developed, standard 
functional and unit costs will be deter- 
mined, and steps toward semiannual, 
and ultimately annual, grants are being 
taken. Control over administrative 
funds is the most powerful single 
weapon the Board possesses to compel 
efficient administration in the states, 
and while, as a practical matter, it 
would be difficult for the Board to cut 
off the grant to any state, it can make 
reductions and can force changes in 
methods which are unsatisfactory. The 
process is slow but often very effective. 


DECENTRALIZED ACTIVITIES 


An important question in Federal un- 
employment compensation administra- 
tion is the degree to which activities 
should be decentralized. The Bureau 
of Unemployment Compensation has a 
representative in each of the twelve re- 
gional offices and is gradually building 
up his staff and extending his authority 
to decide many questions formerly re- 
ferred to Washington. 

It seems desirable that all preliminary 
decisions on grants, procedures, and 
state administrative questions be made 
in the regional offices, leaving the Wash- 
ington office as a central organization 
for technical work, analysis of major 
problems, collection and analysis of 
financial, operating, and statistical re- 
ports, and final decisions on major ques- 
tions. Relations with states are now 
cleared through the field section of the 
Bureau, reducing the early confusion 
when each division made its own con- 
tacts. 

The Bureau of Research and Statis- 


_tics and the Bureau of Accounts and 


Audits of the Social Security Board also 
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participate in the administration of un- 
employment compensation. The former 
collects, tabulates, and analyzes statisti- 
cal reports, studies major unemployment 
compensation problems, and co-operates 
with the Bureau of Unemployment 
Compensation in planning new proce- 
dures which will lessen the complexity 
and the cost of administration. The 
latter audits state unemployment com- 
pensation accounts and assists states in 
setting up procedures for the collection 
of contributions and the payment of 
benefits. 

Since benefits must, by law and as 
a matter of good practice, be paid 
through public employment offices, the 
employment service is an integral part 
of the unemployment compensation 
structure, and in the states it is, with 
two exceptions, made a part of the same 
agency. All state employment services 
are affiliated with, in part financed by, 
and subject to some control by, the 
United States Employment Service, 
which is a bureau of the Department of 
Labor. 

Since the amount of employment 
service which can be financed by state 
appropriations plus the grants from the 
United States Employment Service is 
far from adequate for the requirements 
of unemployment compensation, the So- 
cial Security Board now pays the major 
part of the cost of the state services. 
Thus, unemployment compensation is 
administered in the states by a single 
agency with two divisions, which are 
directly responsible to different Federal 
agencies, one of which pays the entire 
cost of the unemployment compensa- 
tion division and the major part of the 
cost of the employment service. 

As would be expected, there has re- 
sulted considerable conflict of opinion 
and authority, and much duplication of 
work, between the Bureau of Unem- 

` ployment Compensation and the United 
States Employment Service. Unfor- 
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tunately, in spite of the fact that the 
two services are usually under one 
agency in the states, this conflict has 
been reflected in dissension between 
them in several states. 

Efforts to co-ordinate the work of the 
two Federal bureaus so as to minimize 
the conflicts brought an agreement be- 
tween the Social Security Board and the 
Secretary of Labor in 1937 which pro- 
vided for a procedure of co-operation 
and a co-ordinating committee. This 
was helpful, but the problem is still an 
irritating one, one which cannot be 
solved except by putting under one con- 
trol the employment service and un-, 
employment compensation. 

As previously noted, the Treasury 
Department administers the Unemploy- 
ment Trust Fund and collects the Fed- 
eral tax, less the offsetting contributions 
to states. 


ADMINISTRATION IN THE STATES 


State administration of unemploy- 
ment compensation varies in method 
and quality with the administrative 
provisions of the Jaws and the standards 
of administration in the respective 
states. Nearly half of the state laws 
provide for a per diem, or a full-time, 
unemployment compensation commis- 
sion independent of other state agencies. 
In an equal number, unemployment 
compensation is a part of the state 
agency which administers other labor 
laws, and in these is directed by a com- 
mission or a single director. A few 
states have other arrangements. 

Nearly all of the state laws have 
some, usually weak, provision for selec- 
tion of employees on a merit basis. In 
a few states, the state civil service is ef- 
fective; in others, the unemployment 
compensation law provides for selection 
of personnel on a “nonpartisan merit 
basis,” a “basis of efficiency and ft- 
ness,” a “merit basis,” or a “nonpartisan 
basis.” 
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In practice, these provisions, plus 
considerable persuasion and pressure 
from the Social Security Board, have 
resulted in the adoption by a surprising 
number of states of a personnel plan 
prepared by the Bureau of Unemploy- 
ment Compensation. The United States 
Employment Service has required the 
state services to select their employees 
by merit as a condition of Federal aid. 
The examinations have usually been 
conducted by the United States Em- 
ployment Service. 

Important in determining the diffi- 
culty of administration are the provi- 
sions as to coverage and the determina- 
tion of benefits. A state which makes 
subject all employers in the covered in- 
dustries who have one or more em- 
ployees may have five or more times as 
many employers to collect contributions 
from than if it included only employers 
of eight or more. Only ten states cover 
employers of one or more; twenty-eight, 
those of eight or more; others, from 
three to seven or more. Similarly, the 
formula and procedure for determining 
eligibility, benefit rates, and amounts 
determines to a large degree the com- 
plexity of administration of benefits. 

Mention should be made of the com- 
plications of administration from the 
employer’s point of view. All employ- 
ers of one or more workers in the cov- 
ered industries are subject to the old- 
age insurance tax, only those of eight 
or more are subject to the Federal un- 
employment compensation tax, and in 
the states the limit for unemployment 
compensation contributions varies from 
one to eight. 

The exclusions from old-age insur- 
ance coverage are not the same as those 
from unemployment compensation, and 
those in state laws vary greatly in de- 
tails from those for the Federal unem- 
ployment compensation tax. The old- 
age insurance tax is on wages paid, 


while the unemployment compensation - 
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tax is on wages payable. The total of 
each individual’s earnings is included 
for the unemployment compensation 
tax, but only the first $3,000 for the 
old-age insurance tax. 

There are three pay-roll taxes on 
these varying bases—two Federal and 
one state—with the additional compli- 
cation of the offset provisions for un- 
employment compensation. In addition, 
each employer must prepare separate 
reports for unemployment compensation 
and for old-age insurance of the earn- 
ings of each employee on these differing 
bases, at different times, and on different 
forms. For employers doing business in 
a number of states, the confusion and 
cost of preparing contribution; tax, and 
wage reports is burdensome. 


HANDICAPS ENCOUNTERED 


The twenty-two states which started 
paying benefits in January 1938 had 
several serious handicaps. 

January is normally a month of heavy 
unemployment. In addition, all the 
states began with an accumulated load 
of workers who became unemployed 
during the previous year. Moreover, a 
depression was in full swing. This com- 
bination of circumstances gave a very 
heavy initial load. From the admin- 
istrative standpoint, no worse time to 
begin could have been selected. 

With few exceptions, states did not 
have adequate time for preparation. 
Most of them developed their large or- 
ganizations and complicated procedures 
in from one to two years’ time. ; 

There was no available experience di- 
rectly pertinent to unemployment com- 
pensation administration. A few pri- 
vate unemployment compensation plans 
and the systems in foreign countries 
gave experience of only general value. 

Trained personnel was totally lack- 
ing. The Bureau of Unemployment 
Compensation lent help, but it, too, had 
no actual experience. 

© 
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Many laws were complicated to ad- 
minister. Some of the worst features 
were eliminated before benefit payments 
began, but others remain which are 
needlessly involved and have made nec- 
essary elaborate procedures and exces- 
sive equipment. They have confused 
employer, worker, and agency. Simpli- 
fication is of immediate importance, but 
it will doubtless be a slow process. 

Several of these handicaps are of a 
nonrecurring nature and have been over- 
come. In spite of these difficulties, most 
of the states did an acceptable job, some 
an excellent one. The principal crite- 
rion of success in the early months was 
promptness in paying benefits. A few 
states paid all normal claims when due 
without delay, but most fell behind a 
few weeks in the first months. Several 
experienced serious delays in the pay- 
ment of disputed claims, particularly 
where wage tecords were inaccurate or 
incomplete. However, except in a few 
states and in such disputed cases, delays 
were generally not excessive. It may 
be said that, considering the handicaps, 
the results in the first year were better 
than might have been expected. 


OTHER PROBLEMS 


The preceding difficulties were in- 
herent in the situation and outside of 
the control of the administrative agen- 
cies. Other problems, in part related to 
the same subjects, have developed, for 
the extent or importance of which in 
any state the government of the state is 
responsible. These follow, in the order 
of their importance. 

Personnel. Perhaps every observer 
of unemployment compensation admin- 
istration in the states will agtee that 
personnel failures were the greatest 
single cause of confusion and delay. 
Too frequently employees were selected 
by purely political standards, while in 
other cases ineffective methods of selec- 
tion resulted in low efficiency. The So- 
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cial Security Board interprets the Social 
Security Act as prohibiting its inter- 
ference in the “selection, tenure of of- 
fice, and compensation of personnel” in 
state agencies. Amendment of the Act 
to give the Board power to require and 
enforce the merit system for state un- 
employment compensation personnel is 
highly desirable. The Board has made 
much progress in its efforts to persuade 
states to adopt such systems, but at best 
this can only be slow, halting, and un- 
certain. : 

Overhead and administrative organ- 
ization. Included in the organization 
problem is the composition of the ad- 
ministrative body, the administrative 
organization, the relation of unemploy- 
ment compensation to other state agen- 
cies, and the relations between unem- 
ployment compensation and employment 
service. Space does not permit dis- 
cussion of these problems, which occur 
in one or more aspects in nearly all 
states. Some have ineffective commis- 
sions; some lack centralized, co-ordi- 
nated administrative authority; in 
some, there has been lack of sympathy 
between employment service and un- 
employment compensation, and a con- 
siderable duplication of activity and 
personnel; in others, state financial or 
service agencies have tremendously 
handicapped smooth, speedy operation. 

Preparation. Few of the twenty-two 
states were actually ready to pay bene- 
fits on January 3, 1938. New local of- 
fices had not .been established, proce- 
dures prepared, personnel selected or 
trained. In part, this was due to short- 
age of time and in part to inexperience. 
It is no longer important. 

Space and equipment. Lack of ade- 
quate space, particularly for central of- 
fice operations, was and remains a seri- 
ous problem in many states. Space of 
the type and in the volume needed 
simply was not available in the smaller 
capital cities. The efficiency of the or- 
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ganization suffered in consequence. In- 
ability to secure delivery of mechanical 
equipment in time was a temporary mi- 
nor problem, 

To appreciate the size of the job ac- 
complished, it is worth while to review 
the data on contributions and benefits 
for the first six months of 1938. In all 
the states, 668,000 employers (and their 
employees in seven states) paid $408,- 
000,000 in contributions. Unemploy- 
ment compensation agencies had set up 
wage records for the 27,500,000 work- 
ers, 

In the states paying benefits, 5,560,- 
000 workers, approximately one-third of 
those covered, filed claims for benefits, 
the proportion varying from 20.4 per 
cent in Texas to 61.5 per cent in Rhode 
Island. That is, three out of five cov- 
ered workers in Rhode Island claimed 
benefits. The load on the unemploy- 
ment compensation agency in this state, 
and in most others, was tremendous. 
Yet many of them paid with relatively 
little delay. The total benefits paid 
were $180,000,000; the average weekly 
check for total unemployment benefits 
was $9.61. 


Future PRoBLEMS 


The problems ahead for state and 
Federal administrators are numerous 
and of basic importance to the entire 
program. Unfortunately, the limits of 
this paper prohibit more than the brief- 
est mention of some of the larger ones. 
They may be divided into two groups— 
those of immediate importance or likely 
to be given first consideration, and those 
of a more basic nature on which action 
probably will be deferred until more ex- 
perience is available. Among the first 
group are: 

Personnel. This problem is first in im- 
portance. The success of the whole pro- 

. gram may depend on the ability of the 
Board to compel a sound personnel pol- 
icy or to persuade states to establish it. 
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Simplification. Much study is being 


given by the Board and by the states: to” ‘ 


the simplification of benefit procedures. 
The object is to clarify and make defi- 
nite the processes and bases of deter- 
mination for the employer and worker, 
to speed payment, to reduce effort and 
cost, and to give greater certainty to 
the whole program. 

Merit rating charge-back procedure. 
One of the most puzzling and compli- 
cated unemployment compensation op- 
erations is the charging of employers 
with benefits paid to former employees 
as a basis on which to set each employ- 
er’s contribution rate for the next year. 
The principle of such “merit rating” is 
simple, whether sound or not, but the 
application is difficult, involved, and 
costly. Apparently some relatively mi- 
nor changes in law will make the provi- 
sion workable at relatively low cost. 

Seasonality. In a number of states 
the heavy actual or potential drain on 
the unemployment compensation fund 
by workers who are employed in sea- 
sonal industries creates the necessity for 
some limitation in their benefits. Little 
actual progress has been made in finding 
a simple and effective way to do this, 
and most agencies are awaiting further 
experience before deciding whether any 
special provisions and procedures are 
necessary in their states. 

Partial benefits. The payment of 
benefits for partial unemployment is _ 
essential to a sound system of unem- 
ployment compensation, and most state 
laws provide for them. But the greatest 
failure of administration so far has been 
that procedures planned for paying ben- 
efits to totally unemployed workers have 
probably failed to pay them to a large 
percentage of the partially unemployed 
workers who were entitled to receive 
them. It will be necessary, in many 
states, to recast much of the benefit pro- 
cedure to make effective the partial 
benefit provisions. 
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Grants. The grants procedure of the 
. Social Security Board is still largely the 
samé as it was when the first payments 
of administrative funds were made to 
the states. There have been many re- 
finements, but few basic changes. Uni- 
form accounting and reporting of ex- 
penditure by functions and activities, 
the development of standard costs by 
units and functions, preparation of gen- 
eral rules and regulations, and adoption 
of standard budget procedures with an- 
nual budgets and annual grants are indi- 
cated as the first important change in 
Federal-state contacts. 


More THOROUGH STUDY NEEDED 


The preceding are illustrative of the 
type of problem now receiving most at- 
tention in the Social Security Board and 
the state agencies. The second group of 
problems is receiving thought but as 
yet, with a few exceptions, not a great 
deal of thorough study. 

Extension of coverage. Extension of 
coverage may be both vertical and hori- 
zontal. Vertical extension, to include 
employers of fewer than eight employ- 
ees, is going on in the states, but little 
attention has been given to including 
workers in agriculture, domestic service, 
charitable institutions, and other ex- 
empted categories. 

Uniformity of coverage and reporting. 
To the extent that there are differences 
in coverage and definitions among the 
laws of the states, between them and 
the unemployment compensation provi- 
sions of the Social Security Act, and be- 
tween these provisions and those on old- 
age insurance, there will be confusion 
among the states and an excessive re- 
porting burden on employers. Uniform 
coverage and uniform reports would go 
far to relieve employers’ objections to 
the administration of social security. 

Centralization of collections. Con- 
fusion and expense are added also by 
the three collections of contributions, 
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two Federal and one state. A single col- 
lection of all old-age insurance and un- 
employment compensation contribu- 
tions, which presupposes uniformity of 
coverage and definition, would be bene- 
ficial to employers and unemployment 
compensation agencies. 

Adequacy of unemployment compen- 
sation funds. There is a great deal of 
concern over the possibility that the un- 
employment compensation funds of 
some states will soon be near the danger 
line, or that some states with large re- 
serves will so increase benefits or lib- 
eralize merit-rating provisions as to en- 
danger the funds in the future. Yet 
there is no machinery for actuarial 
study of the funds. Plans should be 
made for current actuarial study of all 
state funds with periodic reports on con- 
dition, special reports on states with too 
liberal provisions or whose reserves are 
declining, and analysis of any proposals 
which would have an important actu- 
arial effect. 

Benefit basis and schedule. Whether 
benefits shall continue to be paid in 
partial reference to previous earnings 
or whether a flat rate plan, or some 
other, shall be adopted, will doubtless 
be an issue of increasing concern. The 
adequacy of the present benefit scale is 
also being questioned. 

Experience rating. The difficulties, 
anomalies, and inequities of the present 
merit-rating plans are causing much dis- 
cussion of alternative methods of meas- 
uring unemployment, stability, or bene- 
fits paid to an employer’s workers, and 
of adjusting contribution rates in ac- 
cordance with the experience indicated. 
The whole subject needs continuing 
analysis on the basis of theory and 
experience. 

Federal-state or Federal system. Ad- 
ministration of unemployment compen- 
sation on a joint Federal-state basis is 
being tried out, but while experience to 
date has not been unfavorable, a thor- 
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ough test will require a complete busi- 
ness cycle. 

Financing administration. Adminis- 
trative costs are proving higher than 
expected, or at least higher than it was 
hoped they would be. While there is 
evidence that considerable reductions 
can be made through greater efficiency 
and simplification of procedures, some 
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basic changes in financing methods may 
be necessary. 

This list does not exhaust the issues 
that need to be faced. It indicates that 
while unemployment compensation has. 
been established and benefits are ‘being 
paid, it is by no means certain that there 
will not be basic changes in principles - 
and methods. 


Walter Maischeck is a member of the staff of the 
Committee on Social Security of the Social Science 
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ent engaged on a study of the administration of un- 


employment compensation in the United States. 
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State Administration of the Social Security Act 


By V. O. Key, Jr. 


HE passage of a model bill by 

Congress or by a state legislature 
is all too often regarded by the advo- 
cates of a new public service as the end 
of the job. The legislative culmination 
of a movement, it is now being more 
generally recognized, is only the begin- 
ning of the real task of reaching the 
objectives sought. A smoothly func- 
tioning organization must be built up, 
suitable lines of authority and responsi- 
bility must be established, competent 
personnel must be recruited, workable 
procedures must be devised, measures 
must be undertaken to inform the cli- 
entele, as well as the general public, of 
the nature of the new program, and a 
large number of other jobs must be done 
before the aspirations of the originators 
of public policy become accomplished 
facts. 

As a result of the belated realization 
of the significance of administration, the 
statute books of our states are cluttered 
with many admirable pieces of social 
legislation which, through incompetent 
administration, have for all practical 
purposes been repealed. In the inaugu- 
ration of the Social Security program, 
although there have been many admin- 
istrative shortcomings which the respon- 
sible personnel would be the last to 
deny, there has been, on the whole, a 
record of administrative accomplish- 
ment far superior to that found under 
many of the earlier types of social pro- 
grams undertaken without benefit of 
Federal leadership, standards, and 
financial aid. Comparison of any one 
of the Social Security programs with 
the present status of the administration 
of workmen’s compensation legislation, 
for example, will give specific content 
to these general remarks. 


ADMINISTRATION OF VARIOUS 
PROGRAMS 


The magnitude of the administrative 
tasks involved in putting the program 
into effect has varied in the different 
phases of the Security Act. The part 
relating to vocational rehabilitation 
merely required the expansion of a going 
program with established relations be- 
tween the Federal Government and most 
of the states. i 

The inauguration of the program un- 
der Title VI, authorizing grants for 
state and local public health services, 
was simplified by the fact that in every 
state there was at least a state health 
department of some kind on which to 
build. 

In its work under the maternal and 
child health service sections, the Chil- 
dren’s Bureau had the remnants of the 
state services established under the Ma- 
ternity and Infancy Act of 1921 as a 
start, but prior to the passage of the 
Security Act there were nine states 
which made no special provision for 
maternal and child health work, and fif- 
teen states were spending less than $10,- 
000 a year each on this work.’ 

The creation of machinery for the ad- 
ministration of old-age assistance had 
to be carried on without any prior ex- 
perience in almost one-half the states, 
and many of those states that had old- 
age assistance laws early in 1935 had 
only the most rudimentary sort of ad- 
ministrative organization? The magni- 
tude of the administrative task is shown 
by the fact that organization had to be 


1 Social Security Board, Social Security in 
America (Washington: Government Printing 
Office, 1937), p. 273. 

2 See ibid., pp. 156-67. 
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established to aid 1,735,000 needy aged 
in September 1938, in as efficient and 
equitable a manner as possible. In 
1934 the states and localities aided only 
236,000 people through old-age assist- 
ance laws. 

Although Wisconsin passed an un- 
employment compensation act before 
1935 and six states enacted laws while 
Congress was considering the Social Se- 
curity Act, the machinery and proce- 
dures to collect contributions, keep rec- 
ords, and pay benefits had to be built 
from the ground up without prior Amer- 
ican experience. The size of the job 
may be inferred from the estimate that 
on May 30, 1938 a total of 27,602,000 
workers had wage credits under state 
unemployment compensation laws and 
were potential benefit claimants.* 
Among the phases of the Social Security 
Act involving grants-in-aid to the states, 
the unemployment compensation pro- 
gram undoubtedly presented the most 
serious administrative problems. It is 
the purpose here to review a few of the 
problems that have been encountered 
in setting into motion the administrative 
mechanisms within the states for the 
effectuation of the objectives of the Act. 


STATE-LOCAL RELATIONS 


To make state supervision adequate 
to assure the achievement of the legis- 
lative objectives has probably been of 
greatest difficulty in public assistance. 
It has been most acute, of course, in 
those states in which administrative 
evolution has not progressed to make 
adequate state staffs and local accep- 
tance of state leadership the normal 
course of things. The problem is indi- 
cated by one of the findings of the So- 
cial Security Board in its action of 
March 2, 1938, denying further assist- 
ance grants to Oklahoma: 

2 Social Security Board, First Annual Re- 


port, 1936, p. 39. 
4 Social Security Bulletin, Aug. 1938, p. 29. 
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There has not been, in practice, admin- 
istration or supervision of the plan by the 
single State agency, the Oklahoma Public 
Welfare Commission. On the contrary, in 
a number of counties, the administration of 
the plans has been left largely to the 
County Assistance Boards without State 
supervision, This has been done despite 
the fact that the plans have provided for 
supervision and administration of the plans 
by the State Commission. This is attribut- 
able to the failure of the State Commission 
to define its policies clearly and to observe 
them consistently, to the failure of the 
State Commission to supervise adequately 
and to instruct the County Assistance 
Boards and the County staffs with respect 
to the State Commission’s policies, to the 
fact that the County Assistance Boards 
have differed from and refused to comply 
with the State Commission’s policies as 
established by rule and regulation and to 
the State Commission’s failure to appoint 
and to employ personnel adequate in num- 
ber or caliber when the County Assistance 
Boards have, without authority, objected. 
This conduct on the part of the County 
Assistance Boards was permitted by the 
State Commission despite the fact that it 
had adequate power under the State law to 
correct the situation.® 


The establishment of the proper re- 
lationships between central and local 
agencies is an extremely complex mat- 
ter, involving many decisions governing 
the allocation of powers and functions 
to central and local agencies. The ques- 
tion is not solved by saying that there 
should be “good” state supervision or 
the maximum amount of local ‘“auton- 
omy.” A complicated series of technical 
decisions has to be made to assure 
prompt payment of grants determined 
in as equitable a manner as possible 
with the maximum economy of admin- 
istration.® The example given repre- 

5 Social Security Board, press release, March 
2, 1938. 

6 The most illuminating analysis of the prob- 
lem is to be found in a forthcoming study by 
Robert T. Lansdale and Associates, The Ad- 
ministration of Old Age Assistance. 
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sents an extreme situation, but indicates 
a problem prevailing in varying degrees 
in many states. 

The requirement of the Security Act 
that the public assistance programs be 
in effect in all the political subdivisions 
of a participating state has contributed 
to the difficulties of state-local relation- 
ships. A literal interpretation of this 
provision deprives the state agencies of 
the ultimate sanction in dealing with 
local organizations, namely, the with- 
drawal of financial assistance to local 
agencies. 

The task of working out the optimum 
form of state-local relationships has ex- 
isted in other phases of the general pro- 
gram. Similar problems have had to 
be dealt with in public health, child and 
maternal hygiene, child welfare, and in 
the field of services for crippled chil- 
dren. In unemployment compensation 
the complications of state-local relation- 
ships have been absent, but not dissimi- 
lar problems arise in the relationships 
between a state headquarters and its 
field offices. 


DIFFICULTIES OF SMALL UNITS 


Closely related to the matter of state- 
local relationships are problems arising 
from the necessity of using extremely 
small local governmental areas for the 
administration of certain functions. In 
those states in which the counties are 
the primary administrative areas, the 
administrator is handicapped by a basic 
unit of administration unable to sup- 
port an adequate program, or so small 
in population that the cost of a satis- 
factory program is excessive. An ex- 
ample is cited by the Director of the 
Children’s Division of the Department 
of Public Welfare of Indiana: 


... The Children’s Division, in submitting 
its plan for child-welfare services to the 
Children’s Bureau, outlined a district of 
three counties to be developed but, al- 
though the plan was accepted 10 months 
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ago, no headway has been made to date 
in the development of such a district. As 
long as states remain “county minded,” 
as they are at the present time, we shall 
probably see the public-welfare program 
continue to be developed on the county 
basis, but we shall have to make up our 
minds that many of the small rural coun- 
ties will not have the kind of program that 
we should like to see.? 


The some difficulties occur in the op- 
eration of other programs, and there is, 
of course, no ready solution.® The re- 
definition of local areas of administra- 
tion will be accomplished only slowly. 


PERSONNEL 


The passage of the Social Security 
Act created an immediate need for a 
corps of workers trained in a variety 
of specialties. State administrators in 
all phases of the program have been un- 
able to recruit adequate, competent 
staff, and special measures have had to 
be devised to give further training to 
the available personnel. Under the 
grant for public health services, funds 
are available to send health officers and 
prospective health officers to the leading 
schools of public health for short pe- 
riods. To strengthen the staff for child 
welfare services, forty states included in 
their plans for the fiscal year 1938 some 
provision for training workers; twenty- 
five of these states included plans for 
educational leave for staff members to 
attend a recognized school of social 
work.® 

In some states the problems arising 
from the shortage of trained personnel 
have been accentuated by the absence 
of any disposition of those in positions 

7 Mildred Arnold, “The Growth of Child- 
welfare Services in Rural Areas,” The Child, 
Vol. 2, No. 1 (July 1937), pp. 4-5. 

8 See V. O, Key, Jr., The Administration of 
Federal Grants to States (Chicago: Public Ad- 
ministration Service, 1937), pp. 254—57. 


? The Child, Vol. 2, No. 8 (Feb. 1938), p. 
173. 
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of political responsibility to employ 
competent personnel. The Social Se- 
curity Board, in withholding old-age 
assistance funds from Ohio on Septem- 
ber 29, 1938, found, for example, that: 


The personnel provisions of the Ohio 
old-age assistance plan have not been com- 
plied with and there has been wholesale 
violation of the Ohio civil service laws and 
rules. A majority of the employees are 
without civil service status, and a large 
number of such employees have been re- 
tained long after the period allowed for 
provisional, temporary, or emergency ap- 
pointments under the civil service act. 
The substitution of personal and political 
considerations for the merit system in the 
selection of employees has given the divi- 
sion a large number of workers whose lack 
of experience and competence has further 
contributed to the inefficiency of the 
agency in its dealings with needy aged 
persons.?° 


The limitations on the powers of the 
Board with respect to state personnel 
have handicapped it in lending support 
to state administrators against raids by 
spoils politicians. The Board, however, 
has made notable progress in making 
available to those state administrators 
in a position to use it, technical assist- 
ance on problems of personnel admin- 
istration in the fields of public assist- 
ance and unemployment compensation. 


PUBLIC RELATIONS 


It has been primarily the responsibil- 
ity of state administrators rather than 
Federal officials to interpret to the pub- 
lic the policies of the Social Security 
Act in its grant-in-aid phases. The 
most obvious difficulties have been in 


„establishing the old-age assistance pro- 


gram in the minds of the public as a 
means of aiding the needy rather than 
as an outright pension system. In some 
states, such as Colorado, in which the 


10 Social Security Board, press release, Sept. 
30, 1938. 


THE ANNALS OF THE AMERICAN ACADEMY 
4 i 


pension movement has been strong, 
there has been almost complete failure 
to sell the program to the public as an 
assistance program. 

In a larger number of states it has 
been necessary to interpret to the public 
the social work techniques employed in 
several of the programs. The Director 
of the Division of Child-welfare Services 
of Oregon states the matter: 


After a period of almost 10 years of the 
depression, after the spending of billions of 
dollars, the fact remains that the public 
generally, and the clientele specifically, 
have not gained a clear conception of what 
is really meant by the term “case work.” 
To be sure, many have been subjected to 
proper or improper determination of finan- 
cial need, and I suspect to many this is the 
alpha and omega of case work. Some have 
experienced certain management of their 
affairs, such as being moved from one place 
to another, taken or directed to a dispen- 
sary without much regard to interpreting 
the reason. And to these I suspect case 
work is a matter of beneficial or tyrannical 
manipulation, as they may have been af- 
fected. But such conception is not one 
which must ultimately prevail. 


The task of interpretation to the pub- 
lic is particularly difficult in little-under- 
stood programs. The development of 
child welfare services in rural areas for 
this reason probably demands a higher 
degree of skill than any other single ac- 
tivity. A state director says: 


Those of us who are working in these 
areas are confounded with the fact that 
in many communities there has apparently 
been a total unawareness that children, as 
individuals, exist and that they have defi- 
nite needs which the community has a re- 
sponsibility to provide. This realization is 
now coming for the first time and its im- 
pact is so startling that some communities 
are afraid to face it.?* 


11 Norris E. Class, “The Operation of Child 
welfare Services at the Local Level of Gov- 
ernment,” The Child, Vol. 3, No. 5 (Nov. 
1938), p. 104. 

12 Arnold, op. cit., p. 3. 
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INTEGRATION OF ADMINISTRATION 


In some of the security programs 
state administrators had their task made 
more complex by the necessity of deal- 
ing with two or more Federal agencies. 
The state agencies most seriously af- 
fected have been the unemployment 
compensation authorities; they have 
had to deal with the Bureau of Unem- 
ployment Compensation and the United 
States Employment Service. The state 
agencies are financed in part from funds 
channeled through these two Federal 
authorities and are subject to standards 
and regulations fixed by both. Efforts 
have been made to co-ordinate activities 
at the Federal level, but effective inter- 
relation is almost precluded by the na- 
ture of the organizational arrangement, 
regardless of the personalities involved. 
At its October 1938 meeting, the Inter- 
state Conference of Unemployment 
Compensation Agencies adopted a reso- 
lution favoring the “unification under 
the Social Security Board of the services 
rendered by both the United States Em- 
ployment Service and the Bureau of 
Unemployment Compensation. . . .”* 

The state health departments, in 
dealing with both the United States 
Public Health Service and the Chil- 
dren’s Bureau, have been placed in an 
administrative pattern fundamentally 
the same as that of the unemployment 
compensation agencies. The substance 
of the health programs has been differ- 
ent, as has the nature of the Federal 
controls. These and other factors have 
permitted the evolution of superior co- 
ordination between the Federal agencies 
concerned. 

Within the states, problems of co- 
ordination between agencies administer- 
ing related programs have had to be 


18 See R, C. Atkinson and Associates, The 
Administration of Public Employment Offices 
in the United States, ‘Chicago: Public Ad- 


ministration Service, 1938. 
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solved. The weaving together of un- 
employment compensation and the pub- 
lic employment offices has by no means 
been completely and satisfactorily ac- 
complished everywhere. Then, too, be- 
tween unemployment compensation and 
general relief are relationships that are 
receiving attention.!* Between health 
and welfare activities, between services 
to crippled children and vocational re- 
habilitation, between child welfare serv- 
ices and aid to dependent children, and 
between other combinations of these 
and other services, satisfactory co-ordi- 
nating procedures have had to be 
evolved to the end that conflict of 
policy would be avoided and integrated 
service be rendered to those persons 
affected. These problems are not pe- 
culiar to these agencies, to be sure. 
Co-ordination is “a persistent problem 
of administration. Efficient administra- 
tion requires specialization of functions 
and specialization of functions requires 
co-ordination of the functions special- 
ized.” 15 


THE ROLE OF FEDERAL LEADERSHIP 


The foregoing paragraphs indicate 
only a few of the problems that have 
had to be dealt with by the state offi- 
cials responsible for the administration 
of the parts of the Social Security Act 
carried out through the grant-in-aid. 
In coping with these matters the state 
authorities have operated with the as- 
sistance and advice of, and under vary- 
ing amounts of control by, the Federal 
agencies concerned. 

Some state officials have complained 
of Federal “control” and “dictation”; 
but if one views the development of the 

14 See Ewan Clague, “The Relationship Be- 
tween Unemployment Compensation and Re- 
lief from a National Point of View,” Social 
Security Bulletin, June 1938, pp. 7-13. 

15 Arthur J. Altmeyer, chairman of the So- 
cial Security Board, in an address to the In- 
terstate Conference of Unemployment Com- 
pensation Agencies, October 20, 1938. 
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security programs in comparison with 
earlier social legislation administered 
solely by the states, substantial respon- 
sibility must be assigned to the Federal 
agencies for the far better relative show- 
ing of administrative achievement in the 
security activities. The actual job has 
had to be done in the states by the state 
authorities, but the Federal agencies 
have furnished technical advice and as- 
sistance, and, perhaps more important, 
those in the states anxious to turn in a 
competent performance have had a con- 
stant ally in the Federal authorities. 
Moreover, continual review and criti- 
cism of the work of an administrative 
agency by informed outsiders can only 
result in much more effective manage- 
ment. 

The Federal agencies responsible for 
administering the grants to the states 
have had a more difficult assignment 
than those agencies that have been con- 
cerned with earlier grants to the states. 
“Federal standards” in the welfare ac- 
tivities are by no means simple of defi- 
nition. If the Bureau of Public Roads 
requires that under a particular set of 
circumstances a concrete highway must 
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be six inches thick, the determination of 
whether the standard has been met is 
readily accomplished. No such criteria 
are available for gauging the work of 
an old-age assistance agency, for ex- 
ample. The Extension Service was able 
gradually to carry, through the state 
services, agricultural extension work 
into almost every county, but only after 
a substantial local demand and under- 
standing had arisen. The old-age assist- 
ance program had to reach every county 
in the Nation practically overnight. 
Many other examples could be cited to 
indicate the greater complexity of the 
task faced by the Federal agencies han- 
dling security grants as compared with 
the earlier Federal-grant programs. 

Although there are many blemishes 
on the record, if one considers the mag- 
nitude ‘of the administrative task, takes 
into account the inherent difficulties, 
and compares accomplishments under 
earlier social legislation, it must be con- 
cluded that remarkable progress has 
been made in a short time by both state 
and Federal officials in transmuting the 
objectives of policy into administrative 
reality. 
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Personnel Administration under the Social 
Security Act 


By Lewis MERIAM 


NDER a national grant-in-aid law, 
such as the Social Security Act, 
personnel administration is divided into 
two distinct parts: (1) that of the na- 
tional agencies which are performing 
the duties imposed upon them by the 
national law, and (2) that of the states 
and local governments which are ad- 
ministering state laws and plans that so 
comply with the terms of the national 
law that national funds are used to sup- 
port the state and local work. Each of 
these two parts will be considered in 
turn. Since the national agencies ad- 
ministering the Social Security Act are 
under the general civil service system, 
no attempt will be made to go into de- 
tails of national personnel administra- 
tion. Major attention will be directed 
toward the relationship between the 
National Government and the states 
with respect to personnel administration 
in the state and local agencies. 


PERSONNEL ADMINISTRATION IN THE 
SOCIAL SECURITY BOARD 


Section 703 of the Social Security Act 
reads: 


The Board is authorized to appoint and 
fix the compensation of such officers and 
employees . . . as may be necessary for 
carrying out its functions under this Act. 
Appointments of attorneys and experts 
may be made without regard to the civil 
service laws. 


This phraseology meant that with the 
exception of attorneys and experts, the 
staff of the Board would be selected un- 
der the civil service laws and that the 
salaries of positions in the District of 
Columbia would be fixed in accordance 
with the Classification Act of 1923 as 


amended. 
tice. 

Civil service reformers were dis- 
turbed to see in the law that experts 
might be appointed without regard to 
the civil service laws. Since the term 
“experts” was not defined, they feared 
that it might be construed to include 
anyone who had sufficient political in- 
fluence to obtain appointment as an ex- 
pert. Such a construction had not been 
unknown in Federal personnel practice. 
The Board entered into an agreement 
with the Civil Service Commission 
whereby the Commission passed upon 
the qualification of persons proposed for 
appointment as experts. Fortunately, 
moreover, the Comptroller-General par- 
tially blocked this hole under the civil 
service tent by a series of decisions to 
the effect that the General Accounting 
Office would have to be satisfied that 
the positions to be filled demanded ex- 
perts and that the persons so appointed 
actually were experts. His office would 
be entirely willing to accept a certifi- 
cate from the Civil Service Commission 
that the positions demanded experts 
and that persons appointed under this 
exception were in fact qualified as ex- 
perts. Thus, since appointments of ex- 
perts had to be approved by the Com- 
mission, the Board was to a limited 
extent implemented to resist political 
pressure for the appointment of unqual- 
ified persons as experts. 

This implementation was of great 
practical importance. So many of the 
temporary agencies established since 
1933 had been exempt from the civil 
service laws and had been staffed by 
political employees and employees who 
could get “political clearance,” that the 


Such has been the prac- 
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use of political pressure for appoint- 
ments had assumed a magnitude new 
since the passage of the Civil Service 
Act of 1883, and was regarded by many 
candidates and their supporters as nec- 
essary and customary, if not entirely 
ethical. Probably no new agency es- 
tablished under the civil service acts 
ever faced greater political pressure 
than did the Social Security Board. 

The efforts of the Board, or at least a 
majority of it, to sustain reasonably 
high personnel standards in the face of 
such political pressure led to friction 
between the Board and the politicians. 
One outcome was a provision in the In- 
dependent Offices Appropriation Act of 
1938 that all experts and attorneys of 
the Board who were in receipt of sal- 
aries of $5,000 or more would have to 
be reappointed subject to confirmation 
by the Senate. This requirement proved 
to be a mere flash in the pan, for when 
the nominations were submitted to the 
Senate all the appointments were con- 
firmed. Expert positions have now been 
placed entirely under the classified civil 
service, with the exception of those of 
temporary consultants. 


NATIONAL CONTROL OF STATE AND 
LocaL PERSONNEL 

Legal provisions 

Politicians interested in patronage 
were far more concerned with appoint- 
ments to positions in state and local 
agencies engaged in the administration 
of social security laws than with the ap- 
pointments to the national agency. The 
United States Employment Service, in 
co-operating with the states, had made 
deliberate efforts, more or less success- 
ful, to require the states to establish ob- 
jective standards of personnel admin- 
istration under the Wagner-Peyser Act 
and to require competitive examinations 
as a means of selecting appointees. The 
Federal Emergency Relief Administra- 
tion, although not insisting upon the 
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establishment of formal competitive ex- 
aminations, had in many instances in- 
sisted that upper positions in the states 
be filled by employees qualified through 
training and experience. The action of 
both agencies had often resulted in pre- 
venting the appointment of candidates 
having far more political influence than 
real capacity for the work in hand. Un- 
der the guise of preventing the National 
Government from interfering in the ad- 
ministration of a state function, the So- 
cial Security Act in several of its titles 
specifically excluded national control 
over the states in the matters of selec- 
tion, tenure of office, and compensation 
of personnel. Thus Section 2 of the Act 
reads: 


A state plan for old-age assistance must 
. . . (5) provide for such methods of ad- 
ministiation (other than those relating to 
selection, tenure of office, and compensa- 
tion of personnel) as are found by the 
Board to be necessary for the operation of 
the plan. 


Substantially the same provisions are 
included in Section 303 with respect to 
unemployment compensation; in Section 
402 with respect to aid for dependent 
children; in Section 503 with respect to 
maternal and child health services; in 
Section 513 with respect to services for 
crippled children; and in Section 1002 
with respect to aid for the blind. 

For the administration of the old-age 
assistance plans and the unemployment 
compensation laws, the national act 
makes specific provisions for Federal 
contributions to the states for the ad- 
ministrative costs of the state organiza- 
tions. In the case of old-age assistance 
the grant for administration is 5 per 
cent of the amount the National Gov- 
ernment contributes for the old-age as- 
sistance itself (Sec. 3). In the case of 
unemployment compensation the grant 
for administration is “such amounts as 
the Board determines to be necessary 
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for the proper administration of such 
law during the fiscal year in which such 
payment is to be made” (Sec. 302-A). 

The national law thus provides in six 
instances that its administrative agency 
must approve state methods of admin- 
istration, and in two instances it makes 
specific provision for national payment 
of or contribution to the administrative 
costs. But it does not clearly permit 
the national agency to require the states 
to include in their laws or plans sound 
provisions with respect to selection, ten- 
ure of office, and compensation, 


Need for personnel standards 


Nothing in administration is more vi- 
tal than personnel. Initial selection to 
„eliminate political appointments of un- 
qualified workers is a first, although 
negative, essential. Positive devices for 
securing really qualified workers are 
equally essential. Permanency of ten- 
ure on a merit basis is necessary to at- 
tract good workers and to free them 
from political pressure in the conduct 
of their work. When the employees are 
charged with the serious responsibility 
of determining whether an individual 
citizen is or is not entitled under the 
law to a gratuity from the government, 
it is imperative (1) that the employee 
be competent to determine all the 
needed facts, (2) that the employee be 
himself free from political partisan bias 
or interest, and (3) that the employee 
be protected from political partisan in- 
fluence, and especially that his tenure 
of office be not dependent on the mere 
pleasure of political officers. 

In the absence of such requirements 
the dangers are great (1) that the facts 
determining eligibility will not be fully 
determined, (2) that persons not eli- 
gible for a gratuity will be granted one 
because of their political affiliation or 
influence, and (3) that persons eligible 
for grants will be denied them because 
of their political allegiance. They may 

es 
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be voting wrong either in the primary 
or in the elections. Partisan political 
employees may attempt to coerce the 
beneficiaries either by intimating to 
them that their benefits may be cut off 
if they do not vote right or, less fla- 
grant, urging them to support the party 
that initiated the legislation under 
which they are receiving the benefits. 


Difficulties of Social Security Board 


In the case of unemployment com- 
pensation administration, the Social Se- 
curity Board is in a difficult administra- 
tive position. On the one hand it is 
expressly forbidden by Section 303-A of 
the law to require that the state laws 
shall provide a sound personnel system 
for selection, retention in the service, 
and compensation, while on the other 
hand it must determine how much the 
National Government shall pay to the 
several states as “necessary for the 
proper administration of such law dur- 
ing the fiscal year in which such pay- 
ment is to be made.” The Board is thus 
charged with the duty of protecting 
the Federal treasury and the national 
taxpayers against waste, extravagance, 
and inefficiency in state adminis- 
tration, but it is specifically excluded 
from requiring that sound personnel 
practices shall be written into the state 
laws, and they are essential if adminis- 
tration is to be economical and efficient. 

Faced with the contradictions con- 
tained in the two sections of the Act, 
one making the Board responsible for 
payments of administrative costs and 
the other denying it the power to re- 
quire the state law to prescribe sound 
procedures, the Board has had to sail a 
middle course. It has not exercised 
control over the selection, tenure, and 
compensation of individual employees 
in the state and local units administer- 
ing the state program, but it has re- 
quired the states to establish minimum 
objective standards. 
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Personnel advisory work of Board 


According to a recent article by Al- 
bert H. Aronson of the Social Security 
Board, thirty-nine state agencies ad- 
ministering unemployment compensa- 
tion select their personnel on the basis 
of merit examinations conducted by the 
state civil service commission or by a 
merit system established for the unem- 
ployment agency. In the public assist- 
ance field, where the state agencies often 
administer other state and relief agen- 
cies in addition to the Federal-state pro- 
gram, the progress has been slower. 
Nineteen state public assistance agen- 
cies select their staffs under civil service 
or under departmental merit systems. 

All the national agencies concerned 
with the administration of co-operative 
relationships with the states, under the 
Social Security Act, have from the out- 
set sought to aid and encourage the de- 
velopment of sound systems of per- 
sonnel administration in the state social 
security agencies. At the Social Se- 
curity Board, from the beginning, both 
the Bureau of Public Assistance and the 
Bureau of Unemployment Compensa- 
tion have given attention to the person- 
nel problem with the technical assist- 
ance of the Personnel Division. The 
earliest model law regarding unemploy- 
ment compensation, prepared by the 
Board for the states, contained a gen- 
eral provision for merit selection. The 
second model law issued contained more 
detailed and specific requirements for 
merit selection. In November 1937 the 
Board established the State Technical 
Advisory Service to aid in the develop- 
ment of merit systems under both pro- 
grams and to train members of state 
administrative staffs engaged in person- 
nel work. The State Technical Ad- 
visory Service has a competent profes- 
sional staff under the direction of Albert 
H. Aronson. 

The Board has recently prepared and 
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issued suggested standard rules and 
regulations as a basis for an agency 
merit system. Mr. Aronson thus de- 
scribes the major provisions of the rec- 
ommended rules: 


. . . Such rules and regulations are to 
provide for the following: a classification 
plan based upon investigation and analysis 
of duties and responsibilities of positions; 
a compensation plan in line with the pre- 
vailing rates for comparable positions in 
other departments of the state, and sys- 
tematizing salary advancement on the basis 
of periodically evaluated service; a system 
of open competitive examinations admin- 
istered under auspices assuring adherence 
to the merit principle, with appointment of 
employees from among a limited number 
of persons certified in the order of their 
standing on the register to serve a definite 
probationary period; promotion to higher 
positions on the basis of performance and 
qualifications; job security for satisfactory 
employees with equitable procedures for 
layoff of surplus employees and for impar- 
tial review of dismissals of employees for 
cause; a plan for service ratings, and for 
the granting of vacations and sick leave on 
a uniform and equitable basis; adequate 
personnel records; and prohibition of polit- 
ical and religious discrimination and of po- 
litical activity by employees. Through the 
operating bureaus, the State Technical Ad- 
visory Service offers field consultation to 
states desiring assistance in formulating 
merit rules and regulations and installing a 
system of personnel administration. 


Procedure of Public Health Service 


The personnel procedure of the 
United States Public Health Service in 
administering Title VI of the Social Se- 
curity Act has distinctive features that 
deserve special notice. Section 602-C 
of the Act provides that allotments to 
the states shall be made in accordance 
with the rules and regulations pre- 
scribed by the Surgeon General after 
consultation with a Conference of State 
and Territorial Health Authorities. 
The Conference of State and Territorial 
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Health Authorities adopted minimum 
qualifications for state and local health 
officers, for public health nurses, and for 
sanitation personnel. V. O. Key, Jr., 
says with respect to this situation: 


Although these recommendations have 
not been promulgated as regulations of the 
U. S. Public Service, the Service and the 
state departments of health act as if they 
had been. There may be some advantage 
in not embalming them in formal rules for 
as they stand they constitute the consid- 
ered wishes of the state health officers, in- 
stead of regulations imposed from above.* 


Procedures of the Children’s Bureau 


With respect to the maternal and 
child health services, the Children’s Bu- 
reau has followed, with necessary modi- 
fications, a procedure very similar to 
that of the Public Health Service. For 
the services for crippled children, stand- 
ard qualifications for given classes of 
positions have been set up by strong 
representative advisory committees of 
the professions involved. These stand- 
ards have very generally been adopted 
by the several states in drawing up their 
plans. The Bureau necessarily leaves 
to the states the selection of the indi- 
vidual employees and the determination 
of the fact that they are possessed of 
the qualifications established for the 
position to which they are appointed. 
An interesting and perhaps significant 
comment is made that standards thus 
adopted by a professional agency for its 
own use are higher than a centralized 
civil service commission might set up. 

The Public Health Service experience 
and the Children’s Bureau experience 
again illustrate the distinct advantages 
possessed in the United States by agen- 
cies whose work is recognized both by 


21V. O. Key, Jr, The Administration of 
Federal Grants to States (published for the 
Committee on Public Administration of the 
Social Science Research Council by Public Ad- 
ministration Service, Chicago, 1937), p. 286. 
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the public and by the politicians as de- 
manding professional, technical, or sci- 
entific training of a high order. These 
agencies are relatively free from politi- 
cal pressure to secure the appointment 
of persons not possessed of a reasonable 
minimum standard of professional com- 
petence. On the other hand, politicians 
and uninformed persons often maintain 
that anyone can make the investigations 
required in the administration of old- 
age assistance, aid to dependent chil- 
dren, and aid to the blind. They re- 
fuse to recognize, too, that modern 
clerical work, including stenography, 
typing, bookkeeping, and filing, calls 
for a high degree of skill and profi- 
ciency. In the administration of grants 
to individuals, great wastes and great 
injustices may result from the employ- 
ment of unskilled, untrained workers. 


PROSPECTS FOR REFORM 


Persons whose civic conscience has 
been shocked by the pernicious revival 
of the spoils system during the past few 
years, and more especially by the scan- 
dals incidental to the 1938 primaries in 
several of the states, are pleased to note 
the widespread, wholesome reaction to 
the exposures made by the Special Com- 
mittee to Investigate Senatorial Cam- 
paign Expenditures and Use of Govern- 
mental Funds in 1938.? Although the 
revelations relate in the main to the ac- 
tivities of the officers and employees of 
the Works Progress Administration, the 
officers and employees of state agencies 
supported by Federal grants-in-aid, in- 
cluding those under the Social Security 
Act, have not entirely escaped. Since 
the Seventy-sixth Congress has been in 
session for so brief a period, it is too 
early to record the actual achievements 
of the Congress in the move to establish 
higher moral standards and greater effi- 
ciency in American public personnel ad- 


276th Cong., ist Sess., S. R. No. 1, Parts 1 
and 2. 
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ministration. It seems highly probable, 
however, that several of the following 
reforms will be adopted: : 

1. The amendment of the Social Se- 
curity Act so that the Social Security 
Board may prescribe requirements with 
respect to selection, tenure of office, and 
compensation of personnel. Both Sen- 
ator McKellar and Senator Byrnes in- 
troduced bills with this objective in the 
last session of the Seventy-fifth Con- 
gress (S. 3235 and 3370). Both the So- 
cial Security Board and the President 
in his recent message on social security 
have recommended the adoption of such 
an amendment. 

2. The passage of a general law pro- 
viding that all state employees em- 
ployed in connection with programs car- 
ried on with the assistance of the 
Federal Government shall be selected in 
accordance with a nonpolitical civil 
service plan. Senator Neely has intro- 
duced a bill for this purpose (S. 282). 

3. Passage of a bill making it a crim- 
inal offense for any Federal officer or 
for any state officer paid from funds 
supplied by the Federal Government to 
attempt to influence or to control the 
vote of any person, and for such officers 
if concerned with administration of re- 
lief, employment, or old-age assistance 
to participate in political campaigns. 

4, Passage of a bill making it a crim- 
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inal offense for anyone to attempt to 
influence the vote of any other person 
by offering to secure for such person 
any kind of benefit or employment pro- 
vided in whole or in part by Federal 
funds, or by threatening to withhold 
or terminate such benefit or employ- 
ment. 

5. The passage of legislation greatly 
strengthening existing law against polit- 
ical assessments of Federal employees, 
and extending the law to apply to state 
and local employees paid in whole or 
in part from funds secured by the state 
through grants-in-aid from the Fed- 
eral Government. 


All laws that provide discretionary 
grants to individual citizens under cer- 
tain conditions have great potential 
dangers in a democracy. They may be 
used to corrupt the electorate, which is 
in a democracy probably the most fatal 
type of corruption. The situation is 
such that the country probably must 
have various devices for social insurance 
and public relief and employment. We 
have them now on a scale hitherto un- 
known. Fortunately, the last few 
months have clearly demonstrated the 
possible disasters from having such 
agencies under a spoils system, and it 
appears that the Congress is thoroughly 
aware of its grave responsibilities. 


Lewis Meriam is a member of the senior staff of the 
Institute for Government Research of the Brookings 
Institution, Washington, D. C. He was assistant 
chief of the Children’s Bureau; statistician of the 
Congressional Joint Commission on Reclassification of 
Salaries; technical aid to the Civil Service Committee 
of the Senate during consideration of the Classification 
Act of 1923; technical director of the Survey of In- 
dian Affairs; and a member of President Hoover's 


Committee for Employment. 


He is author of “Public 


Service and Special Training” (1936) and “Public 
Personnel Problems” (1938). 


Taxing for Social Security 


By Cari SHoup 


F SOCIAL security expenditures were 

of the same general order as expendi- 
tures for national defense or those for 
maintaining the legislative, executive, 
and judicial establishments, a discussion 
of how to finance them would be a gen- 
eral discussion of the tax system. So- 
cial security expenditures, however, 
raise the further question whether the 
nature of the expenditures themselves 
may not be decisive in determining 
what tax to use. The question arises 
chiefly because the larger categories of 
social security expenditures—old-age 
pensions, unemployment compensation, 
and health insurance—are direct money 
payments that may seem to represent 
special benefits to certain groups within 
the community. Moreover, in at least 
one of these cases—old-age pensions— 
the prospective growth of the expendi- 
ture raises the question of whether 
preparation to cover it should be made 
by imposing taxes on a time schedule 
somewhat in advance of the schedule 
for the actual outlays. 


INDIVIDUAL-SACRIFICE PRINCIPLE 


One argument about the type of tax 
for financing a social security expendi- 
ture is essentially ethical. In its least 
severe form, it says that the benefici- 
aries as a group—for example, the Ye- 
cipients of old-age pensions, or the un- 
employed—should themselves cover the 
cost of the payments in greater propor- 
tion than they would if the payments 
were financed out of general revenues 
and they therefore “contributed” simply 
as general taxpayers. In a more severe 
form, it says that the beneficiaries as a 
group should pay the entire cost of the 
payments, although some individuals 
within the group might be paying more 
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and some less. In a still more severe 
form, it says that each beneficiary 
should meet the actuarial cost of his 
own payment. 

Actually, the individual-sacrifice prin- 
ciple cannot be applied in its most se- 
vere form. Many individuals earn so 
little during their lifetimes that they 
cannot pay on an actuarial basis for 
their own old-age benefit or unemploy- 
ment compensation or medical care. If 
they try to, the resulting decrease in 
their current consumption will leave 
them so enfeebled or otherwise unfit 
economically that they will not live to 
draw their old-age pensions, or will not 
live long enough beyond retirement to 
draw as much as they otherwise would; 
or they will be unable to regain jobs 
once they become unemployed; or they 
will fall into such prolonged poor health 
as to make medical aid on an individual 
insurance basis impossible for them. 

For the individual-sacrifice principle 
in its least severe form, the limitation 
just discussed need not be important. 
Those in the very low economic strata 
can be wholly supported by general 
taxes rather than contributory taxes. 


The contributory tax 


In so far as this individual-sacrifice 
principle is valid, it necessarily calls for 
a tax that imposes a sacrifice on the per- 
sons who are to receive the benefits and 
does not impose a sacrifice on the others 
in the community. Several taxes are 
available, however, under this test. 
What factors will be helpful in decid- 
ing which particular tax or taxes to 
select? 

Any tax levied to make the benefici- 
ary contribute under the individual- 
sacrifice argument must of course have 
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the correct incidence; if imposed di- 
rectly on the beneficiary, it must not be 
shifted by him, and if imposed directly 
on someone else, it must be reasonably 
certain of being shifted to him. In view 
of the uncertainty as to where a tax will 
be shifted if it is shifted, and of the 
initial frictional tendency of a tax to 
stay where it is first’ placed, there is a 
prima facie argument for levying the tax 
directly on the beneficiary. Here, much 
depends on the size of the benefits and 
the consequent size of the tax. 

The nature and extent of the group 
that is to be placed under the benefit 
plan also helps to determine the kind of 
tax to use. If, for instance, it is de- 
sired to include only wage earners, a 
pay-roll tax is appropriate. If the pro- 
gram is designed to cover everyone, 
some universal tax, or a universal com- 
bination of taxes, is required. 

Within the group(s) to be covered, 
the proportion of his (actuarially fore- 
cast) benefit to be paid by an individual 
beneficiary compared with another bene- 
ficiary will also influence the selection of 
a contributory tax. For example, if the 
proportion is to be equal for all tax- 
payers, a flat-rate tax will be useful; if 
it is to vary, a graduated tax. If the 
proportion is to be erratic, emphasis 
being instead on uniform absolute con- 
tributions, a flat poll tax may be suit- 
able. 

Finally, the choice of a contributory 
tax (still considering only the individ- 
ual-sacrifice argument) will depend on 
how the benefits are to vary among in- 
dividuals. If they are to vary with 
total wages earned, a wage tax is useful, 
since the share-of-benefit standard dis- 
cussed above can thus be met more 
easily than with a tax on total net in- 
come or property or expenditures. On 


1 For instance: If of two individuals, A and 
B, each earns $40,000 wages during his life- 
- time, but A has a total net income of $30,000 
during that period as against $60,000 for B, 
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the other hand, if the benefits are to 
vary in accordance with the total eco- 
nomic history of the individual, some 
sort of a general income tax may be 
more useful. 


PRESENT PAY-ROLL TAXES 


In the light of the tax implications of 
the sacrifice argument, how do the old- 
age pay-roll taxes and the unemploy- 
ment compensation pay-roll taxes of the 
present social security program appear? ? 


Incidence: pay-roll- tax on employees 


Under the sacrifice argument, the tax 
deducted from the employee’s wage by 
the employer is moderately satisfactory 
with respect to incidence, as long as the 
rate is low enough. If the rate were as 
high as 10 or 20 per cent, to use an ex- 
treme example, the worker’s wage (be- 
fore tax) would probably have to be in- 
creased somewhat. He would scarcely 
be willing or able over a long period to 
stand a forced-saving program of such 
rigor. But at the present old-age tax 
rate of 1 per cent (to which may be 
added a similar unemployment tax in a 
few states) and possibly even at the 
prospective rate of 3 per cent, it seems 
unlikely that the tax is being made up 
in many instances by a corresponding 
rise in wages. 

However, the employees’ tax is levied 
along with similar taxes—the pay-roll 
taxes on employers—and the combined 
tax is now 5 per cent and is scheduled 








and if the benefits are to vary in direct pro- 
portion with wages earned, and each bene- 
ficiary is supposed to meet half the cost of the 
benefit (instead of A’s meeting one-fourth and 
B’s meeting one-half, for instance), a flat-rate 
wages tax is suitable, whereas a net income 
tax would have to be levied at twice the rate 
on A as on B, and at various other rates on 
other individuals. 

2 fSee John J. Corson, “Insurance Against 
Old-Age Dependency”; William Haber and 
J. J. Joseph, “Unemployment Compensation” ; 
both in this volume —Ed.] 
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to reach 9 per cent. At 9 per cent the 
tax is heavy enough to raise serious 
doubts whether it will not force some 
increase in wages, possibly at the ex- 
pense of profits. 

The facts that the employer is re- 
sponsible for collecting the employees’ 
tax and that the tax is on the simple 
base of pay-roll without any allowance 
for special situations (e.g., family situa- 
tion) of the particular employee, facili- 
tate the shifting of the employees’ tax 
to the employer. It is simple, mechani- 
cally, for the employer to agree with the 
workers to make the deduction only a 
nominal one and to pay the tax out of 
the company’s funds, or to raise wages 
by the amount of the tax. 

If the employees’ tax is heavy enough 
to cause a shift from direct labor to ma- 
chinery, there occur complex repercus- 
sions that cannot yet be traced satisfac- 
torily, but the possible results include 
both a greater sacrifice by some of the 
covered workers than they would other- 
wise undergo, and a sacrifice by some of 
the uncovered workers. There seems to 
be no substantial evidence yet as to 
whether the employees’ tax is, by itself 
or in combination with the employers’ 
taxes, causing such a shift. To the ex- 
tent that such a shift does occur, the em- 
ployees’ tax is unsatisfactory from the 
point of view of the individual-sacrifice 
argument. 


Incidence: pay-roll tax on employers 

It may be presumed that the long-run 
incidence of a substantial employers’ tax 
is not different from that of the em- 
ployees’ tax simply because it is called 
an employers’ tax and cannot be made 
the grounds for disturbing wages (net, 
to the worker) under existing wage con- 
tracts, when in all other respects it is 
the same as the employees’ tax. 

However, it is probable that wage 
rates in many industries are difficult 


enough to change, profits in relation to 
e 
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the tax are large enough, competition 
among concerns is imperfect enough, 
and the present coverage of the tax is 
restricted enough, to allow avenues for 
savings in expense or for increases in 
prices to consumers, so that over a short 
period the employers’ pay-roll taxes to- 
taling 4 per cent may in many instances 
cause no direct change in wages. As far 
as this condition obtains, the employers’ 
taxes do not fit under the individual- 
sacrifice argument. They become merely 
general taxes on consumers or investors, 
or on those who were benefiting by lax 
business practices of the concern. 

The generally accepted doctrine is 
that the incidence of a pay-roll tax, 
whether levied on the employer or the 
employee, is—at least after a period of 
readjustment—largely a burden on the 
employee. To some extent the answer 
may differ according as the worker an- 
ticipates getting his money back fairly 
soon in unemployment benefits or hav- 
ing to wait for old age or death before 
getting any of it back. In any case, 
there is, as suggested above, presumably 
a rate of tax above which the supply of 
labor will be affected and hence real 
wages will increase to offset in part the 
burden of the tax. The significant ques- 
tion is: Is this level about the same as 
that where the employers’ tax comes to 
have almost universally the same inci- 
dence as the employees’ tax? 

The answer cannot be given until 
more detailed studies are made. A rea- 
sonable guess may be that the second 
level is in fact considerably below the 
first. But to the extent that it ap- 
proaches the first, the employers’ tax is 
doubly unsuitable as a contributory tax 
under the individual-sacrifice argument: 
if the tax is light, it fails (as concerns 
the argument now under consideration) 


3 See James K. Hall, “Incidence of Federal 
Social Security Pay Roll Taxes,” Quarterly 
Journal of Economics, Vol. LIII, No. 1, Nov. 
1938, 
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because it does not affect wages; but if 
it is made heavy enough to affect wages 
it is likely, in combination with the em- 
ployees’ tax, to have the disadvantage 
(from the point of view of the sacrifice 
argument) of causing a rise in wages or 
a change in some other items. 


Scope of benefits 


Under a contributory system extend- 
ing to every adult in the country, the 
wage t base for the contributory tax is 
not suitable. Its three major defects, 
from this point of view, are: 

1. Not all persons receive wages, at 
least in quantity significant for present 
purposes. The main classes that are 
thus left outside the scope of the con- 
tributory system by a wages tax are: 
(a) the self-employed, including em- 
ployers, chiefly farmers, tradesmen, and 
professional workers; (b) those who 
live largely on investment income; and 
(c) unpaid family workers, chiefly wives 
and mothers. 

2. Of those who do receive wages, 
some are paid under conditions that 
‘make administration of a wages tax 
very difficult. The three major in- 
stances are farm laborers, domestic serv- 
ants, and casual workers. 

3. Under constitutional restrictions on 
the Fedéral power to tax (at least as 
hitherto generally accepted), a wages 
tax cannot reach most of the state and 
local employees." 


EFFECTS oF TAx SELECTED 


As indicated above, the particular 
contributory tax selected is apt to shape 


4 “Wages” as used in this section includes 
salaries, 

5 Moreover, the existing system in fact also 
excludes those in the service of the Federal 
Government and of charitable and similar 
institutions. These exclusions represent a con- 
cession to specific circumstances—not an in- 
herent disability in the wages tax. The con- 
stitutional restriction, too, might be placed in 
this group of specific circumstances. 
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the old-age benefit program or the un- 
employment compensation program in 
two ways: in determining what share of 
his benefit any one beneficiary will pay, 
and in determining the extent to which 
the benefit will vary among beneficiaries. 
Thus, a flat-rate pay-roll tax fits well in 
a plan whereby all individuals are ex- 
pected to contribute about the same 
proportion of their benefits, and where 
the absolute amount of the benefit de- 
pends on the total wages an individual 
receives during his lifetime. 

The major taxes available as con- 
tributory taxes to take the place of, or 
to supplement, the pay-roll taxes are 
probably limited to the general net in- 
come tax (or component parts thereof) 
and a personal-consumption expendi- 
tures tax. Constitutional restrictions 
bearing on the property tax, and the ex- 
istence of state and local property taxes, 
make its use by the Federal Govern- 
ment impracticable. Moreover, there 
would be serious administrative difficul- 
ties with a property tax designed to be 
nonshiftable. A flat-rate poll tax would 
probably be unacceptable unless the 
benefits were the same for all. 


Net Income Tax 


An individual net. income tax on all 
sources of income reached by the pres- 
ent tax law would be more satisfactory 
(under the individual-sacrifice princi- 
ple) than the employers’ pay-roll tax, 
with respect to incidence; but for most 
employees, and even some of the self- 
employed, the tax offers somewhat the 
same possibility of ultimate shifting as 
the pay-roll taxes, if the rate i$ high. 

The income tax could prove fairly 
satisfactory with respect to scope. In 
principle, the tax would reach the self- 
employed and the rentiers, who are 
missed by the pay-roll tax. Some of 
them would occasionally show no net in- 
come and thus would not be included 
every year, but only rarely would any 
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one of them pay no tax, for this reason, 
over a long period of years (e.g., an heir 
slowly wasting his legacy in an un- 
profitable business). 
problem would be the small size of the 
farmer’s net income unless the current 
conception of net income were expanded 
to cover produce grown and consumed 
by the farmer and his family. Also, un- 
paid family workers would fail of in- 
clusion unless the conception of income 
were similarly expanded. In practice, 
the administrative task of checking on 
hundreds of thousands of small taxpay- 
ers would .be so immense that for some 
time—perhaps permanently—the cost of 
collection would be high, and an ap- 
preciable amount of evasion might be 
expected, 

For farm laborers and domestic serv- 
ants, the income tax has no greater po- 
tential coverage than the pay-roll tax. 
As with the pay-roll tax, care would be 
required to include a fair estimate of 
the value of payments in kind—meals 
and lodging. 

The income tax would be only slightly 
better than an extended pay-roll tax for 
state and local government employees 
(a few of the exempt employees have 
some nonexempt income, as from in- 
vestments). 

The complications involved in com- 
puting total net income would probably 
necessitate dropping out of the system 
certain low-wage workers that can be 
reached under a pay-roll tax. However, 
as noted above, anyone whose gross in- 
come is below a certain level cannot in 
fact be asked to contribute to his old- 
age pension or his unemployment benefit. 
` Administrative difficulties might be 
lessened if it were clearly understood by 
the low income taxable man that his 
chance to receive a pension depended on 
his paying the income tax, and if he 
realized that the system were weighted 
to give him back much more than he 
put in (plus interest); in fact, a strong 
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enough weighting might even make 
feasible some additional income taxa- 
tion of low income individuals for gen- 
eral tax purposes. However, great cau- 
tion is needed in estimating the strength 
of the incentive. Many taxpayers would 
not understand what they would be get- 
ting by paying the tax; others would be 
too careless to take advantage of it; and 
still others would have such a high rate 
of preference for the present over the 
future—so much higher than that rep- 
resented by the interest rate used in 
computing the “advantage” that they 
would get—that they would actively re- 
sist the tax collector. 


Deductions allowed 


The income tax differs from the pay- 
roll taxes also in the offsets or deduc- 
tions allowed. Perhaps not all the de- 
ductions now allowed under the net 
income tax are sound; for instance, the 
deductions for interest paid (as a per- 
sonal expense) and taxes paid (as a per- 
sonal expense.) The limited deduction 
granted by the Federal tax for chari- 
table and other contributions is, in part 
at least, a hidden subsidy, and whatever 
arguments apply for the general-pur- 
pose tax may also apply for the con- 
tributory tax. But there are other de- 
ductions with a logical foundation in 
the relative-sacrifice aspects of the in- 
come tax as a general tax; those for per- 
sonal (as opposed to business) bad 
debts, and loss of uninsured personal 
property through fire or other casualty, 
or theft. 

Thus the question may arise: If A 
and B earn the same total wages, have 
no other source of income, and have 
identical family obligations and expendi- 
ture patterns except as influenced by 
the fact that A loses some money 


8 Cf. J. Frederic Dewhurst, “Old-Age Se- 
curity Financing in Relation to Income Tax 
Reform,” Bulletin of the National Tax Asso- 
ciation, May 1938, pp. 240-45. 
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through a bad personal debt and also 
has his house (uninsured) destroyed by 
fire, should A be asked to contribute as 
much to the old-age benefit plan or un- 
employment compensation plan as B? 
If not, should, then, his benefits be 
lessened (not proportionately, if the sys- 
tem was only semicontributory)? If 
not, the income tax has more possibili- 
ties for desirable adjustments of the 
contributory load among individuals 
than the less complex tax forms, such as 
the pay-roll tax. Thus, benefits to be 
paid might be computed on the basis of 
the beneficiary’s gross income, while his 
contributions were computed on the 
basis of his net income. 

What of family obligations? If A 
and B earn the same wages, but A is 
married and has children, while B is un- 
married and has not even a relative to 
support, should A pay a smaller amount 
toward his old-age benefit or unemploy- 
ment compensation than B? Should he 
then receive a smaller benefit? What if 
B is, of his own free will, supporting 
some incapacitated nonrelatives? Many 
interesting points emerge here (for in- 
stance, the chance that the children will 
be able to help support A in his old 
age), but cannot be dealt with ade- 
quately in the present analysis. In any 
case, if such differences in individual 
economic status are to be considered 
significant, the pay-roll tax is not so 
well adapted for the purpose as the net 
income tax. 


EXPENDITURES TAX 


A contributory tax based on personal- 
consumption expenditures and collected 
directly from the consumer would face 
much the same problems of incidence as 
the employees’ pay-roll tax, except that, 
as with the income tax, there would be 
less chance that the employer would as- 
sume the burden of the tax. Also, like 
the income tax, the expenditure tax 
would be much more likely to rest on 
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the employee than the employers’ pay- 
roll tax. 

The expenditures tax could cover in 
principle every adult without exception, 
other than those considered to be below 
the economic level where savings for old 
age or unemployment would be possible. 
Administratively, the tax would prob- 
ably be no more practicable than the in- 
come tax for the low income members 
of the self-employed group and the 
rentier group. For reaching domestic 
servants and farm laborers, likewise, it 
probably offers no administrative advan- 
tage over the wages tax or the general 
income tax. With respect to those now 
reached by the pay-roll tax, the ex- 
penditures tax, like the net income tax, 
would be administratively inferior. 

As a standard for contributions and 
benefits paid, the expenditures base 
would be useful if the plan—particularly 
the old-age benefit plan—were to be 
linked with the volume of private sav- 
ing. Those who wanted to save on their 
own account would, since their expendi- 
tures would be correspondingly less, pay 
less into the benefit fund, and likewise, 
presumably, would receive smaller bene- 
fits. 


_Maxinc Eacu Business Pay Its Way 


A second argument that bears on the 
type of tax to be used in financing a so- 
cial security program is the economic 
one that each industry—perhaps each 
firm, even—should be so taxed that it 
will pay its own way by assuming its 
share of the social costs of old-age de- 
pendency, unemployment, ill health, and 
other factors, for which it is in fact re- 
sponsible, 

In discussions of old-age benefits, this 
argument commonly says that business 
ought to count the workers’ old-age de- 
pendency as a cost much as it counts 
depreciation as a cost. It follows, then, 
that the business ought to set its selling 
prices high enough to cover an old-age 
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benefit cost; if it cannot, it has no eco-- 


nomic justification for existence.” 

This argument evidently calls for a 
tax that will, like the other cost ele- 
ments, be included in the price of the 
product of the business in question. 
Thus the tax should not be on net 
profits, but might be on gross income 
from sales, or might be a flat tax. Can 
this argument provide the basis for a 
choice among taxes? 

If two consumers’ articles sell for the 
same price (aside from any old-age 
costs), but the cost of one of them (e.g., 
fresh vegetables) is almost entirely 
wages while the cost of the other (e.g., 
lumber) consists to a greater extent of 
interest, should the price of vegetables 
be raised relative to that of lumber, in 
order to reflect the old-age costs and 
thus direct activity from vegetable rais- 
ing into lumbering? If the answer is 
yes, the pay roll is a more appropriate 
base for the employer’s old-age tax than 
sales. On the pay-roll base, the vege- 
table business will pay more tax than 
the lumber business. On the sales base, 
it will pay the same as the lumber busi- 
ness, and no force will be put in motion 
to remedy what has presumably been an 
uneconomic allocation of the country’s 
resources—uneconomic because one ele- 
ment of true cost has been omitted in 
computing sales price. The pay-roll 
base, however, is apt to result in a shift- 
ing of the tax to the employee instead of 
to the consumer. i 


Is “depreciation” being covered? 


A more fundamental difficulty is that 
all this analysis begs the question 
whether these industries were not al- 
ready covering the old-age cost. For 
instance, the vegetable industry might 
reply that it had been providing for the 
worker’s old age, but had done so by 


7 See, e.g., Hearing ... Committee on Ways 
and Means ... on H.R. 4120, 1935, pp. 39, 
242, 856. 
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giving him enough wages to allow him 
to save if he wanted to, instead of giv- 
ing him a pension when he reached old 
age. Who is to be the judge of what 
“enough” is in this case? The vegetable 
industry might agree to pay each worker 
an annual old-age pension after he re- 
tires; but if it then cut wages by enough 
to make up for this added expense, 
would it be meeting the “depreciation” 
charge for old age, if it had not been 
doing so before? 

The farther one pushes into this “de- 
preciation” analysis, the more elusive 
the concept becomes. It does in fact 
seem impossible to say, except in ex- 
treme low-wage cases, whether an in- 
dustry’s wages are covering the “de- 
preciation” charge. An industry that 
pays an employee (for instance, the 
president of the concern) $50,000 a 
year is surely covering the depreciation 
charge for his old age even if it does 
not pay him a cent in pension after he 
retires. Suppose the sum is, instead 
of $50,000, only $10,000—$5,000— 
$1,000—: at what point does the in- 
dustry fail to cover the “depreciation” 
charge? 

The lower the wage, it may be argued, 
the more the likelihood that the charge 
is not being covered and that, therefore, 
an old-age tax should be forced into the 
price of the product. But under a flat- 
rate pay-roll tax, the lower the wage the 
less the tax. The “depreciation” argu- 
ment, as far as it holds at all, probably 
requires some kind of an employers’ tax 
the rate of which increases as the an- 
nual wage per worker decreases. 

The argument that each firm should 
pay its own way may be some- 
what stronger with respect to taxation 
for unemployment compensation; but 
whether it calls for a shiftable tax or a 
nonshiftable tax; whether “unemploy- 
ment” is to be measured, for this pur- 


8 Thus the old-age problem has a direct 
connection with the minimum-wage problem. 
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pose, by the number of full days a 
worker is unemployed or the number of 
hours during the year he Jacks work (as 
when he is on a six-hour day steadily 
but would prefer to be on an eight-hour 
day steadily); to what extent high 
wages while at work may be deemed to 
cover the cost of the unemployed hours 
or days—these and similar problems 
make the issue as complex as in the old- 
age problem. Health insurance, too, 
raises its own particular questions rela- 
tive to this issue, which cannot be dis- 
cussed within the limits of this paper. 


CHECKING UNDUE GROWTH OF 
BENEFITS 


A third argument, of special interest 
for old-age benefits, reflects a fear that 
pressure for increasing both the scope 
and the size of the benefits may divert 
to the support of the beneficiaries an un- 
due proportion of the Nation’s income 
and may even involve the Government 
in serious financial difficulties. 

The argument usually runs that these 
dangers will be lessened if the benefit 
system is financed, in part at least, by 
a contributory tax. If the beneficiaries 
pay the cost—or part of it—they are 
less likely, it is said, to press for more 
money, and those outside the system 
will be less eager to have it extended to 
them. 

Some other considerations, however, 
are also important. Moreover, a dis- 
tinction must be made between an in- 
crease in the size of the benefits payable 
to those already covered by the system 
‘(this increase will be called “intensifica- 
tion of the program” below) and an ex- 
tension of the coverage of the system to 
include more persons (referred to below 
as “extension of the program”). 

First, the decisive factor in promot- 
ing or checking either intensification or 
„extension may well be, not who is pay- 
ing the existing cost, but who is to pay 
the added cost. If old-age beneficiaries, 
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for instance, are defraying all the cost 
of an existing system of benefits, that 
fact in itself may be an effective argu- 
ment for asking the general public to 
pay part of the cost, and this in turn 
may make higher benefits possible. As 
to those outside the system, however, 
the situation may offer little encourage- 
ment. Thus intensification of the pro- 
gram, but perhaps not extension, may 
be expected. Conversely, if the bene- 
ficiaries are contributing no part of the 
cost under an existing system, they may 
be in a weak position to advocate in- 
creases in their benefits at the expense 
of general revenues, but noncovered per- 
sons will be eager to join this system 
that seemingly gives something for 
nothing. Thus extension but not much 
intensification may be the result. 

Second, the argument in question 
makes some assumptions about the po- 
litical forces involved, that are probably 
oversimplified. 

As concerns intensification of the pro- 
gram, the circumstances most favorable 
to this argument occur when the covered 
group is large enough to enforce its will 
but small enough so that there will be 
enough outsiders left to pay. If only 1 
per cent of the voters are covered, their 
political chances for intensification are 
not bright; and if 99 per cent are cov- 
ered, there are but slight economic pos- 
sibilities of intensification without ex- 
pense to the covered group. If, say, 40 
per cent are covered and are highly 
organized, and the other 60 per cent are 
well-to-do and unorganized, the absence 
of a contributory check may lead to 
considerable intensification. -Thus the 
importance of this point depends on the 
stage of coverage at which the system 
is resting at the time. 

As to extension of the system, the ab- 
sence of the contributory check is prob- 


‘ably most significant when the coverage 


is very small. After a substantial ma- 
jority of the population is covered, the 
6 


TAXING FoR SOCIAL SECURITY i 


fact that the system is not a contribu- 
tory one may tend to check its growth 
rather than promote it, since the domi- 
nant part of the voters (except in cases 
where the minority is very influential 
indeed) would be adding to their burden 
as they brought others in. 

Finally, the most effective check is a 
tax that the contributor feels he finally 
pays, and he may not have this feeling 


about a tax paid in the first instance by . 


someone else, even though the economist 
may feel sure that it is shifted to him. 


MAINTAINING MORALE or RECIPIENTS 


A fourth reason offered for the use of 
a contributory tax concerns the morale 
of the recipient. By receiving some- 
thing to which he feels he has a legal 
and moral right, something that he has 
himself worked for and saved for, and 
by receiving it without having to prove 
a certain level of poverty, the bene- 
ficiary is thought to avoid a disintegra- 
tion of morale that would accompany 
free pensions or benefits coupled with 
the means test.° 

Since this argument turns on the re- 
cipient’s own emotional reactions and 
the use of a means test, it does not ap- 
ply where the beneficiaries are con- 
vinced that they have, in some indirect 
manner, “earned” a right to noncon- 
tributory pensions without a means test, 
and are powerful enough to enforce their 
demands. Moreover, it does not neces- 
sarily require fully earned benefits in 
the actuarial sense. The fact that some 
contribution has been made, even though 
it supplies but a small part of the actual 
benefit, is likely to make the contributor 
feel that the whole benefit is his by 
right; the more doubtful question is 


9 See the opinions of the Twentieth Cen- 
tury Fund’s Committee on Old-Age Security 


(More Security for Old Age, p. 133) and The. 


Committee on Economic Security (Hearings 
... Committee on Ways and Means... H.R. 
4120, 1935, p. 39). 
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whether the general taxpayer will con- 
sent to spend so much money on the 
unearned portions of these benefits given 
without a means test. 

The remarks made in the preceding 
section concerning taxes paid in the first 
instance by someone other than the 
beneficiary apply here also. 


CREATING AN Economic RESERVE 


The old-age benefit program will lead 
to such an increase in total payments to 
the aged in the future that some stu- 
dents of the problem hope that a re- 
serve will be created to help pay these 
future sums..° They therefore propose 
that the increase in the yield of the tax 
system designed to meet the old-age 
payments be, in whole or in part, car- 
ried through earlier, and hence be 
smaller in total amount, than if it were 
carried through simultaneously with the 
payments. (This latter method would 
be what is commonly called a pay-as- 
you-go system.) The earlier payments 
can be used to reduce the government 
debt outstanding in the hands of the 
public * compared with what that debt 
would otherwise be, and thus can re- 
duce the interest payments to the pub- 
lic compared with what they otherwise 
would be. The saving in interest will 
help to offset the strain that will arise 
when the benefit payments grow large. 
The annual total of taxation, instead 
of lumping up in later years, will be 
smoothed, and made larger in the earlier 
years and smaller in the later years than 
under the pay-as-you-go method. This 
program assumes, of course, that the 
heavier taxation of the earlier years will 
not tempt Congress to vote heavier ex- 
penditures than would have been per- 
mitted under the other method. 


10 “Reserve” here is of course not used in 
the sense simply of setting up on the books a 
statement of accrued liabilities, 

11 As distinguished from government debt 
held by the government itself. 
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` Thus far in the argument, no need for 
any particular kind of tax exists. A 
contributory tax or a noncontributory 
tax will do equally well, and any va- 
riety of either category is equally suit- 
able, provided it raises the same amount 
of money. However, the chief object of 
the program is, presumably, to relieve 
the economic strain on the taxpayers of 
later years. This will not occur unless 
the increased tax revenues of the earlier 
years are invested (using that term in 
its broadest sense) so that the taxpayers 
of later years find themselves with more 
equipment, material or personal, with 
which to produce the real goods and 
services that will, in effect, be turned 
over to the aged. Here the kind of tax 
that is used will make some difference. 
A pay-roll tax or an income tax on low 
incomes will take money that would 


otherwise probably be spent currently 


for consumption goods; and if this 
money is given to bondholders in re- 
demption of their bonds, they will pre- 
suambly try to invest it rather than 
spend it on personal consumption, and 
thus will tend to build up the equip- 
ment referred to above. The income 
tax in the higher brackets and most 
of the death tax revenue under the ex- 
isting system will, on the other hand, 
probably take money that would not 
otherwise have been spent currently for 
personal consumption; to use this kind 
of money to retire debt may thus be 
merely to transfer investable funds from 
one person to another, adding nothing 
to equipment for the future. 

This simple statement of the case, 
however, omits some difficult but im- 
portant considerations. When the debt 
“eduction” is, as at present, no more 
than a slowing up of an increase in debt 
financed by the creation of new money 
(bank credit), in a somewhat stagnating 
economy that is leaving much of its 
present equipment unutilized, the in- 
quiry becomes, What does the creator 
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of new money do about the potential 
new money it would have created to buy 
that portion of new government bonds 
that are now not in fact, because of the 
added tax revenue, issued? If this po- 
tential new money is, under these cir- 
cumstances, not created for private use, 
there is no prima facie evidence that 
equipment is being built up for the fu- 
ture generation. Moreover, it is con- 
ceivable that the reduced personal con- 
sumption resulting from the pay-roll tax 
or the low-bracket income tax may so 
impair the training and the vigor of the 
younger generation that when it reaches 
maturity it will find itself with less 
equipment, material plus personal, than 
if the money had been taken in death 
taxes. 

These and other considerations lead 
to the conclusion that under present 
conditions in the United States the grad- 
ing of various taxes according to their 
usefulness in building up an economic 
reserve for the future remains an open 
question, pending further intensive 
study; indeed, the same may be said 
with respect to added taxes (of what- 
ever nature) as a whole, compared with 
no added taxes. 


SUMMARY 


Of the major types of tax that might 
be selected because the expenditure is 
on old-age pensions, unemployment com- 
pensation, or health insurance, rather 
than on something else, the pay-roll tax 
on employers makes the poorest show- 
ing. There is appreciable danger that 
it will not satisfy the requirements of 
the individual-sacrifice principle; the 
one aim for which it might be especially 
suited—making the business pay its 
own way—is, at least for old age, not a 
very clearly defined aim, and even if it 
were, the chance that the tax would be 
shifted to employees makes it unsuit- 
able; and since the tax is not levied di- 
rectly on the beneficiary, it is not very 
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helpful in checking undue growth of 
benefits or in maintaining the benefici- 
aries’ morale. 

The pay-roll tax on employees is mod- 
erately satisfactory under the first test, 
provided it is not too heavy, but there 
is a large part of the gainfuly employed 
to which it is not applicable. It is not, 
of course, suitable for the second aim. 
It is as useful as any tax for the third 
and fourth aims, except for the dulling 
of tax consciousness that results from 
collection at the source. 

The personal income tax has broader 
possibilities of scope than the pay-roll 
tax, but poses more difficult problems of 
administration, since its refinements do, 
not lend themselves readily to collection 
at the source. It is, however, for that 
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reason somewhat better than the em- 
ployees’ pay-roll tax for the third and 
fourth aims. It resembles the em- 
ployees’ pay-roll tax in its inapplicabil- 
ity to the second aim. 

A tax on personal expenditures, col- 
lected from the consumer, is much like 
the personal income tax as far as the 
points at issue here are concerned, but 
it does raise new administrative prob- 
lems, and of course is suitable chiefly 
for a system of benefits that takes into 
account the amount of private saving. 

The final choice among the taxes will 
therefore depend not so much on what 
are commonly considered tax issues 
proper as on a decision with respect to 
the type of benefit system that is de- 
sired. 
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Financing Old-Age Insurance 


By Exzanor Lansinc DULLES 


EATED controversy over the re- 
serve problem in financing old- 
age insurance has drawn into the dis- 
cussion not only the political adversaries 


of social insurance, but also to some ` 


extent the wage earners who are inter- 
ested in the security and the disposition 
made of contributions towards their re- 
tirement income, and economists and 


business men who think they see certain. 


dangers in the system as they under- 
stand it. 

Some of the arguments brought 
against the reserve are entirely falla- 
cious and are grounded in partisan poli- 
tics of a type calculated to obscure the 
issue. Other criticisms are based on 
misunderstandings of the technical pro- 
cedures necessary for carrying out cer- 
tain kinds of Treasury operations. But 
a number of points raised by more 
thoughtful critics deserve careful ap- 
praisal by all those who wish to see a 
sound social security program in the 
United States. 


THREE CONCEPTS 


In order to clear up some of these 
differences, it may be well to suggest 
that there are at least three different 
concepts of what the old-age reserve ac- 
tually is. The idea which prevails in 
some quarters, and which is entirely 
understandable in view of other finan- 
cial mechanisms, including the unem- 
ployment trust fund, is that the reserve 
account is the residual sum resulting 
from the accumulation of tax receipts 

“under Title VIII, less current benefit 
payments. ; 

It is entirely natural that those who 
have not examined carefully the differ- 
ences between the two risks covered 
should assume that the financing might 


be carried out in a manner which paral- 
lels the unemployment trust fund and 
be entirely dependent on the contribu- 
tions of individuals and their employers 
for its surplus or its interest-earning 
fund. 

In actual fact, this idea of the present 
financial provisions fails to lead analysis 
in the right direction. It is possible un- 
der the present Act for the annual ap- 
propriations to the reserve account to 
diverge from tax collections or “contri- 
butions” for a considerable time. Even 
though the contributory payments of 
wage earners and employers are linked 
inevitably to wages and, therefore, to 
the benefits accruing to those workers, 
it is probable that over a decade or a 
generation there may be an adjustment 
of appropriations by Congress which 
will correspond to actuarial estimates of 
benefit liabilities. Consequently, there 
might be considerable differences be- 
tween tax collections and appropriations 
in any given period. 

A second general assumption, even 
more widespread than the first is that 
the reserve is essentially a fund of real 
assets which forms the sole or main 
support of a benefit structure. Because 
there is an element of truth in this point 
of view, the idea is much more widely 
held than the more technical and legal 
reserve concept which is the core of the 
present reserve-financing principle. 

This second idea, which may be called 
the fund concept, emphasizes the ex- 
istence of assets in the reserve account 
and assumes that as this fund grows it 
will be a store of value available to meet 
benefits, and convertible into cash to 
meet other disbursements. It has even 
been suggested by some that the fund 
will be made up of assets withdrawn 
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from banks, insurance companies, and 
other private portfolios, and that un- 
scrupulous political leaders may, if they 
so desire, spend this fund to further 
their own selfish ends. 

There is a fund behind the promise 
to pay benefits. It is useful, however, 
to emphasize not only the assets but 
also the liabilities, and to recognize that 
the essential function of the old-age re- 
serve account is to make plain on the 
balance sheet of the Treasury the assets 
and liabilities incurred under the Act 
and accepted by Congress. This is the 
approach characterizing the third con- 
cept. 

The liabilities for future benefits are 
set forth on certain definitely formu- 
lated principles. Similarly, the assets 
fall into recognized categories. The 
principle determining the amount of as- 
sets in the reserve fund is that they be 
sufficient to yield an income which—in 
addition to pay-roll tax receipts—will 
finance benefits in perpetuity. The lia- 
bility set forth in the account is the 
present value of estimated future dis- 
bursements for benefits. The reserve 
account spreads on the record not only 
that part of the liability which is funded 
in the form of interest-bearing assets, 
but also that part which is to be met out 
of Title VIII revenues. 

If the calculations are right and tax 
yields are as estimated, the rising slope 
of tax rates is just sufficiently rapid so 
that past accumulations at interest, plus 
future revenues discounted, will in ev- 
ery single year from now in perpetuity 
equal the liability for benefits. A quali- 
fication is needed insofar as the delay 
in the step-up of tax rates affects the 
situation. 


ASSETS IN 1980 


The following figures may help to 
make more specific these general rela- 
tionships. To the extent that present 
calculations and their underlying as- 
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sumptions. are right, the assets in 1980 
would be somewhat as follows: $73,- 
000,000,000 would be the funded value 
of future Title VIII tax revenues, and 
$47,000,000,000 would be the amount 
of government obligations held in the 
fund, built up from the yield of past 
taxes. The sum of the two ($120,000,- 
000,000) would equal the discounted 
value of future benefits. From then on 
the relationships would not change sub- 
stantially. 

The corresponding balance sheet for 
1937 is given in the report of the Secre- 
tary of the Treasury for that year." It 
shows the following items (rounded for 
simplicity) as assets: funds on hand, 
$300,000,000; future appropriations 
equivalent to Title VIII taxes, less costs 
of administration discounted to the 
present, $52,100,000,000; liabilities, the 
present value of future benefits, $52,- 
400,000,000. The total liability will 
grow over a period of about forty years, 
and interest-bearing assets in the re- 
serve account will increase in parallel 
fashion so that they finance a portion 
of the liability. 

There is an element of truth in all 
three points of view—that is, the stress 
on residual sums, assets, and liabilities 
—but it is nevertheless essential to rec- 
ognize the principles which have led to 
the present financial provisions, and to 
distinguish the essential from the for- 
tuitous characteristics of the present 
scheme. 

Those who stress the accounting ap- 
proach to the problem frequently use 
the term “honest bookkeeping” to illus- 
trate the principles behind the methods 
adopted. They sometimes say that it, 
is as impossible to alter the government 
liability for old-age benefits through 
changing the method of financing as it 


1 Annual Report of the Secretary of the 
Treasury, 1937, p. 51. Since this was written 
the report for 1938 has been issued, and takes 
this up on p. 56. 
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-would be to change the moon.. Whether 
or not we like it, they say, the liability 
exists as a result of specific benefits 
promised in Title II, and only a short- 
sighted or perhaps dishonest official or 
administration would attempt to con- 
ceal the existence of these heavy obli- 
gations accepted by Congress in the Act 
of 1935. 

An important element in the reason- 
ing of those taking this position is that 
it is the Treasury as the financial agent 
of the Government, rather than the con- 
tributors, that, in the last analysis, 
guarantees the benefits. Since the pay- 
ment of monthly sums to those who 
have earnings recorded to their credit 
under the old-age insurance system is 
as sacred an obligation of the Govern- 
ment as the interest on the public debt, 
this viewpoint requires that the liability 
for such payment should be written into 
the debt in this particular way. In so 
doing, recognized precedents and well- 
tried methods are followed, and devices 
are used which are familiar to all tech- 
nicians in the field. 

This method is not the one and only 
possible way of assessing the future lia- 
bility or of incorporating it in the public 
debt, but it follows financial principles 
which permit the discounting of all fu- 
ture incomes as well as all future out- 
goes. If the pattern adopted by private 
insurance companies had been followed, 
the assets in the reserve would be much 
larger. 


RESERVE Not FULLY FUNDED 


In other words, those who wrote the 
present Act have not set up a fully 
funded reserve. There is not sufficient 
capital in the fund to liquidate the ac- 
crued liability. They have assumed 
some of the principles implicit in social 
insurance and have taken into account 
not only the liabilities already incurred, 
but also the assured income from pay- 
roll taxes which will be available to 
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finance a part of the appropriation to 
the reserve in time to come. In taking 
this particular approach to the prob- 
lem, they have assumed that the ap- 
propriations by Congress to the old-age 
reserve account will, on the average, and 
over a period of years, remain at least 
as high as the collections under Title 
VIII. 

It should be admitted by those who 
favor the present system that, how- 
ever conventional and regular the 
method adopted, it is not the only pos- 
sible way of recording a liability or 
financing it in perpetuity. In assuming 
a given schedule of taxes and the pres- 
ent scale of benefits, they have some- 
what simplified their problem, but they 
have narrowed down the case to one 
based on given facts. If some of these 
facts should be changed—if, for in- 
stance, the pay-roll tax schedule should 
be altered so that the rates would be 
stepped up sooner or would eventually 
rise higher—the amount of the liability 
to be financed out of a fund would be 
changed. 

It is true that the above approach to 
the problem is that which expresses 
most definitely in the public debt state- 
ment of the United States the liability 
as anticipated by the actuaries on the 
basis of these assumptions. To the ex- 
tent that the system might at some time 
be modified to. take in current risks on 
an insurance basis, as contrasted with 
obligations under the present scheme 
which has a high element of “banking” 
or savings for future needs, the esti- 
mates, and perhaps even the methods, 
would be altered. 


Rise IN Costs 


There are three reasons why there 
will be a rapid growth of liabilities and 
assets in the later years, as compared 
with a relatively slow growth in the 
early years. It is this characteristic in 
the present old-age insurance plan that 
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makes the reserve method of financing 
so spectacular and leads to such large 
estimates for the account. 

The marked increase in the average 
value of the annuities going to indi- 
viduals, the first factor causing total 
disbursements for benefits to rise over 
a period of about forty years, is the 
result of the attempt to devise a system 
linked to aggregate earnings on which 
contributions are paid. ‘This is one 
way, although not the only possible 
way, of adjusting retirement incomes to 
customary earning and living standards. 

The system as at present set up per- 
mits a variation between $10 and $85 
a month to qualified annuitants. Since 
in the early years most persons will have 
only small wage credits as a base for 
their annuities, the annual payments by 
the insurance system will be small. As 
the system matures, however, the av- 
erage payment will rise, and along with 
it, the total annual disbursements. A 
range of benefits which permits adjust- 
ment to local and individual circum- 
stances is held to be very important in 
this country. While some of these dif- 
ferences could be taken care of on a 
different basis by means of rates of 
earnings, as distinguished from aggre- 
gates earned, the benefit structure as 
now outlined means an inevitable and 
large expansion because of the changes 
in the average over thirty or forty years. 

The second reason for anticipating a 
very substantial increase in the benefits 
is that the number of annuitants in- 
creases very rapidly over a period of 
forty or fifty years. This is the re- 
sult of the increasing number of an- 
nuitants as new “crops” or “contin- 
gents” become eligible each year for 
the first time and relatively few die. 
We get, as a result of these two factors, 
two interacting causes for an increase in 
expenditures—the increase in the av- 
erage payment and the increase in the 
number of persons receiving payments. 
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AGED-YouNG RATIO 


The third factor which is influential 
in the United States, and not charac- 
teristic to the same degree of other 
countries, is the increase in the propor- 
tion of the aged to the younger pro- 
ductive workers. While it is not pos- 
sible to predict the exact numbers of 
aged in future years, the population is 
growing older. It is generally antici- 
pated that there will be a doubling in 
the present ratio of the aged to younger 
persons by 1980. This fact influences 
the financing of old-age insurance in 
that the annual increase in the num- 
ber of contributors will not keep pace 
with the number of persons qualifying 
for old-age annuities. 

When the actuaries trace the probable 
rise in the cost curve resulting from 
these factors, they discover that the line 
of annual benefit payments moves along 
on a fairly low level for a number of 
years, then gathers momentum and in- 
creases its slope fairly rapidly, until it 
swings up toward the years of maturity 
in a steep curve of increasing yearly 
payments. 

The amount of this increase (from 
1943 to 1980) can be indicated in the 
following ratios, based on estimates for 
annual benefit payments, the number of 
annuitants, and the number of persons 
over 65 years of age: benefits, 1—44; an- 
nuitants, 1-17; aged, 1~2. 

The year 1943 is shown here, al- 
though payments actually begin in 1942 
under the present provisions in the Act. 
The use of 1942 would accentuate very 
much the rate of increase. The esti- 
mated disbursements for 1942 total only 
a few million. These ratios are tenta- 
tive estimates and are subject to later 
revision.” 

Because of these known character- 

2 This article was written before the Board’s 


report to Congress recommending the begin- 
ning of annuity payments in 1940, 
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istics of old-age insurance financing in 
this country—characteristics which can- 
not be altered in an arbitrary fashion— 
there are few, if any, individuals famil- 
iar with the workings of the system 
who think that it can be financed on 
what is generally known as a “pay-as- 
you-go” system. 

Of course, some changes might be 
instituted to alter the relative impor- 
tance of different factors. For instance, 
changes in benefit schedules, different 
conditions of eligibility, or changes in 
contribution rates might be made which 
would bring annual contributions closer 
to annual benefit payments in each dec- 
ade. It would not be wise to provide 
substantial retirement incomes and de- 
lay contributions in this early period, 
and then later be forced to levy exces- 
sive rates. Some provision for debt re- 
tirement and for a thrift element can 
lighten the eventual load. In fact, it 
has sometimes been said that a so-called 
pay-as-you-go system really constitutes 
a failure to pay as you go, and that an 
“owe-as-you-go” plan would leave large 
unfunded responsibilities which later 
taxpayers would be entirely unwilling 
to meet. 


COLLECTING CONTRIBUTIONS 


We come, then, to a relationship 
which is sometimes ignored, but which is 
of major importance in the whole ques- 
tion. This Government has adopted a 
contributory system. It has said to 
those now below 65 years of age: “If 
you are willing to help finance an old- 
age retirement system—and once having 
voted this system we shall not permit 
you to change your mind—we shall see 
that, as a result of these payments now, 
you will receive benefits later, which for 
many persons will abprosimiaie one- 
third of earnings.” 

If the Government were to refrain 
from taxing productive workers of to- 
day, it could not maintain a contribu- 
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tory. system. These individuals would 
not be able to make the necessary pay- 
ments late in life, nor would other tax- 
payers be willing to make up the dif- 
ference to them beyond certain limited 
sums, which we cannot exactly appraise 
at the present time. 

Tf, then, we accept the desirability of 
a contributory old-age system and ask 
the worker to put aside certain amounts 
out of his weekly wage, the Government 
must make an honest accounting of 
these receipts which are tied to later 
benefit payments. In setting aside assets 
in a reserve based on annual appropri- 
ations, it does, in effect, recognize the 
fact that these workers have contributed 
towards their retirement income. No 
one has seriously suggested that the 
workers’ contributions be hoarded. It 
is essential that these large sums flow- 
ing in to the Government be handled 
within the framework of normal govern- 
ment finance. They must be invested, 
and if invested, must earn interest. 

While there is some leeway granted to 
the Government, its annual handling of 
the financing of the scheme, its funda- 
mental responsibility in keeping the ac- 
count for the beneficiaries as a group 
and as individuals separately, is clearly 
defined and kept relatively distinct from 
other government obligations. 


How THE FUNDS ARE HANDLED 


It may be helpful to review at this 
point the technical steps that the Gov- 
ernment has adopted in taking care of 
the financing of the contributory retire- 
ment system. Some of these steps have 
seemed to the layman mysterious and 
unnecessarily complicated. There is no 
one of them, however, that is new, 
dangerous, or designed in any way to 
confuse or complicate the issue. 

Some attention to the methods of the 
Treasury in handling the contributions, 
or tax receipts, should come before any 
criticism of the system. The various 
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steps which can be distinguished are not 
all separate in time, but are handled by 
different officers and are distinguishable 
in the regular reports of the Treasury. 
Descriptions and analyses of these op- 
erations are also given currently in the 
Social Security Bulletin. 

The first step to be singled out is the 
collection of taxes on pay rolls under 
Title VITI, and the covering of these tax 
receipts into the general funds of the 
Treasury. So far, they are indistin- 
guishable from other tax receipts, and 
are, of course, collected through the Bu- 
reau of Internal Revenue. 

A second step, which occurs once a 
year, is the voting by Congress of an 
annual appropriation to the reserve ac- 
count, an appropriation which is based 
on estimates submitted by the Secretary 
of the Treasury to the Bureau of the 
Budget. The sum recommended to 
Congress is to be an amount sufficient 
to finance an annual premium to pro- 
vide for the liability developing under 
the system. Since the liability for bene- 
fits is based on wage credits, and since 
taxes are based on wages earned by the 
worker, these two sums are kept in close 
relation to each other. 

Once the appropriation has been 
voted, it is customary for the President 
to allocate funds which are to be dis- 
bursed under this appropriation. This 
allocation can be adjusted to newly dis- 
covered circumstances from time to 
time. Once allocated, the funds are 
then transferred in monthly installments 
to the reserve account; these install- 
ments have been nearly equal from 
month to month, but, again, are sub- 
ject to some adjustment according to 
tax receipts, if that is deemed wise. 

The transfers represent accounting 
shifts rather than movements of cash. 
The amounts credited to the account 
- have been invested in special notes, or, 
to put it more technically, the Treasury 
issues 3 per cent special notes to the 
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fund and the cash is thus released to 
the general fund for the same purposes 
as other funds so held. 

At appropriate times in this process 
of debiting and crediting items, funds 
are made available to meet current dis- 
bursements. The sums so held at the 
present time are not large because only 
lump-sum benefits in small amounts are 
payable to the estates of covered work- 
ers who die, or to workers who become 
65 prior to 1942. Cash available for 
disbursements will, in the later years, 
amount to considerable sums as the an- 
nual benefits mount in volume. Mean- 
while, at yearly intervals, interest is 
transferred to the fund and is either 
reinvested or held against current dis- 
bursements. i 

As a result, looked at from an eco- 
nomic point of view, the sums collected 
under Title VIII taxes on pay rolls are 
eventually available either for current 
disbursements, for retirement of public 
debt, or for any other purpose for which 
funds in the Treasury can be used. 
Meanwhile, the liability of the old-age 
reserve account to meet benefits is re- 
corded as a solemn obligation of the 
United States Government on a par, in 
every respect, with the publicly held 
debt of the Federal Government. One 
result of these operations is that the 
publicly held debt is either retired or 
fails to rise as much as it otherwise 
would, since the receipts from Title 
VIKI taxes are available to the Treas- 
ury and replace other borrowings. 


PossisLE Bases oF CHANGE 


It is possible to conceive of different 
relationships set up to accomplish the 
same end, but they would be modifica- 
tions in procedure rather than in the 
economic elements of the situation. It 
might be possible, for instance, for the 
tax payments to flow directly into a 
fund. The investments in the future 
might, under the Act as now written, 
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include substantial amounts in Federal 
obligations bought in the open market. 

Changes of this sort would undoubt- 
edly meet a certain type of criticism at 
present leveled against some aspects of 
old-age insurance financing, but they 
would alter very little the economics of 
the situation, and would not enhance in 
any way the claims of the beneficiaries 
for future annuities. They would sim- 
ply make emphatic the way in which the 
reserve makes debt retirement possible. 
If workers contribute something toward 
their own annuities, their contributions 
must flow in to the Federal Government 
in advance of disbursement in annuities. 
Different types of accounting procedure 
might be used, but the economic influ- 
ence of contributions and their use on 
a loan basis by the Federal Government 
would remain substantially the same. 

Modifications in the benefit schedule 
and rates of contributions would, how- 
ever, alter the economics of the situ- 
ation, whether or not the accounting 
methods and legal responsibilities were 
altered. 

The earlier suggestions, in point of 
fact, focused on cutting the contribu- 
tion rates. Later suggestions have 
tended to stress increasing of the dis- 
bursements. It has been recognized 
that the tax rates are not high as com- 
pared with the cost of supporting the 
aged which the Nation must meet, 
whereas the scale of disbursement in the 
early years is small in comparison with 
the outlays which must be faced later. 
An expansion of benefits in the early 
years could be accomplished in a man- 
ner which would not greatly increase 
the ultimate load, but which would cer- 
tainly cut down the excess of contribu- 
tions over benefits and affect the reserve 
account both directly and indirectly. 

If we had reason to think that we 
were in a period of declining prices and 
of depressed production, a policy which 
would delay contributions might con- 
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ceivably be desirable. If, however, we 
are moving into a period of stable or 
rising prices and of increasing produc- 
tion, such a delay would be bad finance 
and bad social insurance, with little ex- 
cept the desires of shortsighted indi- 
viduals to commend it. 

Since it is impossible to forecast with 
certainty the curve of general economic 
developments in the years just ahead, 
the compromise adopted in the present 
plan seems reasonable; namely, the 
schedule of taxes is stepped up at three- 
year intervals. This means that all of 
those now approaching 65 will receive 
substantial unearned bonuses in their 
pensions, Younger workers will, in con- 
trast, pay over a lifetime substantial 
amounts in contributions. This provi- 
sion is a practical compromise with the 
theory of the system, and seems justi- 
fied in that it allows for a period of 
gradual adjustment to taxes which may 
be, in essence, somewhat deflationary, 
as are other taxes. 

Admitting that a change in the rate 
or timing of contributions will affect re- 
serve financing in important ways, we 
should also recognize that changes in 
the benefit schedule would be even more 
logical and impelling ground for alter- 
ing the financing of the system. 

Although it may prove, as a result of 
later experience, that a number of char- 
acteristics of the present scheme will 
need modification, it is unwise and il- 
logical to alter only one part of the 
system and to refuse to recognize the 
other changes which will come as a re- 
sult of inevitable interrelations of one 
phase or another. 


EARLY Payments May Br INCREASED 


It is considered possible by those who 
are watching this situation in the first 
phases of this development that some 
device can be worked out to reduce the 
discrepancies between early and later 
payments. It is clear, for instance, 
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that supplementary payments to wives 
would alter some of the financial rela- 
tionships. It has been thought that the 
introduction of an average wage base 
for benefits would increase the amounts 
paid to workers in the early years by 
divorcing benefits from the aggregative 
factor in the present system. Those 
workers retiring soon after 1942 would 
fare much better if such a change were 
made. 

It is apparent also that if protection 
against certain current risks were pro- 
vided for under the old-age insurance 
system, it would change both the 
amounts and the meaning of contribu- 
tions and benefits in different periods. 
It is also generally conceded that an 
expansion of coverage would make pos- 
sible a different program with regard 
to government participation in later 
expenditures. 

If all productive persons were brought 
under the system, it would be reason- 
able to ask the Federal Government in 
a later period to finance a portion of the 
liability directly. The expense of this 
subsidy cannot be determined in ad- 
vance; but theorists, as well as legis- 
lators, recognize arguments in favor of 
such a distribution of the burden. The 
interest on the reserve can be regarded 
as a subsidy only to the extent that it 
exceeds amounts which would otherwise 
be paid on the Federal debt. 


FALSE SYMBOLS CAUSE CONFUSION 

The criticisms of the reserve account 
have made the figure $47,000,000,000 
a symbol and a battle cry which has 
stirred the emotions and excited the 
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fears of many millions of persons. An 
artificial distinction between “bonds” 
and “LO.U.’s” has been created by 
critics and used in a derogatory man- 
ner. Many of the critics have, for the 
first time, ventured into the realm of 
technical financial procedures. The re- 
sult has been a confusion of comment 
which is difficult to get straight at the 
present time. It would be deplorable if 
ill-judged comment and the doubts of 
the uninitiated should have more influ- 
ence in the reshaping of the financial 
program than the enlightened and care- 
fully considered thinking of economists. 
It is to be hoped that this will not be 
the case. 

Admittedly, there are adjustments 
which can be made and which the expert 
in monetary science and in financial 
statesmanship can well set before the 
government administrators and experts. 
It would be undesirable to carry for- 
ward an inflexible or deflationary sys- 
tem in time of severe recession. Obvi- 
ously, no transactions carried out on a 
large scale to protect by insurance only 
a.part of the citizens, while coverage 
is still limited, should be allowed to 
dominate the welfare and the financial 
conditions which affect the Nation as 
a whole. 

It is certain that changes of various 
sorts will be made, that new facts will 
be discovered, and that later adjust- 
ment will be essential. It is never- 
theless true that the present system, 
applied to present conditions, can be 
honestly defended by sensible persons 
who have the real interest of social 
insurance at heart. 


Eleanor Lansing Dulles, Ph.D., is chief of the Divi- 
sion of Old-Age Benefits Research, Bureau of Re- 
search and Statistics, Social Security Board, Washing- 
ton, D. C., and a member of the Correspondence 
Commitiee on Social Insurance of the International 
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‘Some Aspects of the Reserve Program 


By M. ALBERT Linton 


‘A S THE discussion of the reserve 
features of the Federal old-age 
insurance program has progressed, it is 
coming. more and more to be realized 
that the thinking which led to the adop- 
tion of the “self-supporting” reserve sys- 
tem in the first place is one of the major 
reasons why that program fails to em- 
body some of the features essential to a 
sound, enduring, old-age security meas- 
ure. The present setup relies so much 
upon the concepts of private life insur- 
ance that it is found wanting when 
judged by social insurance standards. 

On account of space limitations it will 
be possible to discuss only the contribu- 
tory part of the old-age security pro- 
gram. Even though we are considering 
the reserve problem, it would be inter- 
esting and pertinent to discuss the free 
old-age assistance pensions provided by 
the law, their size in comparison with 
the old-age insurance benefits, and the 
methods of financing their probable 
heavy costs over the years. 

The contributory insurance plan ap- 
plies, generally speaking, to those em- 
ployed in commerce and industry, and 
is supported by pay-roll taxes, paid 
‘equally by employees and employers, 
starting in 1937 at 2 per cent of pay 
rolls and rising at three-year intervals 
to a maximum level of 6 per cent in 
1949. The cost of the benefits will rise 
from relatively small figures to an 
estimated annual outlay of some 
$3,500,000,000 about forty years hence. 
Unfortunately there is accumulating evi- 
dence that this figure may have been 
underestimated, so that we must be pre- 
pared for still larger estimates as more 
adequate basic data become available. 
Toward meeting the old-age- insurance 
payments there will be estimated re- 


ceipts from the 6 per cent pay-roll taxes 
amounting to about $2,100,000,000 a 
year, so that some $1,400,000,000 a year 
will have to be provided from other 
sources. 

Those who formulated the insurance 
plan thought that this latter burden 
should not be thrown upon general tax 
revenues without some quid pro quo. 
Therefore they proposed to make the 
plan “self-supporting” by using pay-roll 
taxes to purchase existing government 
debt for the benefit of the insurance 
plan, so that later on, 3 per cent interest 
on that debt could be used to pay bene- 
fits. In that future day it would there- 
fore not be necessary to pay interest on 
the government debt to private holders 
and at the same time to make an old-age 
insurance appropriation of $1,400,000,- 
000 from general revenue funds. The 
double burden would be very heavy. If 
the government securities purchased for 
the benefit of the insurance plan could 
be brought up to a total of $47,000,000,- 
000, 3 per cent interest thereon would 
exactly equal the $1,400,000,000 re- 
quired to meet the excess of old-age ben- 
efit payments over pay-roll tax receipts. 
Since the government debt has about 
doubled in six years and is now ap- 
proaching $40,000,000,000, the possi- 
bility of finding government securities 
sufficient to complete the quota of $47,- _ 
000,000,000 does not overtax the imag- 
ination. 


IMPLICATIONS OF RESERVE THEORY 


Some of the implications in this the- 
ory are quite interesting. For example, 
it would not be necessary for general 
revenue funds ever to be called upon to 
retire the principal of the government 
debt. The debt, as we have seen, would 
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_ Ďe purchased for the benefit of the in-. 
surance plan, thus creating the much- 
discussed reserve fund. However, gen- 
eral revenue funds would later be called 
upon to provide interest on this debt, 
which would then promptly be used to 
pay old-age insurance benefits. The 
` general taxpayers of the country would 
therefore in effect be contributing some 
$1,400,000,000 a year to the old-age in- 
surance plan, even though the money in 
the first place were earmarked as inter- 
est. The philosophy might be expressed 
something like this: Since old-age insur- 
ance income will relieve general tax- 
payers as a class from having to raise 
money to. pay off the principal of the 
government debt, it is reasonable to ask 
future general taxpayers to raise money 
in perpetuity to pay 3 per cent interest 
each year on that debt for the benefit of 
the old-age insurance plan. 
Looking at the problem from another 
‘angle, we may ask why it is necessary 
to have any such guid pro quo to justify 
future contributions from general tax- 
payers to support the insurance system. 
Every comprehensive contributory pen- 
sion program in Europe receives appro- 
priations from general revenue funds on 
the theory that the existence of the pro- 
gram is of benefit to the country gen- 
erally. One answer to the question fur- 
nished by the reserve advocate is that 
those included in the insurance plan 
constitute a limited proportion of the 
working population—perhaps less than 
60 per cent—so that it is not fair to ask 
the country as a whole to contribute for- 
the benefit of the limited group. 
_ The reply to that argument, as I see 
` it, is that no plan should ever have been 
set up on the theory that such large 
groups as farm labor and domestic serv- 
ants would never be included in it. We 
would have done well to proceed on the 
theory that within a few years they 
would be brought in under some work- 
able plan, as they have been in various 
. es 
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European systems, thus opening the way 
for future appropriations from general 
revenue funds. Instead, we proceeded 
on the opposite theory and set up a sys- 
tem which, because it was planned to be 
“self-supporting,” does not perform one 
of the primary missions of a social in- 
surance program, which is to make rea- 
sonable provision for its beneficiaries 
from the very start. 


SOCIAL INSURANCE PRINCIPLES 


That cardinal tenet of social insur- 
ance is violated by the present old-age 
insurance plan. Its relatively adequate 
benefits are for the most part being re- 
served for the distant future. For ex- 
ample, the estimated average old-age 
pension payable at the start in 1942 is 
only $17 a month as against an esti- 
mated average of $44 in 1980, with a 
gradual step-up over the intervening 
years. This feature of the present law 
will, in the judgment of many students 
of the problem, lead to its downfall if 
it is not promptly corrected. The peo- 
ple of this country, just like the people 
of Europe, want social insurance to do 
a social insurance job. To appreciate 
that this is true, observe the wide sup- 
port accorded old-age pension proposals 
say of the straight $30-a-month-per-in- 
dividual, $60-a-month-per-couple vari- 
ety. And if the old-age insurance plan 
is not amended to harmonize with social 
insurance principles, it is in danger, I 
believe, of being superseded by some 
form of noncontributory pension which 
will be unsatisfactory from many points 
of view, and in particular from the point 
of view of the national budget. In pass- 
ing, it may be mentioned that $30 a 
month to each of the eight million peo- 
ple now aged 65 or over would cost 
nearly $3,000,000,000 a year, or about 
one-half the total amount now being 
raised by Federal taxation. 

It is interesting to relate the proposal 
for larger benefits in the early years of 
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the old-age insurance plan to the prac- 
tice of private business organizations in 
setting up group pension plans for their 
own employees. No such organization, 
if it could possibly find the money to 
do otherwise, would set up a pension 
scheme which paid the first workers who 
retired after long years of service an 
average of $17 a month, if the contem- 
plated average a generation hence were 
$44, The organization would seek the 
money to provide more adequately for 
the middle-aged and older workers, by 
taking care of the so-called “accrued 
liabilities,” thereby raising the initial 
pensions more nearly to the ultimate 
level. That, in general, is the broad 
principle upon which the benefit sched- 
ule in the present law should have been 
based. 

We can see the operation of this prin- 
ciple in Great Britain. Under her con- 
tributory old-age plan she paid from the 
start what she proposes to pay in the 
future, namely, $22 a month per aged 
couple, or half that amount per single 
individual, the eligible age being 65. 
She believes in doing now what she can 
afford to do, and not in paying pensions 
at the start which compare unfavorably 
with those to be paid a generation hence. 


Cost oF INCREASED BENEFITS 


One of the first questions that come 
to mind in considering increased bene- 
fits in the early years is their cost. 
Would it be necessary to increase the 
pay-roll taxes? The answer is no, pro- 
vided we abandon the plan of using pay- 
roll taxes to purchase the government 
debt. It would, of course, not be pos- 
sible to increase early benefits and at 
the same time maintain the reserve pro- 
gram without imposing an undue burden 
of taxation. 

Under the present benefit schedule 
the estimated average old-age pension 
will reach $30 by about the year 1962. 
If, simply for the purpose of illustration, 
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the average of $30 should apply from 
the year 1940 on, the estimated cost ex- 
pressed as a percentage of pay rolls 
would be as follows: l 


Cost as Per Cent Pay-roll Tax as 


Year of Pay Rolls Per Cent of Pay Rolls 
1940 1.4 3 
1945 21 4 
1950 2.9 6 
1960 4.4 6 
1970 5.4 6 
1980 6.6 6 


It is evident that under a program of 
this kind the average $30 pension could 
be paid until 1962 with much lower 
rates of tax than are now provided by 
the law, and at the same time workers 
now middle aged and older could be 
more adequately provided for. This ex- 
ample is not presented with the thought 
that the particular figure of $30 should 
be adopted from the start. It simply 
throws light upon the possibility of in- 
creasing early benefits well within the 
tax rates provided by the law. 

Advocates of the reserve system of 
financing oppose its abandonment be- 
cause they feel that the plan should be 
“fully financed” from the start. That 
is to say, they want advance provision 
to be made for meeting future costs 
without resort to appropriations from 
general revenue funds. To visualize 
what is meant, we may imagine our- 
selves transported to that distant year 
1980 when the estimated benefit pay- 
ments will be running at a rate of $3,- 
500,000,000 a year and the estimated 


-pay-roll tax receipts at $2,100,000,000. 


A “fully financed” system must provide 
for the spread of $1,400,000,000 be- 
tween the two figures. The reserve ad- 
vocates would have this sum provided 
by interest on government securities 
held in a reserve fund. They do not, 
however, specify how the interest is to 
be raised. No specific taxes are pro- 
posed in the sense that the 6 per cent 
pay-roll taxes are prescribed. It is sim- 
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ply provided that sufficient taxes of 
some now unspecified nature shall be 
levied to provide interest to be used to 
pay pensions. 

Those opposed to the reserve proce- 
dure maintain that this method of 
financing does not in any sense relieve 
the general taxpayers of the future of 
any burdens, unless the existing publicly 
held debt is actually retired from public 
hands and lodged in the reserve fund— 
thus avoiding the previously mentioned 
double burden of interest on the debt 
plus general revenue appropriations to 
the old-age insurance system. Hence 
the consequences of adopting a “fully 
financed” plan hinge upon the question 
as to who should be called upon to retire 
existing publicly held government debt 


—general taxpayers, or employers and. 


employees who will be asked to pay 
pay-roll taxes in excess of the sums cur- 
rently required to meet insurance benefit 
payments. Those favoring the current 
cost system believe that the debt should 
be handled in the normal way out of the 
margins of balanced budgets, and not 
retired out of proceeds of pay-roll taxes. 
The reserve advocates believe the re- 
verse, and there the argument stands. 
Because the consequences of adopting 
the one plan or the other have such far- 
reaching effects upon the scale of the 
benefits that can be provided by the 
system, the question is far from being 
academic. 


Honest BOOKKEEPING? 


Another claim of the reserve advo- 
cates is that “honest bookkeeping” re- 
quires the maintenance of a reserve 
account in order to show that the Gov- 
ernment owes a debt to millions of its 
people. In considering this claim one 
cannot but recall that bookkeeping is a 
process of keeping financial records and 
of presenting financial assets and liabil- 
ities, and that it does not concern itself 
primarily with the ways and means of. 
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. raising the money to support the enter- 


prise for which the books are kept. 

Perhaps a major function of honest 
bookkeeping would be to portray the 
actuary’s estimates of the accruing lia- 
bilities of the old-age insurance system. 
To understand what that means, we 
may again look forward to the year 
1980 to which so many of the calcula- 
tions are extended. If we should as- 
sume that the then estimated annual 
benefit payments would continue indefi- 
nitely at the level of $3,500,000,000 and 
that 3 per cent interest would be earned 
on invested funds, an elementary calcu- 
lation would show that the present value 
of the future benefit payments extend- 
ing in perpetuity would be $117,000,- 
000,000. That is to say, an invested 
fund of that magnitude earning 3 per 
cent interest would each year in the fu- 
ture yield an income of $3,500,000,000. 
If no specific income from other sources 
were anticipated to help meet the pen- 
sion outgo of $3,500,000,000 a year, the 
sum of $117,000,000,000 would be the 
reserve liability as of 1980. 

However, the plan calls for 6 per cent 
pay-roll taxes each year. By 1980 sup- 
pose these are running at the rate of 
$2,100,000,000 a year and that they will 
continue indefinitely at that level. Their 
present value on the same 3 per cent in- 
terest basis would be $70,000,000,000, 
and this sum could be offset against the 
liability of $117,000,000,000, thus pro- 
ducing the highly publicized $47,000,- 
000,000 reserve, the contemplation of 
which has released a veritable torrent of 
printer’s ink. The meaning of this fig- 
ure, thus arrived at, is that the spread 
between income and outgo of the pen- 
sion system would be provided for by 
a fund of $47,000,000,000 invested to 
yield 3 per cent and therefore producing 
$1,400,000,000 a year. 

To make such calculations might be 
considered a function of “honest book- 
keeping,” and if properly publicized, the 
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country would have some conception of | 


the accrued liabilities of the system— 
although I should be surprised if one 
out of ten thousand voters would really 
comprehend what it all meant. For my- 
self, I should prefer a table showing the 
estimated annual income and outgo over 
_the years, thus revealing the amounts 
that must be provided from general rev- 
enue funds, just as interest on the gov- 
ernment debt, for example, must be 
provided. 

Having arrived at the $47,000,000,- 
000 figure in the process of keeping the 
books honestly, we would ask the re- 
serve advocates whether they propose 
actually to create a fund of that magni- 
tude by levying excess pay-roll taxes. 
If they say yes, then the argument be- 
gins all over again as to who should be 
asked to retire the national debt. If 
they say no, that it was merely their 
intention that the bookkeeping or actu- 
arial process should show that the ac- 
crued liability amounted to $47,000,- 
000,000, then of course there will be 
no further argument, and the current 
cost and reserve advocates can go mer- 
rily forward arm in arm. It is when 
“honest bookkeeping” gets mixed up 
with specific taxation proposals that 
trouble begins. 


Tue BRITISH PATTERN 


It is interesting to review what Sir 
Alfred Watson, government actuary in 
Great Britain, had to say about the 

` British contributory old-age insurance 
plan. At the outset that plan, as pre- 
viously noted, paid exactly the same rate 
of pension as it is now paying and is 
promising for the future. That meant 
that from the start the system had to 
be supported by current appropriations 
from general revenue funds. Sir Al- 
fred estimated the accrued liabilities as 
amounting to several hundred million 
pounds sterling. This was the sum 
which would have been accumulated had 
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the system been in effect for a long time 
and had contributions been levied upon ` 
an actuarially self-supporting basis. 
However, the system was new, no fund 
had been accumulated, and therefore he 
pointed out that the annual appropria- 
tions to the pension system could be 
considered in effect as approximating 
the interest that would have been earned 
upon a reserve fund had it been in ex- 
istence. That is the kind of a reserve— 
except for a proper contingency or 
equalization fund—I would advocate for 
our system. 

In connection with Sir Alfred’s report 
it should be noted that he did not rec- 
ommend a program to place the British 
system upon a self-supporting reserve 
basis by levying taxes sufficient to ac- 


-cumulate a large reserve fund by some 


date thirty or forty years distant. To 
do that, it would have been necessary 
to hold down benefit payments in the 
early years, as the double burden of 
relatively adequate early benefits plus 
the amounts required to accumulate the 
reserve would have borne too heavily 
upon the nation’s budget. As we have 
already seen, our plan involved the ac- 
cumulation of a reserve fund at the ex- 
pense of benefits in the early years, and 
thereby prevented the system from per- 
forming the social insurance task it 
should have performed. 

In connection with the practical ap- 
plication of our reserve theory it should 
be pointed out that when the Federal 
budget is unbalanced, the theory breaks 
down. A primary purpose of building a 
reserve fund, as already mentioned, was 
to avoid the double burden of interest 
on publicly held debt plus appropria- 
tions from general revenue funds to the 
old-age insurance system. When the 
Government borrows money from the 
reserve fund and uses it for current pur- 
poses and not to reduce publicly held 
debt, no lightening of future burdens is | 
accomplished. In fact, future interest 

kd 


SOME ASPECTS OF THE RESERVE PROGRAM 


outgo is increased so that it will be 
harder instead of easier to pay pen- 
sions. 


A WARNING 


In conclusion, an emphatic warning 
should be given against raising benefits 
. during the early years of operation of 
our old-age insurance plan without be- 
ing exceedingly cautious about making 
promises as to what will be paid thirty 
or forty years hence. Promises which 
cannot be fulfilled lead only to disap- 
pointment and confusion. It would be 
wise to pay: during the next twenty years 
what we can afford to pay, and not to 
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be overgenerous in making promises for 
our children and grandchildren to carry 
out. If this generation pays reasonable 
pensions out of current pay-roll taxes 
and handles the existing national debt 
in a sound manner, future generations 
will be in a favorable position to make 
what they will consider proper provision 
for those then aged. Any attempt on 
our part now to forecast what that pro- 
vision should be is likely to be futile and 
in addition to divert attention from our 
paramount task of making reasonable 
provision for the aged who are the 
current responsibility of this present 
generation. 


` 
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Readings on Social Security 


By Russet, H. Kurtz and Donato S. Howarp 


HE student of the social security 

and correlative programs (includ- 
ing the Works Program and general 
state provisions for public welfare) will 
find the following bibliographies help- 
ful: Some Basic Readings in Social Se- 
curity, Selected List of Publications, 
and Selected List of References on Un- 
employment Compensation and Related 
Subjects (Social Security Board, 1937 
and 1938); List of References on Un- 
employment Compensation and Its Re- 
lation to Relief (Works Progress Ad- 
ministration, 1938); Selected Titles on 
Public Welfare (American Public Wel- 
fare Association, 1939); Social Secur- 
_ ity: Selected List of References on 
Unemployment, Old Age and Health 
Insurance (Princeton University, Indus- 
trial Relations Section, 1936); Ameri- 
can Youth: An Annotated Bibliography 
(American Youth Commission, Ameri- 
can Council on Education, 1938); Child 
Welfare Bibliography (Child Welfare 
League of America, 1937); Selected 
List of Publications (U. S. Children’s 
Bureau, 1938), and Publications ... 
(U. S. Department of Labor, 1937). 
In addition, many of the books referred 
to in later sections contain bibliog- 
raphies. 


GENERAL 


Forces leading up, to the passage of 
the Social Security Act (the legal base 
upon which much of the present secur- 
ity program is built) may be better 
understood by reference to President 
Roosevelt’s Messages of June 8, 1934, 
and January 17, 1935; the Report of 
the President’s Committee on Economic 
Security (1935); the Congressional 
Hearings on the Act (1935); the Act 
itself (1935); and the later publication 


Social Security in America: the Factual 
Background of the Social Security Act 
as Summarized from Staff Reports to 
the Committee on Economic Security 
(Social Security Board, 1937). De- 
cisions as to the constitutionality. of the 
Act were rendered by the United States 
Supreme Court in 1936 (301 U. S., 495 
ff., 548 ff., and 619 ff.). 

Analyses of the provisions of the Act 
are contained in a series of Informa- 
tional Service Circulars and other publi- 
cations of the Social Security Board. 
Recent recommendations for revising 
the Act may be found in the Report 
of the Board’s Advisory Committee 
(1938); the Report of the Special Sen- 
ate Committee to Investigate Unem- 
ployment and Relief (1939); * a special 
Report of the Board itself to the Presi- 
dent (1939); and the Message of the 
President to Congress (January 16, 
1939). 

Operation of the program since 1935 
may be traced in the Annual Reports of 
the Social Security Board and the Chil- 
dren’s Bureau, principal Federal agen- 
cies responsible for its administration. 
In addition, two monthly publications, 
Social Security Bulletin and The Child, 
issued by the Board and the Bureau re- 
spectively, contain invaluable data. 

State and local administration of se- 
curity and related provisions is recorded 
in periodicals, reports, and interpreta- 
tive publications issued by state and 
local administering agencies. Special 
commissions in a number of states? 
have recently made comprehensive rec- 
ommendations regarding organization, 


ł See also the Hearings before the Commit- 
tee (2 vols., 1938). 

2 Notably Michigan, New York, Pennsyl- 
vania, and Wisconsin. 
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financing, and legislation. The follow- 
ing administrative reports of relatively 
recent date are of interest: 


Cann, Frances, and H. V. Bary. Wel- 
fare Activities of Federal, State, and 
Local Governments in California 1850- 
1934. Pp. 422. Berkeley: University 
of California Press, 1936. 

MacNeit, Doveras H. Seven Years of 
Unemployment Relief in New Jersey 
1930-1936. Pp. 307. Washington, D. 
C.: Committee on Social Security, So- 
cial Science Research Council, 1938. 

ScHNEIDER, Davin M. The History of 
Public Welfare in New York State 1609- 
1866. Pp. 395. Chicago: University of 
Chicago Press, 1938. 

PENNSYLVANIA STATE DEPARTMENT OF 
Wetrare. Poor Relief Administration 
in Pennsylvania. Pp. 302. Harrisburg: 
the Department, 1934. 


State poor-law administration? has 
been well described in a number of 
monographs issued by the University of 
Chicago Press. 

Data on expenditures for assistance 
and relief over relatively long periods 
have been presented in two recent re- 
ports: Trends in Different Types of 
Public and Private Relief in Urban 
Areas, 1929-35, by Emma A. Winslow 
(Children’s Bureau, 1937); and Trends 
in Relief Expenditures 1910-1935, by 
Anne E. Geddes (Works Progress Ad- 
ministration, 1937). 

Nongovernmental publications dealing 
with more than one phase of the Na- 
tion’s whole social security, relief, and 
work programs * include: 


ABBOTT, EDITH. Public Assistance: Select 
Documents with Introductory Notes. 
Pp. about 1000. Chicago: University of 
Chicago Press (in press). 

AMERICAN ASSOCIATION FOR SOCIAL SE- 


3 In Indiana, Kansas, Michigan, Montana, 
Ohio, and Rhode Island. 

* Nongovernmental publications dealing with 
a single phase are listed categorically in later 


sections, 
e 
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CURITY. Social Security in the United 
States. (Annual Proceedings, 1933 
through 1938.) New York: the Asso- 
ciation. 

AMERICAN ASSOCIATION OF SOCIAL WORK- 
ERS. An Outline of the Position of the 
American Association of Social Workers 
in Respect to Governmental Employ- 
ment, Social Insurance and Assistance 

_ Programs. Pp. 4. New York: the As- 
sociation, 1938. 

AMERICAN PuBLIC WELFARE ASSOCIATION. 
Handbook on Public Welfare Legisla- 
tion. Chicago: the Association (in 
preparation). 

. Public Welfare Administration. By 
Marietta Stevenson. Pp. 352. New 
York: The Macmillan Co., 1938. 

ARMSTRONG, BARBARA NACHTRIEB. Insúr- 
ing the Essentials. Pp.717. New York: 
The Macmillan Co., 1932. 

Bossarp, James H. S. Social Change and 
Social Problems. Rev. ed. Pp. 823. 
New York: Harper and Brothers, 1938. 

BRECKINRIDGE, SoOPHONISBA P. Public 
Welfare Administration in the United 
States: Select Documents with Intro- 
ductory Notes. Rev. ed. Pp. 1050. 
Chicago: University of Chicago Press, 
1938. 

Burns, EvELINE M. Toward Social Se- 
curity, Pp. 269. New York: Whittle- 
sey House, 1936. 

Cotcorp, Joanna C. Your Community: 
Its Provision for Health, Education, 
Safety, and Welfare. Pp. 249. New 
York: Russell Sage Foundation, 1939. 

Community CHESTS AND Councizs, INC., 
NATIONAL CITIZENS’ COMMITTEE OF THE 
MOBILIZATION FOR Human NerEDS. “Pro- 
gram on Relief and Public Welfare,” 
News Bulletin, Jan. 1938, pp. 3—4. 

Douctas, PAUL H. Social Security in the 
United States. Pp. 384. New York: 
Whittlesey House, 1936. 

EPSTEIN, ABRAHAM. Insecurity: A Chal- 
lenge to America. Rev. ed. Pp. 821. 
New York: Random House, 1936. 

Kurtz, Russert H. (Ed.) The Public 
Assistance Worker. Pp. 224. New 
York: Russell Sage Foundation, 1938. 

——. Social Work Year Book, 1939. Pp. 
730. New. York: Russell Sage Founda- 
tion, 1939. 





~ 


192 


Mirus, Harry A. and R, E. Montcom- 
ERY. Labors Risks and Social Insur- 
ance. Pp. 453. New York: McGraw- 
Hill Book Co., 1938. 

MILLSPAUGH, ARTHUR C. Public Welfare 
Organization.. Pp. 700. Washington, 
D. C.: Brookings Institution, 1935. 

NATIONAL CONFERENCE OF Social Work. 


Proceedings. Chicago: University of 
Chicago Press. See also Index 1874- 
1933. 1935. 


Rusinow, Isaac M. The Quest for Se- 
curity. Pp. 638. New York: Henry 
Holt and Co., 1934. 

STEWART, MAXWELL S. Social Security. 
Pp. 320. New York: W. W. Norton and 
Co., 1937. 


Warre House CONFERENCE ON CHILD | 


Committee 
New York: The 


HEALTH AND PROTECTION. 

Reports. 38 vols. 

Century Co., 1930-33. 

White House Conference, 1930. 
Addresses and Abstracts of Committee 
Reports. Pp.. 365. New York: The 
Century Co., 1930. 

Wyatt, BIRCHARD E., and W. H. WANDEL. 
The Social Security Act in Operation. 
Pp. 382. Washington, D. C.: Graphic 
Arts Press, Inc., 1937. 


Periodicals which frequently carry 
significant contributions on the subjects 
under consideration here include: § Tke 
American Federationist; The American 
Labor Legislation Review; The Annals 
of The American Academy of Political 
and Social Science; The Family; 
Monthly Labor Review; Public Welfare 
News; Social Security; Social Service 
Review; Social Work Today; Survey 
Graphic; Survey Midmonthly; and The 
‘Transient. 


- THE UNEMPLOYED 


Federal Jaws upon which national un- 
employment relief programs have been 
based include: the Federal Emergency 
Relief Act of 1933 and the Emergency 


5 Since articles contained in these publica- 
tions may be discovered easily by reference to 
easily accessible indexes, no further references 
are made to them in this bibliography, 
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Relief Appropriation Acts of 1935, 
1936, 1937, and 1938, respectively, to- 
gether with intervening, supplemental 
measures—the most recent of which is 
the resolution ‘approved February 4, 
1939. Hearings held before House and 
Senate Committees considering these 
acts and the unsuccessful Costigan- 
LaFollette bill of 1932 throw consid- - 
erable light on questions involved. 

The Federal Emergency Relief Ad- 
ministration’s (F.E.R.A.) program and 
that of the Civil Works Administration 
are best reflected in the Monthly Re- 
ports of the F.E.R.A. and the Chro- 
nology of the Federal Emergency Relief 
Administration (Works Progress Ad- 
ministration, 1937). The Reports in- 
clude topical articles and statistics on 
various phases of emergency programs 
in operation between 1933 and 1936 and 
contain rules and regulations governing 
them. 

The Works Progress Administration’s 
activities are reflected in recurrent Re- 
ports on Progress of the Works Program 
and the recently published Inventory: 
An Appraisal of the Resulis of the 
Works Progress Administration (1938). 
Research monographs, bulletins, and 
special reports issued by various di- 
visions of the W.P.A. provide valuable 
information. 

Nongovernmental publications on un- 
employment, relief, and work programs 
include the following: 


AMERICAN ASSOCIATION OF SociaL WORK- 
ERS. This Business of Relief. Pp. 179. 
New York: the Association, 1936. 

ANDERSON, Nets. The Right to Work. 
Pp. 152. New York: Modern Age 
Books, 1938. 

Cotcorp, Joanna C. Cash Relief. Pp. 
263. New York: Russell Sage Founda- 
tion, 1936. 

Doveras, PauL H., and AARON DIRECTOR. | 
The Problem of Unemployment. Pp. 
505. New York: The Macmillan Co., 
1931. 

Horxins, Harry L. Spending to Save, 
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Pp. 197. New York: W. W. Norton and 
Co., 1936. 

Ickes, Harotp L. Back to Work: The 
Story of PWA. Pp. 276. New York: 
The Macmillan Co., 1935. 

Kaun, DorotHy C. Unemployment and 
Its Treatment in the United States. Pp. 
105. New York: American Association 
of Social Workers, 1937. 

Lane, Marre Drespen, and FRANCIS 
STEEGMULLER. America on Relief. Pp. 
180. New York: Harcourt, Brace and 
Co., 1938. 

Mittetr, Jonn D. The Works Progress 
Administration in New York City. Pp. 
228. Chicago: Public Administration 
Service, 1938. 

Unsicnep. “Unemployment in 1937,” 
Fortune, 16: 99 ff., Oct. 1937. 

Wuite, R. Crype and M. K. Research 
Memorandum on Social Aspects of Re- 
lief Policies in the Depression. Pp. 173. 
New York: Social Science Research 
Council, 1937. 


Federal and state provisions regard- 
ing unemployment compensation are 
presented in a number of the Social Se- 
curity Board’s publications, such as Un- 
employment Compensation: What and 
Why? (1937) and Analysis of State 
Unemployment Compensation Laws 
(1938). Interstate aspects of unem- 
ployment compensation are emphasized 
in the Annual Reports of the Interstate 
Conference of Unemployment Com- 
pensation Agencies issued by the Social 
Security Board. Federal tax provisions 
relating to unemployment compensation 
are presented in the Bureau of Internal 
Revenue’s Regulations 90 and its recur- 
rent Bulletin. 

Nongovernmental publications of im- 
portance relating to unemployment com- 
pensation are: 


Burns, Evetine M. “Unemployment 
Compensation in the United States,” 
International Labour Review, 37: 584- 
617, May 1938. 

MartscHeck, WALTER, and R. C. ATKIN- 
son. The Administration of Unemploy- 
ment Compensation Benefits in Wiscon- 
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sin July 1, 1936, to June 30, 1937. Pp. 
92. Chicago: Public Administration 
Service, 1937. 

STEWART, Bryce M. Planning and Admin- 
istration of Unemployment Compensa- 
tion in the United States: A Sampling of 
Beginnings. Pp. 665. New York: In- 
dustrial Relations Counselors, Inc., 1938. 

Weiss, Harry. “Unemployment Preven- 
tion Through Unemployment Compensa- 
tion,” Political Science Quarterly, 53: 
14-35, March 1938. 


Public employment services rendered 
in co-operation with the United States 
Employment Service are described in its 
Annual Reports (printed with those of 


_ the Secretary of Labor); in its recurrent 


Survey of Employment Service Informa- 
tion, and in the monthly Employment 
Service News. Laws Relating to Em- 
ployment Agencies in the United States, 
a publication of the Bureau of Labor 
Statistics (1937), is an important docu- 
ment. 

Nongovernmental sources on public 
employment services include the follow- 
ing: 


ATKINSON, Raymonp C., and others. Pub- 
lic Employment Service in the United 
States. Pp. 482. Chicago: Public Ad- 
ministration Service, 1938. 

HARRISON, SHELBY M., and ASSOCIATES. 
Public Employment Offices. Pp. 685. 
New York: Russell Sage Foundation, 
1924, 

Rocers, Tuomas W., and H. E. MARSH. 
Public Employment Offices and Labor 
Exchanges. An annotated bibliography. 
Pp. 210. Bloomington: Indiana Uni- 
versity, School of Business Administra- 
tion, 1935. 


Public works and their role in miti- 
gating the effects of depressions and un- 
employment, discussed in a number of 
references already cited, are also dealt 
with in these governmental documents: 


CLARK, Joun Maurice. Economics of 
Planning Public Works: A Study Made 
for the National Planning Board of the 
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Federal Emergency Administration of 
Public Works. Pp. 194. Washington, 
D. C.: Government Printing Office, 
1935. 

FEDERAL EMERGENCY ADMINISTRATION OF 
Pusric Works. Accomplishments, Re- 
print from: U. S. Congress (74th, 2d 
Session), Senate, Hearings . . . on H.R. 
12624. Washington, D. C., 1936. 

Bibliography of PWA Publications 
and Official Documents Pertaining to 
PWA. Rev. ed. Pp. 20. 1938. 

U. S. Bureau or LABOR STATISTICS. 
P.W.A. and Industry: A Four-Year 
Study of Regenerative Employment. 
Pp. 28. Washington, D. C., 1938. 


Censuses having a bearing on unem- 
ployment and relief include: 


U. S. Bureau or THE Census. Unem- 
ployment 1930. 2 vols. Washington, 
D. C., 1931-32. 

FEDERAL EMERGENCY RELIEF ADMINISTRA- 
TION. Unemployment Relief Census Oc- 
tober 1933. 3 parts. Washington, D. 
C., 1934-35. 

CENSUS OF PARTIAL EMPLOYMENT, UNEM- 
PLOYMENT, AND OCCUPATIONS: 1937 
(John D. Biggers, Administrator). Fi- 
nal Report on Total and Partial Employ- 
ment. Pp. 135. Washington, D. C.: 
Government Printing Office, 1938. 


Special problems of agricultural areas 
are treated in the following govern- 
mental reports: 


Works PROGRESS ADMINISTRATION. Mis- 
cellaneous reports on distress, relief, and 
rehabilitation in rural areas. Washing- 
ton, D. C., 1935 et seg. 

FARM SECURITY ADMINISTRATION. Annual 
Reports. Washington, D. C. 

-——. Disadvantaged Classes in American 


Agriculture. By Carl C. Taylor, H. W. 
Wheeler, and E. L. Kirkpatrick. Pp. 
124. 1938. 

Nongovernmental publications on 


these same problems include: 


BRUNNER, E. DES., and IRVING Lorce. 
Rural Trends in Depression Years. Pp. 
387. New York: Columbia University 
Press, 1937. 
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Core, W. E., and H. P. Crowe. Recent 
Trends in Rural Planning. Pp. 579. 
New York: Prentice-Hall, Inc., 1937. 

Opum, Howarp W. Southern Regions of 
the United States. Pp. 664. Chapel 
Hill: University of North Carolina Press, ` 
1936. 


Special problems of transiency, mi- 
grants, and the homeless are treated in 
the following reports issued by Federal 
and state agencies: 


WORKS PROGRESS ADMINISTRATION. Mis- 
cellaneous reports on migrants, tran- 
sients, and homeless. Washington, D. 
C., 1935 et seq. 

U. S. DEPARTMENT oF LaBor. Migration 
of Workers: Preliminary Report of the 
Secretary of Labor. 2 vols. Washing- 
ton, D. C., 1938. 

New York STATE DEPARTMENT OF So- 
CIAL WELFARE. Compilation of Settle- 
ment Laws of all States in the United 
States. By Harry M. Hirsch. Rev. ed. 
Pp. 40. Albany: the Department, 1938. 


Nongovernmental publications on spe- 
cial problems of transients and migrancy 
include: 


COMMITTEE ON CARE OF TRANSIENT AND 
Hometess. After Five Years: The Un- 
solved Problem of the Transient Unem- 
ployed, 1932-1937. Pp. 12. New York: 
the Committee, 1937. 

GOODRICH, CARTER L., and others. Migra- 
tion and Economic Opportunity. Pp. 
763. Philadelphia: University of Penn- 
sylvania Press, 1936. 

Lowry, Epiru E. (Compiler). Migrants 
of the Crops: They Starve That We 
May Eat. Pp. 72. New York: Council 
of Women for Home Missions and Mis- 
sionary Education Movement, 1938. 

Reep, ELLERY F. Federal Transient Pro- 
gram: An Evaluative Survey. Pp. 143. 
New York: Committee on Care of Tran- 
sient and Homeless, 1934. 


THE AGED . 


Problems of the aged, and insurance 
and assistance provisions to meet them, 


are dealt with in numerous Federal and 
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state documents. Bulletins of the So- 
cial Security Board explain both the old- 
age insurance and old-age assistance 
provisions of the Social Security Act 
and present analyses of state plans for 
old-age assistance. In addition, publi- 
cations of the Bureau of Internal Reve- 
nue, especially Regulations 91... and 
its recurrent Bulletin, are important 
in that they interpret tax provisions re- 
lating to old-age insurance. ~ 

Publications from other than govern- 
mental sources include: 


Epstein, ABRAHAM. The Challenge of the 
Aged. Pp. 435. New.York: Vanguard 
Press, 1928. 

HAMILTON, Gorpon, and others. Case 
Work with the Aged. Pp. 16. New 
York: Family Welfare Association of 
America, 1938. 

LANSDALE, ROBERT. The Administration 
of Old Age Assistance. (In prepara- 
tion for Social Science Research Coun- 
cil.) 

Rusrnow, Isaac M. (Ed.). The Care of 
the Aged. Pp. 144. Chicago: Univer- 
sity of Chicago Press, 1931. 

TWENTIETH CENTURY FUND, COMMITTEE 
on OLD AcE Security. More Security 
for Old Age. By Margaret G. Schneider 
and Committee. Pp. 191. New York: 
Twentieth Century Fund, Inc., 1937. 


CHILDREN AND YOUTHS 


Special needs of and services for chil- 
dren and youths are described in a wide 
range of governmental publications. 
The most numerous are those of the 
Children’s Bureau, of which may be 
noted: Proceedings of the Conference on 
State Child Welfare Services (1938); 
The A BC of Foster-Family Care for 
Children (1936); and Child Labor, 


1912-1937 (1938). Further public 
documents include: 
SocraL Security Board. Characteristics 


of State Plans for Aid to Dependent 
Children, December 1, 1937. Pp. 19. 
Washington, D. C., 1938. 
NATIONAL YouTH ADMINISTRATION. Re- 
port. Pp. 11. Washington, D. C., 1938. 
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EMERGENCY CONSERVATION Work. An- 
nual Reports. Washington, D. C. 

CIVILIAN CONSERVATION Corps. Annual 
Reports. Washington, D. C. 

Works PROGRESS ADMINISTRATION. Rural 
Youth on Relief. By Bruce L. Melvin. 
Pp. 112. Washington, D. C., 1937. 

U. S. Concress (75TH, 1st SESSION). 
SENATE. To Regulate Products of Child 


Labor. Hearings. Pp. 192. Washing- 
ton, D. C., 1937. 
U. S. BUREAU oF THE Census. Children 


under Institutional Care and in Foster 
Homes, 1933. Pp. 125. Washington, 
D. C., 1935. 


Among the significant nongovern- 
mental sources dealing with programs 
for and problems of children and youths 
may be mentioned the following, of 
which the White House Conference re- 
ports are especially important: 


ABBOTT, Grace. The Child and the State: 
Select Documents with Iniroductory 
Notes. 2 vols. Chicago: University of 
Chicago Press, 1938. 

BELL, Howarp M. Youth Tell Their 
Story. Pp. 273. Washington, D. C.: 
American Council on Education, 1938. 

Cuirp WELFARE LEAGUE OF AMERICA. 
Bulletin. Monthly. New York: the 
League. 

Hearty, Wiliam, and A. F. BRONNER. 
New Light on Delinquency and Its 
Treatment. Pp. 226. New Haven: 
Yale University Press, 1936. 

NATIONAL Cui~tp LABOR COMMITTEE. 
Child Labor Facts. Pp. 34. New York: 
the Committee, 1938. ° 

——. Annual Reports. 

Wuite House CoNFERENCE ON CHILD 
HEALTH AND PROTECTION. Reports, op. 
cit. 

WILLIAMS, AUBREY. “The Relation of the 
N.Y.A. to the Youth Problem of To- 
day,” an address reprinted in The New 
York Times, Aug. 21, 1938, 


Tue Sick AND HANDICAPPED 


General aspects of this subject are 
discussed in a wide variety of public 
documents, of which the following re- 
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ports of the United States Public Health 
Service are especially noteworthy: Tke 
National Health Survey (1938); An- 
nual Reports of the Surgeon General; 
the weekly Public Health Reports and 
Supplements to them, particularly Sup- 
plement No. 126 (1937) describing pro- 
visions of the Social Security Act relat- 
ing to health programs. 

Important in relation to the proposed 
national health program are President 
Roosevelt’s Message to Congress (re- 
ported in The New York Times of 
January 24, 1939), and two reports of 
the Interdepartmental Committee to 
Co-ordinate Health and Welfare Activi- 
ties: The Need for a National Health 
Program (1938) and the National 
Health Conference (July 1938). 

Nongovernmental works relating to 
the broader aspects of health and medi- 
cal care include: 


AMERICAN FOUNDATION, THE. American 
Medicine: Expert Testimony Out of 
Court. 2 vols. New York: the Foun- 
dation, 1937. 

AMERICAN PUBLIC HEALTH ASSOCIATION. 
Year Book. 

AMERICAN PUBLIC WELFARE ASSOCIATION. 
The Legal Basis of Public Medical Care 
in Twelve States. Pp. 58. Chicago: the 
Association, 1938. 

Brown, LEAHMAE. Group Purchase of 
Medical Care by Industrial Employees. 
Pp. 53. Princeton: Princeton Univer- 
sity, Industrial Relations Section, 1938. 

Cazot, Huc. The Doctors Bill. Pp. 
313, New York: Columbia University 
Press, 1935. 

COMMITTEE ON THE Costs oF MEDICAL 
Care. Medical Care for the American 
People: Final Report. Pp. 213. Chi- 
cago: University of Chicago Press, 1932. 
(Final volume of a series of 28 volumes, 
1928-32.) 

Davis, MicuHaEL M. Public Medical 
Services. Pp. 170. Chicago: Univer- 
sity of Chicago Press, 1937. 

, and Morris FIsHBEIN. Health Se- 
curity and the American Public. (Amer- 
ica’s “Town Meeting of the Air”) Pp. 
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35, New York: American Book Co., 
1936, 

DEUTSCH, ALBERT. The Mentally Ill in 
America. Pp. 530. New York: Double- 
day, Doran and Co., 1937. 

FALK, Isapore S. Security Against Sick- 
ness. Pp. 423. New York: Doubleday, 
Doran and Co., 1936. 

Mustarp, Harry S. An Introduction to 
Public Health. Pp. 250. New York: 
The Macmillan Co., 1935. 

NEWSHOLME, ARTHUR. Medicine and the 
State. Pp. 300. Baltimore: Williams 
and Wilkins, 1932. 

Reep, Louis S. Health Insurance: The 
Next Step in Social Security. Pp. 281. 
New York: Harper and Brothers, 1937. 


Periodicals regularly carrying articles 
on various aspects of health needs and 
programs include: Hospitals; Journal of 
the American Medical Association; 
American Journal of Public Health; the 
Milbank Memorial Fund Quarterly; 
and Public Health Nursing. 

An important bibliography on Health 
Insurance in the United States and 
Foreign Countries has been issued by 
the Library of Congress (1938). 

Maternal and child health are treated 
in many important governmental publi- 
cations, of which none are more sig- 
nificant than those of the Children’s 
Bureau. Of these, The Child, the Bu- 
reau’s monthly news summary, and its 
recurrent bulletins on maternal and 
child welfare are significant. 

Other works on these subjects are: 


Gatoston, Iaco. Maternal Deaths: The 
Ways to Prevention. Pp. 115. New 
York: Commonwealth Fund, 1937. 

McCreary, G. F. The Maternity and 
Child Welfare Movement. Pp. 227. 
London: P. S. King and Son, Ltd., 1935. 


The handicapped, the crippled chil- 
dren, and the blind, together with pro- 
grams established for their benefit, are 
discussed in: 


U. S. Concress (75TH, Ist SESSION). 
Senatg. Physically Handicapped Chil- 
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dren. Hearings. 
D. C., 1937. 

U. S. CHILDREN’S Bureau. Facts About 
Crippled Children. Pp. 10. Washing- 
ton, D. C., 1938. 

Socar Securtry Boarp. Characteristics 
of State Plans for Aid to Blind as of 
December 1, 1937. Pp. 15. Washing- 
ton, D. C., 1938. 

U. S. Orrice or Epucation. Vocational 
Education Bulletins. Washington, D. C. 


Further references, from, nongovern- 
mental sources, are: 


Pp. 74. Washington, 


Best, Harry. Blindness and the Blind in 
the United States. Pp. 714. New York: 
The Macmillan Co., 1934. 

Kesster, Henry H. The Crippled and 
Disabled. Pp. 337. New York: Colum- 
bia University Press, 1935. 

Lenne, Herca (Ed.). What of the Blind? 
Pp. 214. New York: American Founda- 
tion for the Blind, 1938. 

Tartaxorr, RutH. “Social Aspects of 
Medical Care for Crippled Children,” 
Bulletin of the American Association of 
Medical Social Workers, 11: 29-36, May 
1938. 

Witcox, Ruru E., and Herca LENDE 
(Compilers). Directory of Activities 
for the Blind in the United States and 
Canada. 3d ed. Pp. 149. New York: 
American Foundation for the Blind, 
1938. 


Monthly or bimonthly periodicals 
dealing with these subjects include: 
Outlook for the Blind; Occupational 
Therapy and Rehabilitation; Rehabili- 
tation Review; Hearing News; and The 
Crippled Child. 


` Key, V. O., Jr. 
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PUBLIC ADMINISTRATION 


General aspects of public administra- 
tion, including civil service, the grant- ` 
in-aid device, and other issues, are dealt 
with in a number of works: 


BITTERMANN, HENRY J. State and Fed- 
eral Grants-in-Aid. Pp. 550. New 
York: Mentzer, Bush and Co., 1938. 

CoMMISSION OF INQUIRY ON PuBLIC SERV- 
ICE PERSONNEL. Better Government 
Personnel. Pp. 182. New York: Whit- 
tlesey House, 1935. 

Gaus, Joun M., and others. Frontiers of 
Public Administration. Pp. 146. Chi- 
cago: University of Chicago Press, 1936. 

The Administration of 
Federal Grants to States. Pp. 388. Chi- 
cago: Public Administration Service, 
1937. 

Krein, Atice C. Toward Civil Service in 
Public Welfare. New York: Russell 
Sage Foundation (in preparation). 

Lanpis, James M. The Administrative 
Process. Pp. 160. New Haven: Yale 
University Press, 1938. i 

Merriam, Lewis. Public Service and Spe- 
cial Training. Pp. 83. Chicago: Uni- 
versity of Chicago Press, 1936. . 

Symposium, “Civil Service Reform,” The 
Congressional Digest, 16: 259-88, Nov. 
1937. 

Wuite, Leonard D. Trends in Public Ad- 
ministration. Pp. 365. New York: Mc- 
Graw-Hill Book Co., 1933. 

Wiimerpinc, Lucius, Jr. Government 
by Merit: An Analysis of the Problem 
of Government Personnel. Pp. 294, 
New York: McGraw-Hill Book Co., 
1935. 


Russell H. Kurtz is editor of the Social Work Year 
Book, a biennial publication of Russell Sage Founda- 
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office formerly located in Denver. 


APPENDIX 


A Summary of Recommendations of the Advisory 
Council on Social Security * 


A, RECOMMENDATIONS ON BENEFITS 


I. The average old-age benefits payable 
in the early years under title II should be 
increased. i 

II. The eventual annual cost of the in- 
surance benefits now recommended, in rela- 
tion to covered pay roll and from whatever 
source financed, should not be increased 
beyond the eventual annual disbursements 
under the 1935 act. 

IL. The enhancement of the early old- 
age benefits under the system should be 
partly attained by the method of paying in 
the case of a married annuitant a supple- 
mentary allowance on behalf of an aged 
wife equivalent to 50 per cent of the hus- 
band’s own benefit; provided, that should a 
wife after attaining age 65 be otherwise 
eligible to a benefit in her own right which 
is larger in amount than the wife’s allow- 
ance payable to her husband on her behalf, 
the benefit payable to her in her own right 
will be substituted for the wife’s allowance. 

IV. The minimum age of a wife for eli- 
gibility under the provision for wives’ sup- 
plementary allowances should be 65 years; 
provided, that marital status had existed 
prior to the husband’s attainment of age 
60. 

V. The widow of an insured worker, fol- 
lowing her attainment of age 65, should 
receive an annuity bearing a reasonable re- 
lationship to the worker’s annuity; pro- 
vided, that marital status had existed prior 
to the husband’s attainment of age 60 and 
1 year preceding the death of the husband. 


1The Advisory Council on Social Security 
was appointed by the Senate Special Com- 
mittee on Social Security and the Social Se- 
curity Board in May 1937. The Council was 
under the chairmanship of Professor J. Doug- 
las Brown, and consisted of 25 members: 6 
representing employees, 6 representing em- 
ployers, and the rest being representatives of 
the public at large. The Final Report of this 
advisory body, dated December 10, 1938, has 
been published in pamphlet form by the 
United States Government Printing Office. 


VI. A dependent child of a currently in- 
sured individual upon the latter’s death 
prior to age 65 should receive an orphan’s 
benefit, and a widow of a currently insured 
individual, provided she has in her care one 
or more dependent children of the deceased 
husband, should receive a widow’s benefit. 

VII. The provision of benefits to an in- 
sured person who becomes permanently 
and totally disabled and to his dependents 
is socially desirable. On this point the 
council is in unanimous agreement. There 
is difference of opinion, however, as to the 
timing of the introduction of these bene- 
fits. Some members of the council favor 
the immediate inauguration of such bene- 
fits. Other members believe that on ac- 
count of additional costs and administra- 
tive difficulties, the problem should receive 
further study. 

VIII. In order to compensate in part for 
the additional cost of the additional bene- 
fits herein recommended, the benefits pay- 
able to individuals as single annuitants af- 
ter the plan has been in operation a number 
of years should be reduced below those 
now incorporated in title II. If the na- 
tional income should increase in future 
years, these reductions may not be neces- 
sary. 

IX. The death benefit payable on ac- 
count of coverage under the system should 
be strictly limited in amount and payable 
on the death of any eligible individual. 

X. ‘The payment of old-age benefits 
should be begun on January 1, 1940, 


B. RECOMMENDATIONS ON COVERAGE 


I. The employees of private nonprofit 
religious, charitable, and educational insti- 
tutions now excluded from coverage under 
titles II and VIII should immediately be 
brought into coverage under the same pro- 
visions of these titles as affect other cov- 
ered groups. 

II. The coverage of farm employees and 
domestic employees under titles II and 
VIII is socially desirable and should take 
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effect, if administratively possible, by Jan- 
uary 1, 1940. : 

III. The old-age insurance program 
should be extended as soon as feasible to 
include additional groups not included in 
the previous recommendations of the coun- 
cil and studies should be made of the ad- 
ministrative, legal, and financial problems 
involved in the coverage of self-employed 
persons and governmental employees. 


C. RECOMMENDATIONS ON FINANCE 

I. Since the nation as a whole, independ- 
ent of thè beneficiaries of the system, will 
derive a benefit from the old-age security 
program, it is appropriate that there be 
Federal financial participation in the old- 
age insurance system by means of revenues 
derived from sources other than pay-roll 
taxes. 

II. The principle of distributing the 
eventual cost of the old-age insurance sys- 
tem by means of approximately equal con- 
tributions by employers, employees, and 
the Government is sound and should be 
definitely set forth in the law when tax 
provisions are amended. 

III. The introduction of a definite pro- 
gram of Federal financial participation in 
the system will affect the consideration of 
the future rates of taxes on employers and 
employees and their relation to future ben- 
efit payments. 

IV. The financial program of the system 
should embody provision for a reasonable 
contingency fund to insure the ready pay- 
ment of benefits at all times and to avoid 
abrupt changes in tax and contribution 
rates. 

V. The planning of the old-age insur- 
ance program must take full account of the 
fact that, while disbursements for benefits 
are relatively small in the early years of 
the program, far larger total disbursements 
are inevitable in the future. No benefits 
should be promised or implied which can- 
not be safely financed not only in the early 
years of the program but when workers 
now young will be old. 

VI. Sound presentation of the govern- 
ment’s financial position requires full rec- 
ognition of the obligations implied in the 
entire old-age security program and treas- 


ury reports should annually estimate the 
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load of future benefits and the probable 
product of the associated tax program. 

VII. The receipts of the taxes levied in 
title VIII of the law, less the costs of col- 
lection, should through permanent appro- 
priation be credited automatically to an 
old-age insurance fund and not to the gen- 
eral fund for later appropriation to the ac- 
count, in whole or in part, as Congress may 
see fit. It is believed that such an arrange- 
ment will be constitutional. 

VIII. The old-age insurance fund should 
specifically be made a trust fund, with des- 
ignated trustees acting on the behalf of the 
prospective beneficiaries of the program. 
The trust fund should be dedicated exclu- 
sively to the payment of the benefits pro- 
vided under the program and, in limited 
part, to the costs necessary to the admin- 
istration of the program. 

IX. The consideration of change in the 
tax schedule under title VIII of the law 
should be postponed until after the rates 
of 144 per cent each on employer and eni- 
ployee are in effect since information will 
not be available for some time concerning 
(a) tax collections under varying condi- 
tions, (b) effective coverage under taxes 
and benefits, (c) average covered earnings, 
period of coverage, time of retirement, and 
average amount of benefits, (d) the possi- 
bilities of covering farm labor, domestic 
employees or self-employed persons, and 
(e) the possibilities of introducing new 
types of benefits. 

X. The problem of the timing of the 
contributions by the government, taking 
into account the changing balance between 
pay-roll-tax income and benefit disburse- 
ments, is of such importance as to require 
thorough study as information is available. 

XI. Following the accumulation of such 
information, this problem should be re- 
studied for report not later than January 
1, 1942, as to the proper planning of the 
program of pay-roll taxes and governmen- 
tal contributions to the old-age insurance 
system thereafter, since by that time ex- 
perience on the basis of 5 years of tax col- 
lections and 2 years of benefit payments 
(provided the present act is amended to 
that effect) will be available. Similar stud- 
ies should be made at regular intervals fol- 
lowing 1942. 


’ 
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Report of the Board of Directors to-the Membership of 
The American Academy of Political and Social 
| Science for the Year 1938 


HE year just ended was marked by 

a continuation of the usual activi- 
ties of the Academy, with very few 
changes from previous years. The pe- 
riod was one of business reaction, but 
the number of those joining the Acad- 
emy for the first time was large, amount- 
ing to 1,248. A continued interest in 


the Academy’s work has been evidenced. 


also by the large amount of correspond- 
ence received and the many helpful sug- 
gestions that have been made by mem- 
bers and others for the improvement of 
our work. 


MEETINGS 


On April 16th and 17th, the Annual 
Meeting was held, with the general sub- 
ject “Present International Tensions.” 
Attendance was, as usual, large and the 
interest in the addresses was clearly 
evident. The meeting was the forty- 
second annual gathering of its sort held 
by the Academy. 

On October 27th a meeting was held 
on “The Future of Central Europe,” 
which was presented by speakers who 
discussed the subject from the stand- 
point of Czechoslovakia, of Great Brit- 
ain, and of Germany. This meeting 
was marked by an unusually large at- 
tendance which is doubtless to be at- 
tributed to the timeliness of the subject, 
since it was held shortly after the crisis 
of late September in Central Europe. 

Our Forty-third Annual Meeting’ is 
to be held on March 31st and April 1st, 
1939, The subject chosen is ‘“Dictator- 
ships and the Americas.” The purpose 
is to present the issues which are now 
faced by the Americas in their relation- 
ships with governments in other parts 
of the world where democracy has been 
modified or suppressed. The great pub- 
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lic interest in the conference recently 
held at Lima and the general anxiety of 
the people of the United States regard- 


` ing the future of our institutions lead us 


to believe that the meeting will be 
marked by more than the usual amount 
of interest and attention. It is hoped 
that there will be an adequate oppor- 
tunity also for a discussion of the ways 
by which we can in the United States 
adapt our procedures to new political 
and economic conditions in such way as 
to preserve those elements of our na- 
tional life which we think most valuable. 


PUBLICATIONS 


During 1938 THE ANNALS appeared 
as usual, the six volumes having the fol- 
lowing titles: 


January Our State Legislators 

March Consumer Credit - 

May Social Problems and Policies 
in Sweden 

July Present International Tensions 

September Better City Government 


November Freedom of Inquiry and Ex- 
pression 


There were also published during the 
year two pamphlets: the first, desig- 
nated as Pamphlet No. 6, was entitled 
“Constitutional Rights” and was edited 
by Dean Herbert F. Goodrich as the 
Academy’s contribution to the celebra- 
tion of the 150th Anniversary of the 
drafting of the Constitution of the 
United States; the other was by Dr. 
Samuel Guy Inman and was entitled 
“Democracy Versus the Totalitarian 
State in Latin America.” No additional 
pamphlets are now under consideration 
but it is, of course, possible that others 
may appear. 

Early in 1939 there has appeared an- 
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other volume in our Monograph Series. 
It is entitled “The Turkey of Atatiirk” 
and is written by Mr. Donald E. Web- 
ster, who held the James-Rowe Fellow- 
ship in 1936. Mr. Webster spent a 
considerable amount of time in Turkey 
and the Academy has already received 
a gratifying number of advance orders 
for his volume. 

We regret to report that the manu- 
script which was announced last year 
at this time as being prepared by Dr. 
Caroline Whitney, who held the Simon 
N. Patten Fellowship in 1935, is not 
yet ready for publication. The ill 
health of Dr. Whitney and her death in 
the fall of 1938 have postponed the ap- 
pearance of this material. She had done 
a considerable amount of work on it 
and it is possible that the study may 
yet be published. It deals with labor 
organizations among white-collar work- 
ers. 

Demand for the publications of the 
Academy has continued. Members will 
recall that, in addition to the numbers 
of Tue ANNALS distributed to members 
and subscribers, the Academy sells extra 
copies to any who may desire to secure 
them. During 1938 there were sold 
5,715 copies of THe Annars. This is 
in addition to 46 copies of the two 
monographs and 3,086 copies of the 
various pamphlets. This gives a com- 
bined total of extra sales amounting to 
8,847 copies. 

Members of the Academy should 
realize the large amount of effort and 
time spent by the capable Editor of 
Tue ANNALS, Dr. Thorsten Sellin, who 
has during the past year had charge also 
of the book review section of THE AN- 
NALS. The amount of work involved in 
the choice of special editors and in the 
supervision of their work of preparing 
THE ANNALS is, of course, great. When 
there is added to this the task of pre- 
paring pamphlets and monographs, the 
total amount of time required is con- 
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siderable; The Board of Directors of 
the Academy feels sure that it expresses 
the hearty thanks of the members to 
Dr. Sellin for the excellent service which 
he is rendering. 


FINANCES 


The finances of the Academy have 
continued good. Necessarily it is im- 
portant to watch closely all items of 
expenditure and to do everything pos- 
sible to increase receipts. The general 
financial condition throughout the year 
and a statement of the Academy’s assets 
at the end of the year are included in 
the Report of the Treasurer which will 
be presented at this meeting, as audited 
by Edward P. Moxey & Company. 

The Treasurer of the Academy, the 
Hon. Charles J. Rhoads, and the Assist- 
ant Treasurer, Mr. Davis L. Lewis, 
have continued their excellent service. 
As will be noted from the Report to 
be presented by the Treasurer, receipts 
have been well maintained. Last year 
attention was called to the general de- 
cline on the yield on investments, due 
to the generally lower rates of interest. 
This is to be emphasized since reduction 
in income from this source is not to be 
explained by losses on our investments. 
For several years there has been a con- 
tinual flow of maturities and calls, pro- 
viding the Academy with funds for re- 
investment and always at lower rates 
than the ones formerly prevailing. The 
Academy has suffered almost no losses 
on its investments and owes its thanks 
for this fortunate situation to the skill 
with which its Treasurer has performed 
his duties. 

Members are doubtless aware that 
the Academy does not depend upon as- 
sistance from endowments. Its ex- 
penses are met from dues paid by 
members and subscribers, through the 
sale of extra copies of its publications 
and through interest on its investments, 
which have been accumulated over a 
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long period of time by a slight annual 
excess of receipts over expenditures. 
The only exception to this is the amount 
contributed each year by various friends 
who help to defray the expenses of our 
Annual Meeting. In 1938 $1000 was 
` received in this way and the Directors 
wish to express their thanks for this aid 
and for the good will shown toward the 
Academy by these. friends. 


MEMBERSHIP 


While the membership of the Acad- 
emy has not increased during the past 
year, it is gratifying that, as stated 
above, there were added 1,248 new 
members and subscribers. There were 
the usual losses through resignation and 
nonpayment of dues. There was also 
a loss of 62 members by death. The to- 
tal membership on December 31, 1938, 
was 8,684. 

We cannot too often call attention to 
the enthusiastic loyalty of all members 
of the staff, who are under the direction 
of Miss Anne Elderton. The Board at 
this time wishes to record its very deep 
gratitude for the service that is being 
rendered and does so with a real appre- 
ciation of the work and thought that 
must be given to the day-to-day activi- 
ties of the Academy if it is to continue 
its service. 

While it is impossible to forecast the 
future with assurance, the business situ- 
ation is now improved over that of a 
year ago and we have every reason to 
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hope that 1939 will be even better than 
1938. 


EDWARD P. MOXEY & CO. 
Certified Public Accountants 
[Pennsylvania] 

Morris Building 
1421 Chestnut Street 
Philadelphia 


January 11th, 1939. 
CHARLES J. Ruoaps, Esq., Treasurer, . 
American Academy of Political & Social 
Science, Philadelphia, Penna. 
Dear Sir: 

We herewith report that we have audited 
the books and accounts of the American 
Academy of Political & Social Science for 
its fiscal year ended December 31st, 1938. 

We have prepared and submit herewith 
Statement of Receipts and Disbursements 
for the year ended December 31st, 1938. 

The Receipts from all sources were veri- 
fied by a comparison of the entries for 
same appearing in the Treasurer’s Cash 
Book with the records of Bank Deposits 
and were found to be in accord therewith. 

The Disbursements, as shown by the 
Cash Book, were supported by the proper 
vouchers in the form of cancelled paid 
checks or receipts for moneys expended. 
These were examined by us and confirmed 
the correctness of the payments made. 

As the result of our audit and examina- 
tion, made in the manner above indicated, _ 
we certify that, in our opinion, the accom- 
panying statement sets forth the results of 
its operating activities for the period under 
review. J 

Yours respectfully, 
(Signed) Epwarp P. Moxey & Co. 
Certified Public Accountants. 
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AMERICAN ACADEMY OF POLITICAL AND SOCIAL SCIENCE 
STATEMENT OF RECEIPTS AND DISBURSEMENTS FOR FISCAL YEAR ENDED DECEMBER 31, 1938 


Cash on Hand January 1, 1938 ....ssssnasssssnecesersees 


Members’ Dues ......nssesesossssesesseseseosesessosene 
Special Donations ........... cece eee cence n EE DEER 


Subscriptions 


Indiyidual zr orea idee Se winle his oie SS Gala. es ROTA yawn ke 
Libraries: etiain o S R aes vcte ave cee D ee 
Agent arnoa e wee hos ed ohn OS 0 Re REET URANO RRS 
SALES sis ois.dea E eos E Ss wih iad Hebd s SR Seas Chie ee 
Advertising souer canne es go bbe de eee He eres we ee ee 
Income from Investments and Bank Deposits ............. 
Proceeds from Sale of Securities .............. 200 eee eeeee 


Office Expense’ ooir apa eeni caine be Ga E dat a ee tas 
Philadelphia Meetings ...........0. ccc ee eee eect eee eeeee 
Publicity Expense cessions esr see e cece tee inanis 
Publication of Annals and Special Publications ............ 
Membership Records .......... 0. cece eee nee ee een n eens 
Sale: of Annals i. cS svceln ations eers aa dined are ost 
Sale of Special Publications ........... cece cece eee e neues 
Rich Associates—Expenses ............ ccc ceecee cee ee eens 
Securities Purchased ...... Ala Wand E E E de ial Pawo eles 
Interest on Securities .......... cece cece eee eee eee eee 
Discount, Collection and Exchange ............00cceeeeees 
Honorarium—Thorsten Sellin .............00cce see eanna 


Cash on Deposit in Banks ........... ccs e ence eeenees 
Petty Cash Band 2 cases acta cove cee we EaR Aa ede DE 


163.92 
2,523.87 
8,780.23 


$ 22,462.10 


$26,449.08 
1,000.00 


11,467.72 
8,030.93 
246.59 
8,440.26 


21,911.03 77,545.58 


$100,007.68 


$ 5,460.87 
4,210.14 
6,824.40 

25,851.83 
4,800.14 
1,152.14 

806.62 
19.51 
23,126.00 
82.09 
10.35 


1,200.00 73,544.09 


$ 26,463.59 


$26,063.89 
400.00 


$26,463.59 


Book Department 


Dovetas, PauL H. Social Security in the 
United States. Rev. Ed. Pp. xiv, 493. 
New York: McGraw-Hill Book Co., 
1939. $3.50. 

EPSTEIN, ABRAHAM. Insecurity: A Chal- 
lenge to America. Sec. Rev. Ed. Pp. 
xvi, 939. New York: Random House, 
1938. $4.00. 

Miiiis, Harry A., and Royvat E. MONT- 
GOMERY. JLabor’s Risks and Social In- 
surance. Pp. xii, 453. New York: Mc- 
Graw-Hill Book Co., 1938. $3.00. 

We are at a transition stage in writing 
and learning about social insurance. The 
pioneers and the philosophers are hard put 
to it to keep their successive editions up to 
date. Their work is far from finished, in- 
deed it seems only begun; more than ever 
they need to state their principles, measure 
current developments against them, speak 
out freely against the considerable inertia 
that covers and guards an operating pro- 
gram no matter how defective. This has, 
of course, nothing to do with the question 
of whether one happens to agree with their 
judgments and criteria. Complete agree- 
ment is obviously impossible on the myriad 
features of a program so pervasive and so 
packed with intangibles and one initiated 
in a time so fraught with uncertainty that 
as a people and as individuals we begin to 
wonder if we know anything. So long life 
to the Douglases and the Epsteins. 

Both the Epstein (in its third edition) 
and the Douglas (in its second) books 
bear the marks of a valiant attempt to do 
what is probably the impossible: in a 
single volume and in orderly fashion (1) 
to write a general text of principles; (2) 
to bring American developments as nearly 
as possible down to date; and (3) to pre- 
sent a critique of the going American sys- 
tem. This difficulty is largely mechanical; 
that is, it is due to an attempt to minimize 
rewriting and, particularly in the Douglas 
book, resetting of type. The result is a 
series of rather frequent instances in which 
the same event is treated on different pages 
as of quite different dates. The present 


edition indeed seems to consist of no fewer- 


than three vertical layers, written without 


change of tense or benefit of cross refer- 
ence as of 1935, 1936, and 1938. The ef- 
fect, particularly on the beginning reader, 
must be well-nigh disastrous. For exam- 
ple, state old-age assistance plans are re- 
ferred to on p, 231 as of 1935, when there 
were still certain “states without pensions.” 
Page 348, written later, records that “old- 
age pension or assistance laws had [sic] 
been enacted by all the states.” On p. 358 
one reads that “every state and territory 
now has [sic] an old-age pension or as- 
sistance law.” It is particularly unfor- 
tunate that Chapter XI in Douglas has not 
been rewritten since the coristitutional is- 
sues in fact have been argued so closely 
along the lines of his earlier expectations. 
The reason for choosing this method of 
bringing a book to date is, I take it, ob- 
vious, but the result (this sort of confusion 
occurs pretty generally throughout Doug- 
las) is unfortunate. It measurably spoils 
what is in general an excellent book, indeed 
one that best combines American histori- 
cal developments with a critique of our 
system. To a less degree Epstein suffers 
from the same trouble, but more extensive 
rewriting has reduced the proportion of 
awkward and unnecessary repetition. 
Even if publishers were more than hu- 
man and permitted authors to rewrite and 
reset to their hearts’ content, the ambitious 
triple objective of these two books would 
still be a very difficult one. Even omitting 
entirely consideration of European mate- 
rials (as Douglas does), the social insur- 
ance author today has posed for him a 
nearly endless series of troublesome deci- 
sions on what to include and what not; 
when to give detail (often highly ephem- 
eral) and when not; where to content him- 
self with general principles or broad crite- 
ria, where to get down to brass tacks and 
lambaste the tar out of the law or the 
administration. This is not a question of 
competence or courage. It is the product 
essentially of a situation in which the ele- 
ments are constantly changing, in which 
the imponderables are fully as important 
as the law and the administrative orders, 
in which we all have our notions but with 
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few exceptions no one can guarantee that 
he is right and the rest of the world quite 
wrong. Even Epstein, indeed, who has 
never been charged with timidity, leaves 
some problems—invalidity benefits, for in- 
stance—to the future. 

Neither Epstein nor Douglas makes ma- 
jor revisions of his earlier recommenda- 
tions. Douglas is somewhat more specific 
than before; for example, instead of fifty- 
fifty matched grants from the Federal 
Treasury he recommends either graduated 
grants for state old-age assistance or 
blocked grants designed to favor the poorer 
states. He wishes also absolute minimum 
grants for the dependent aged. Indeed, I 
have the impression that he argues for the 
abolition of administrative discretion in 
the fixing of grants, without allowance pre- 
sumably even for differences in living costs 
between city and country. On the burning 
issue of the old-age insurance reserves, he 
contents himself with the general state- 
ment that “proper standards” should be 
worked out for their control. He submits 
also the outlines of a revised old-age plan 
which would provide contractual insurance 
benefits (paid for entirely by insured per- 
sons) and supplementary grants based on 
need financed largely by the Federal Treas- 
ury. There is considerable additional ma- 
terial also on the new unemployment insur- 
ance laws, but in general Douglas rests on 
a restatement of his earlier recommenda- 
tions. 

Epstein, although he too follows the 
broad outlines of his earlier writing, is 
more specific and pointed in his comments 
and suggestions. He now advises either 
Federal matching of state average as 
against individual old-age assistance grants, 
. or the variable plan suggested by Douglas. 
Forthrightly he declares that “our present 
old-age insurance program cannot possibly 
provide adequate security against old-age 
want for many years,” and by the simple 
and logical criterion of a system that will 
provide such security he discusses and 
seriatim disposes of the various sugges- 
tions, official and other, that have been 
made for amending the old-age insurance 
sections of the Social Security Act. Some 
of his decisions, unless one keeps in mind 
the guiding Epstein principle, are at first 
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startling. For example, he is against mov- 
ing up insurance benefits to 1940 because 
by itself this will not provide more ade- 
quate support for the old. Likewise and 
for the same reason, he opposes benefits 
for children of insured persons dying be- 
fore 65 and the extension of coverage to 
additional groups. His most striking rec- 
ommendations are that we restrict insur- 
ance benefits and taxes to persons earning 
less than $3,000, or alternatively that we 
postpone paying insurance benefits to older 
beneficiaries until 1950, by which time 
their “earned” benefits will have risen suf- 
ficiently to make them much more nearly 
adequate for support. In the meantime 
Epstein would continue these folk on old- 
age assistance, since the great majority will 
have to receive old-age relief in any event 
as a supplement to inadequate insurance 
benefits. ; 

On unemployment compensation or in- 
surance Epstein is no less specific, and in 
some cases personal. “The fact is that our 
present unemployment insurance systems 
are too complicated, too costly and totally 
ineffective in meeting the social problem of 
unemployment.” Again he is generally 
sound and again he overstates. Too com- 
plicated? Quite so. Too costly? Quite 
probably. Totally ineffective? That’s say- 
ing too much even if we assume that we 
are destined permanently to continuation 
of the current high levels of unemploy- 
ment. But there is nothing particularly 
startling about his unemployment insur- 
ance recommendations: to raise benefits 
and add dependents’ benefits, to lengthen 
maximum benefit duration to 26 weeks, to 
work out an integrated unemployment as- 
sistance-insurance program centered in the 
employment office system (this copies Brit- 
ish Unemployment Assistance), to convert 
the state-Federal relation to one of grant- 
in-aid (his central theme), to work for 
more nearly uniform laws, to merge em- 
ployment service and unemployment in- 
surance administration. One can even find 
official approval of some of these ideas. 

The Millis and Montgomery book be- 
longs to a quite different genre. It is a 
sign that social insurance has passed the 
purely propagandist and missionary stage. 
It is a forecast of a new kind of social in- 
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surance book we shall, have in increasing 
number in years to come. It seems to 
have two major objectives: to provide (in 
addition to foreign and American factual 
materials) in greater detail than has yet 
been the case the theoretical setting of the 
risks and insurances we call social; and to 
make on the basis of a survey of all the 
factors in the situation a balanced judi- 
cious analysis of the sort the economist 
makes or tries to make of a matured or 
maturing economic institution. This is not 
by way of a backhand slap at the older 
type of book we have been discussing. It 
is certainly not to suggest that the pioneer 
book cannot and does not in part at least 
contain discussions of the theoretical as- 
pects of the social insurances. Although 
naturally not so much here as in his earlier 
book (with Director) on unemployment, 
Douglas in particular shows the influence 
of his theoretical background and interest. 
Any discussion by any author of the old- 
age reserve, for instance, if it goes beyond 
the veriest platitudes, becomes a more or 
less successful essay in theory. The mat- 
ter of balance and judicious treatment in a 
book is not so easy to measure. What is 
one man’s balance appears to another as 
timidity or lack of understanding or even 
of facts. One senses, nevertheless, the in- 
tention of Millis and Montgomery to win- 
now the best of all that has been said and 
thought and to present in sober fashion the 
social scientist’s considered judgment. 
Every performance must have the de- 
fects of its virtues and vice versa, and the 
Millis and Montgomery book is no excep- 
tion. I have suggested the problems of 
writing the Douglas-Epstein kind of book; 
the problems presented by this second 
book are perhaps greater. Itself the sec- 
ond of a series of three volumes on The 
Economics of Labor, it must of necessity 
at times fall between the two stools of an 
overambitious attempt to do a rather com- 
plete story of the social risks and social in- 
surance including emphasis on the theoreti- 
cal, and at the same time to keep the total 
of pages within a modest 450. (The latest 
Epstein is over 900, the latest Douglas 
nearly 500.) The result nevertheless is the 
compression of a really extraordinary mass 
of materials within a single volume, very 
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completely documented and very useful for 
the general or beginning reader. (I should 
prefer fewer citations of secondary sources 
and fewer overlong quotations.) The at- 
tempt to provide a theoretical background 
and basis for judgment does not come off 
so well. On some subjects the principles 
of theory, even if one assumes agreement 
on them, seem to get us not a bit forrader; 
for example, on the nearly endless com- 
binations and permutations of the pros and 
cons of the effects of the old-age reserve. 
Sometimes (and this may be useful never- 
theless) the conclusion appears to come 
perilously near to a restatement of the ob- 
vious; for example, that on p. 167 on the 
“soundest policy . . . of unemployment 
compensation” and on p. 170 that “the 
maximum period of benefit must be fixed 
in view of the revenues to be collected.” 
Sometimes we come out at the end of a 
long discursus just about where we went 
in; for example, the decision on p. 50 that 
“there is much to be said for the mainte- 
nance (or most conservative lowering) of 
wage rates . . . during depressions of short 
duration.” At the same time it would be 
quite wrong to suggest that the theoretical 
sections of this book uniformly fail to 
come off, or that because the task is dif- 
cult it ought not to be attempted at all. 
I am saying that in a single book of this 
size, particularly in view of all the quali- 
fications and nuances that must go with 
sound theoretical discussion, perhaps it is 
asking too much to expect social insurance 
history, cum analysis, cum theory. 

In general, the authors satisfy them- 
selves with history and analysis and add a 
minimum of specific recommendations. 
Their conclusions on unemployment insur- 
ance may serve as an instance. There 
should be joint contributions by worker 
and employed, but government should re- 
serve its aid for the inevitable day of fund 
deficit and for financing unemployment 
emergency benefits and relief. The au- 
thors seem to lean toward merit rating at 
least, if not toward the Wisconsin plan 
outright, and to lean away from depend- 
ents’ allowances, the latter because they 
are “out of harmony with insurance prin- 
ciples.” (Despite a distinction established 
at one point between the principles of so- 
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cial and private insurance, there is every 
now and then a failure to preserve it. An- 
other example occurs in this: “If insurance 
principles are to be observed there must be 
a relation between the benefit rights and 
contributions.”) 

Millis and Montgomery are most specific 
in their recommendations for an American 
plan for health insurance. 


C. A. Kurp 
University of Pennsylvania 
ATKINSON, Raymonp C., et al. Public 
Employment Service in the United 


States. Pp. xiv, 482. Chicago: Public 

Administration Service, 1938. $3.75. 

This is the most important and compre- 
hensive study on public employment offices 
since the invaluable report by Shelby M. 
Harrison and Associates in 1924. In the 
past fifteen years a number of governmen- 
tal developments have enlarged the tasks 
and increased the responsibility of public 
employment offices. First, public works 
and work relief programs have necessitated 
a placement service for referrals. Second, 
the advent of unemployment compensation 
has practically doubled the functions of 
the employment service and increased its 
clientele manyfold. Finally, the widespread 
unemployment of the last decade has em- 
phasized the importance of relieving the 
disorganization of the labor market condi- 
tions in any way possible. On this point 
the authors are realistic about the role of 
the employment service, which is “only to 
a limited degree a means of reducing un- 
employment. . . . An employment office 
cannot place workers unless there are open- 
ings to be filled. Basically, unemployment 
is a problem of industry and requires in- 
dustrial remedies. Nevertheless, employ- 
ment service . . . can materially aid in 
overcoming the frictions, delays, and 
wastes of the employing process. . . . It 
can mitigate the ills of unemployment, 
though it cannot remove the major causes 
of the malady” (p. 14). 

The authors of this volume, all of whom 
have had active experience in employment 
office work, have appreciated the new serv- 
ice functions of the employment service 
and have, in their study, integrated the ad- 


ministrative and procedural aspects of un- 
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employment compensation with employ- 
ment offices far more successfully than our 
present laws and administrators have. In 
this sense, the title of the book does not 
amply describe the scope of the work. Or 
to put it another way, since public works 
and especially unemployment compensa- 
tion can no longer be logically dissociated 
from the employment service, the term 
“employment offices” has come to mean a 
new thing. 

The study is divided into four parts. 
Part I deals with the implications of un- 
employment compensation for the employ- 
ment service and with the new tasks in- 
cumbent on the latter. Part II is a study 
of the organization and administration, and 
of such staff functions as personnel, 
finance, statistics, and research. In this 
connection there is a sound, constructive 
critique, from the viewpoint of public ad- 
ministration, of the anomalous Federal or- 
ganization for the administration of unem- 
ployment compensation and employment 
service. Though more attention is devoted 
to the advantages of transferring unem- 
ployment compensation administration to 
the Department of Labor than to the ad- 
vantages of transferring the employment 
service to the Social Security Board, the 
authors avoid a final decision (which would 
need to involve other than administrative 
considerations) and properly urge that the 
immediate need is the assignment of both 
functions to the same department or 
agency, whatever that agency may be. 

Part IIT is devoted to a review of em- 
ployment service procedures. Part IV 
describes the special types of service pro- 
vided by employment offices to the inex- 
perienced, to the “hard-to-place,” to vet- 
erans, to farm laborers, and to relief and 
public works programs. 

The book is a valuable addition to the 
important studies and monographs already 
published on unemployment compensation 
and welfare administration, grants-in-aid, 
and British and German experience with 
public employment exchanges and unem- 
ployment insurance, by the Committee on 
Public Administration of the Social Sci- 
ence Research Council. 

J. J. Josera 

University of Michigan 
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ORR, Doucras W., and JEAN WALKER ORR. 
Health Insurance with Medical Care. 


Pp. xii, 271. New York: Macmillan 
Co., 1938. $2.50. 


Many publications are written by Amer- 
icans of different professions and tend- 
encies—economists and doctors, politicians 
and officials—which increasingly show a 
less strong opposition if not a more favor- 
able attitude toward the introduction of 
social health insurance on a compulsory 
basis. He who has observed the develop- 
ment of the discussion on that problem in 
the United States for about thirty-five 
years, as has, the reviewer, must gain the 
impression that what was refused in time 
of prosperity in regard to the then pre- 
vailing wishes of labor may become reality 
in the near future in a changing world. It 
is not the “whether,” but the “how” and 
the “when” of social security in time of 
illness that is now under discussion. 

An American doctor and his wife, a so- 
cial worker, wrote this book after they had 
carefully studied in England all aspects of 
the National Health Insurance Act. They 
interviewed many people who deal with it: 
doctors and housewives, workers and offi- 
cials. The result is that their book, worth 
reading by friends and foes of health in- 
surance in this country, proves that health 
insurance, introduced during the last fifty- 
five years in about sixty countries in all 
parts of the world, in kingdoms and repub- 
lics, conservative and progressive, dicta- 
torial and democratic states, has many ad- 
vantages. Nowhere is there a desire to 
abolish it, even where certain of its details 
` are criticized. The risk of sickness to “a 
third of a nation” plays a different role 
during times of depression and unemploy- 
ment from that in the past, when economic 
difficulties were much less important in all 
parts of the world. 

The most important value of the Orrs’ 
book is its complete objectivity. There 
you find light and shadow without retouch- 
ing. The reader concludes from it that 
many a one-sided description of health in- 
surance must be recognized as incorrect if 
not deliberately falsified. 

It is to be hoped that the American way 
of solving the complicated problem of 
health insurance may consist in avoiding 
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the mistakes made Doia and by taking 
over the good ideas wherever they may be 
found. In the event that such a way is 
adopted by the legislators, the goal of Dr. 
and Mrs. Orr, “to help to provide a greater 
measure of social security for those many 
American families to whom sickness comes, 
not as a mere inconvenience, but as a ma- 
jor catastrophe,” will be reached. . 
ALFRED MANES 
Indiana University 


Brown, LEAHMAE. Group Purchase of 
Medical Care by Industrial Employees. 
Pp. 53. Princeton: Industrial Relations 
Section, Princeton University, 1938. 
$1.00. i 


This short monograph compactly sum- 


. marizes the basic background of the prob- 


lem of American medical care, the at- 
tempts to provide care of one kind and 
another in American industry, the attitude 
of organized medicine to group plans, and 
the principal characteristics of six “repre- 
sentative” group programs of American 
companies (“representative” of the best, 
however). As its conclusion states, the 
schemes reported on in this monograph are 
significant principally as evidence of “a 
growing demand for group action in a field 
which hitherto has been highly individual- 
istic.” As things stand, even by the most 
liberal estimate, fewer than three million 
American workers are protected for the 
sickness risk under noninsurance plans. 
(The report for some reason omits consid- 
eration both of group disability insurance 
which grants inter alia medical benefits in 
exactly the same way that mutual hospital- 
ization plans do, and the new hospitaliza- 
tion plans devised by insurance companies 
to compete with the mutual hospitalization 
groups springing up so fast all over the 
country.) The business firm with the 
money and the social vision required to ini- 
tiate and help to finance sickness insurance 
for its workers is still the highly excep- 
tional firm. For workers alone to initiate 
and finance it is even more exceptional. 
The two principal limitations to these 
group schemes (once one has discovered 
how very few workers are protected, and 
those by and large who need them least 
because they work for the blue chip cor- 
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porations) are not discussed. One is the 
inevitable employer slant to any plan that 
depends essentially on employer initiation 
and sponsorship, the danger of which is 
exaggerated by the omission of the state 
to regulate. The doctors here have a 
“point. The second, and, from the point 
of view of next steps, more important, is 
that present group schemes are not prac- 
tically suited to the insurance technique. 
They retain the disadvantages of contrac- 
tual insurance without giving its guaran- 
tees. It is well understood that even if 
eniployers are willing to pay half the costs 
of medical care, there will still be millions 
of wage earners quite unable to bear their 
half. The actuarial unit for the scheme 
must be broad enough to permit distribu- 
tion of membership widely among all wage 
classes, with the scaling of contribution 
rates arranged so that the low-paid workers 
will give relatively the least, the high-paid 
the most. In particular cases the indi- 
vidual employer may have a spread broad 
enough to qualify actuarially; it is quite 
unlikely that the framers of a plan will 
have the courage or the wish to propose 
a sliding-scale premium. This is not to 
deny that “the experiences of these volun- 
tary undertakings may be valuable in the 
formulation of national policies,” but they 
will probably be most useful in warning us 
what not to do. 
C. A. Kurr 
University of Pennsylvania 


Horwitz, James W. The Risk of Unem- 
ployment and Its Effect on Unemploy- 
ment Compensation. Pp. vii, 80. Bos- 
ton: Harvard University, Graduate 
School of Business Administration, 1938. 
$1.00. 

Mr. Horwitz has undertaken a study of 
unemployment in order to determine the 
variations in employment in different areas 
and different occupations. With painstak- 
ing care, he has examined employment 
records to discover the relative risk of 
unemployment. His study covers manu- 
facturing industries, 1919 to 1933. 

Mr. Horwitz finds that there have been 
wide differences in the degree of instabil- 
ity of employment by industries and by 
states. For example, “cyclical variation of 
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factory employment” ranges from 139 per 


_ cent (median state equals 100) in Wash- 


ington down to only 78 per cent for the 
state of Massachusetts. Likewise, seasonal 
factory unemployment is 153 per cent in 
Maryland as compared with only 73 per 
cent in Connecticut. Obviously the vari- 
ability of employment in different states 
depends upon the occupational distribution 
in those states; employment is steadier in 
the consumer-goods industries. The rela- 
tive total compensation would depend upon 
the variability of both employment and 
wage rates. 

In his conclusions at the end of Chapter 
V (p. 31), Mr. Horwitz states that the 
“basic assumption underlying separate state 
tax pools with a single pay-roll tax apply- 
ing to all industries and all states is un- 
sound.” The Social Security Act of 1935 
does not allow any variation in the contri- 
butions of employers to pooled funds (ex- 
cept in Wisconsin) regardless of the stabil- 
ity or instability of that employer’s labor 
force. In other words, Mr. Horwitz proves 
beyond any shadow of a doubt that during 
the years 1919-33 the unemployment com- 
pensation provisions of the Social Security 
Act would have been unsound and unfair 
for many employers and employees in man- 
ufacturing industries. 

Although this is a brilliant study, useful 
for many purposes other than that for 
which it was written, Mr. Horwitz has 
committed a rather serious error. He has 
taken the advocates of unemployment in- 
surance too seriously. Unemployment is 
not’an insurable risk. Premium rates cal- 
culated on an adequate actuarial basis 
should not be considered the goal. Such 
rates would, at best, involve spurious ac- 
curacy. Since unemployment is not an in- 
surable risk and unemployment compensa- 
tion cannot be placed on an insurance 
basis, it seems almost useless to try to 
discuss it as an insurance question. Presi- 
dent Franklin D. Roosevelt has studiously 
avoided using the term “unemployment in- 
surance”; the Social Security Act does not 
use that term. Mr. Horwitz’ treatment of 
variability of employment seems to justify 
an individual reserve account for each and 
every employee upon which only that 
named person could draw during his period 
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of unemployment; and when that indi- 
vidual’s fund was exhausted, unemploy- 
ment compensation would cease. With 
this ultimate conclusion, few students of 
insurance would disagree, for a risk that 
is beyond the pale of insurance. can be 
scientifically treated in a just society only 
as a plan of individual reserves. 
FRANK G. DICKINSON 
University of Illinois 


Men Without Work. (A Report made to 
the Pilgrim Trust.) Pp. xii, 447. New 
York: Macmillan Co., 1938. $3.00. 
The investigation reported in this amaz- 

ing, stimulative book began as an inquiry 

by the Archbishop of York into “the work 
that could be done by voluntary societies 
for the unemployed.” For two reasons, 
the finished product is something much 
more ambitious than this‘ first objective 
implies. Funds made available by the Pil- 
grim Trustees, a sort of British Rockefeller 

Foundation, assured a competent staff of 

full-time research personnel including for 

example such outstanding students of the 

British social services as A. D. K. Owen 

of Political and Economic Planning. The 

sponsoring committee decided also that, to 
deal intelligently with remedies, it would 
first have to learn more about the unem- 
ployed man himself. In fact, not far from 
two-thirds of the book deals with this basic 
question of “the real needs of the unem- 
ployed man.” Despite certain faults, the 
result is one of the most fascinating books 
in this field produced in our language. It 
is in the fine tradition of Bakke whose pi- 
oneer work is highly respected in Great 

Britain: it is, indeed, the Bakke approach 

on a wider scale, based on a special statisti- 

cal sample. 

The particular task the investigators set 
themselves is the study not of all but of 
“the long unemployed.” These are taken 
to mean employable persons who in the 
year previous to the zero hour (November 
23, 1936, a period of “fair prosperity”) 
had had not more than three days of 
continuous work. The investigators were 
fortunate enough to win the co-operation 
of the Unemployment Assistance Board, 
which since 1935 has complete responsi- 
bility for practically all British able-bodied 
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unemployed from 16 to 65. From Unem- 
ployment Assistance Board files (built up 
as part of the Board’s task of investigating 
applications for assistance, paid only on 
satisfying a means test) were drawn an 
effective sample of 1,086 cases, of which 
938 were males. These were in the first 
instance deliberately selected from six 
“towns” or districts scattered throughout 
England and Wales. Within each district 
the cases were drawn at random from the 
Board’s live files (of current applicants) 
to give the district roughly the same weight 
in the total sample as the long unemployed 
of the economic area in which it is located 
bear to British total long unemployed. 
“But the main consideration [and properly 
so] was not to get as near as possible to 
an ideal sample.” The six towns, for ex- 
ample, were deliberately chosen as char- 
acteristic types: of the prosperous south 
and east (Deptford in London and Leices- 
ter); of the areas of relatively heavy un- 
employment in the west and Lancashire 
(Liverpool and Blackburn); and of the 
depressed areas in the north and Wales 
(Crook and the Rhondda). In addition, 
each town qualifies even more particularly 
as a typical place for a spot study of spe- 
cial unemployment problems. Liverpool, 
for instance, is a city of weak trade unions, 
wages low even for Great Britain, very bad 
housing, and an extremely serious burden 
of long unemployed young men. Dept- 
ford, on the other hand, is a very pros- 
perous London borough with highly di- 
versified employment opportunities in 
which workers either work at the local 
docks or commute back and forth from the 
central city. Only 92 long unemployed 
were discovered in Deptford, and these 
were all included in the Deptford sample 
(Deptford is a small borough); on the 
other hand, the Rhondda sample represents 
only one-fortieth of its total long unem- 
ployed. 

It is not easy to state the conclusions of 
this report, particularly the long section on 
the “clubs” for the unemployed. The gen- 
eral plan is rather to present “problems” 
and “issues” described carefully and in 


‘considerable detail, and to let the facts 


speak for themselves. One unconsciously 
expects finally to come on a summary 
e 
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chapter pulling the whole thing together, 
but there is none. Perhaps in view of the 
limited scope of the sample and of what 
we still, after eighteen years of nationwide 
British insurance, do not know of unem- 
ployment and the impact of unemployment 
on the human being, this is just as well. 
This is not to say that the facts them- 
selves, reported in human language that 
never once gives the feel of condescending 
to or snooping on the unemployed, often 
do not carry their own story. For exam- 
ple, it seems quite clear that when the 
unemployed family’s income falls short, it 
is the children who almost always get first 
chance at what is available, the mother 
(not the father) who does without milk, 
eggs, and clothing. The typical case-report 
says: “Children look in good health, wife 
is very thin.” The reasons are vega 
not entirely physical. “Many .. 

do affect a sort of adjustment io one: 
ployment and lead lives that are not un- 
happy. Their wives only very rarely are 
able to make such an adjustment.” Even 
more provocative, perhaps, is this remark 
on Unemployment Assistance, “something 
of a warning,” by a Liverpool youth: “Isn’t 
it marvelous to think of all those rich old 
men sweating their eyes out in offices so 
that the likes of me can have a really good 
time?” The implications both of cause 
and effect are tremendous. 

The report is more concrete on a num- 
ber of points. Since 1929 something new 
has happened in British unemployment: 
total unemployment has fallen, but the 
hard core of long unemployment has not. 
“For every 100 men who had become long 
unemployed between 1929 and the depth 
of the depression, only 39 had managed to 
get out of that class again. . . . Recovery 
bad failed to solve that problem.” It is 
significant that the run-of-mill statistics on 
unemployment do not yield this vital in- 
formation. Economically this is serious 
enough, “but there is also a real danger of 
moral decay.” 

Equally important, perhaps, is the find- 
ing that (despite Unemployment Assist- 
ance Board statutory restrictions on the 
able-bodied unemployed, which is of neces- 
sity a flexible term, and one interpreted by 
the Board with deliberate liberality) 31 
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per cent of male long unemployment is 
residual: due to nonindustrial, broadly 
speaking personal, causes—age, lack of 
marketable skills, mental and physical 
handicaps. This obviously is the most 
hopeless group of all, and the report per- 
forms a special service by calling attention 
to them. Even here, an analysis of their 
“physique, intelligence and employment 
history” leads the investigators to reach 
the conclusion that perhaps 30,000 residual 
cases may be raised again to employability. 

The report quite naturally, since Unem- 
ployment Assistance Board clientele is its 
subject matter, is most specific on the eco- 
nomic and moral effect of Unemployment 
Assistance. “On the whole, the level of 
wages ... and earnings over a considerable 
section of industry is low enough for there 
to be little financial inducement for the 
man with a fair-sized family to work, if he 
is eligible for Unemployment Assistance.” 
Indeed, “the principle of Unemployment 
Assistance is based on an assumption which 
is breaking down. . . that a man [is] re- 
sponsible for the maintenance of himself 
and family.” This does not necessarily 
mean that Unemployment Assistance must 
be discarded, although there is a definite 
hint that it might well be. On the one 
side, wages will have to be raised through 
“some system of family allowance”; on the 
other “it looks as though some new prin- 
ciple will have to be put into operation, 
whereby a man is offered the chance to 
give as well as to receive.” From this side 
of the water, this sounds very much like 
work relief. 

Truly an admirable report. The authors 
set themselves a really ambitious task, and 
though they do not always bring it off, the 
result is genuinely informing, generally 
stimulating, and often downright brilliant. 
One wearies, for example, of the repetition 
that is produced by their method of pre- 
senting their data first in relation to those 
of general unemployment, then in a de- 
scription of the sample, and finally with 
relation to long unemployment issues and 
problems. One is confused, too, at times, 
between the sample and Unemployment 
Assistance Board and Ministry of Labour 
sources. Sometimes one does not follow 
the argument, as when it is stated that “the 
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failure of the long unemployed group to 
decrease proportionately [with total un- 
employment] is due to difficulties of re- 
absorption: industry for some reason’ is 
clearly reluctant to draw on this reserve 
. . or there is some other obstacle such 
as . .. personal factors.” This seems a 
truism. The question is, why cannot in- 
dustry absorb them? The principal con- 
clusion and the most stimulating comments 
of the report are not impaired in the slight- 
est by disclosure of these inconsiderable 
blemishes. They are compensated by the 
single summary paragraph on page 55 
which climaxes the analysis of unemploy- 
ment in Leicester. This whole section is 
so good that it deserves verbatim reproduc- 
tion, but there is here room for only a 
single sentence. It tells a great deal about 
Leicester, about the stubborn roots of Brit- 
ish long-term unemployment, and, last but 
not least, about the kind of people who 
have made this magnificent contribution to 
economic and social knowledge. “The fac- 
tory nowadays claims a high proportion of 
lads when they leave school, and they are 
kept working there just as long as they can 
be sent home with a boy’s wage.” 
C. A. Kure 
University of Pennsylvania 


Common, Jack (Ed.). Seven Shifts. Pp. 
‘xi, 271. New York: E. P. Dutton and 
Co., 1938. $2.50. 

A very good idea well worked out, this 
close-up of their work and their world as 
reported by the holders of seven different 
kinds of jobs in England. The way these 
seven describe their daily tasks in col- 
loquial job-terms makes their stories highly 
informative and also maintains an atmo- 
sphere of first-hand sincerity. It must be 
added, however, that the unexpected ap- 
pearance of such words as “cliché,” “Rabe- 
laisian,” and the like arouses suspicion of 
more editorial direction than is admitted. 

Although the writers really display more 
job pride than they are willing to admit, 
their combined testimonies indicate that 
the physical conditions both of living and 
of working in Great Britain fall far short 
of ordinary American standards. It is 
hard to believe that a similarly chosen sep- 
tette of American workers would have 
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testified so uniformly as to either the 
dreary drudgery of their labor or the dull . 
monotony of their lives. Certainly the 
freer patronage of the cinema and of the 
radio, and particularly the Jarger use here 
of the motor car, would hardly fail to . 
lessen the depressingly common reference 
to the “pub,” the “horses,” and other 
forms of gambling. 

Pretty surely, however, this evident lack 
of improvement in the condition of either 
work or leisure forms a consistent whole— 
a whole which has a highly pertinent mes- ` 
sage to us here just now. For it is as plain 
today as it was to me when a worker there 
nearly twenty years ago (Full Up and: Fed 
Up) that both these lacks are certain to 
follow whenever employers and employees 
become convinced that a small amount of 
static worker Security is worth the sacri- 
fice of any and every amount of worker 
Opportunity. “Once a stoker (or what 
not), always a stoker” appears to be the 
leitmotif throughout the composition’s © 
seven movements. When both technologi-_ 
cal improvements and promotion up the 
line are made impossible by such a static, 
nonexpanding industry, the book’s other 
minor motifs become all but automatic— 
namely, pronounced worker opposition to 
the better working conditions obtainable 
by machinery, for fear of lessening jobs; 
worker acceptance of the “pub’s” sociabil- 
ity as a proper antidote for the (unim- 
proved) job’s needless drudgery; worker 
indulgence in gambling as the only practi- 
cal method of individual betterment; and 
worker assumption that unionism and So- 
cialism represent the only conceivable 
means for the betterment of conditions for 
the group. 

Altogether, the book represents a fresh 
and altogether worth-while go at worker 
interpretation. For the fundamental back- 
ground it gives, it is to be hoped that it 
may receive thoughtful reading by all who 
have during recent years assumed so 
lightly that the betterment of our workers’ 
condition here calls for little but the 
speedy establishment of a completely static 
industry via the wholesale importation of 
British and generally European models. 

Waiting WILLIAMS 

Cleveland, Ohio 
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DENNISON, Henry S., ef al. Toward Full 
Employment. Pp. xiii, 297. New York: 
McGraw-Hill Book Co., 1938. $2.50. 


This book, by the presidents of four 
business firms, presents a co-ordinated pro- 
gram of budget, monetary, and tax policies 
for combating depressions. The authors 
advocate a flexible budget, overbalanced in 
prosperity and unbalanced in depression, 
with plans and appropriations well in ad- 
vance so that the depression budgets will 
seem normal and therefore will not terrify 
the timid business executive. They pro- 
pose that the Government borrow from the 
banks during a slump in order to maintain 
the money supply, and spend such created 
bank accounts in order to put the money 
to work. They also advocate a shift of 
one billion dollars of the present tax 
burden from consumption to savings or 
“thrift.” 

It is certainly an encouraging sign when 
prominent business executives advocate 
‘public works for most of the unemployed 
in depressions, “welcome” the increasing 
proportion of the national income repre- 
sented by public spending, recognize a dif- 
ference between the principles of personal 
and public finance, recommend increased 
use of income and inheritance taxes and 
contraction in sales taxes, consider the un- 
distributed profits tax of 1936 “a step in 
the proper direction,” doubt the wisdom of 
sacrificing domestic stability to maintain 
the gold standard, explain that the crea- 
tion and destruction of the money supply 
by banks tremendously intensifies the in- 
stability in our economy, and point out 
that it is ridiculous to fear inflation in the 
midst of depression, when a large propor- 
tion of the Nation’s resources are idle, for 
then increased spending will increase pro- 
duction. 

Indeed, this book puts many academic 
economists to shame, for it contains more 
sound economics than most of the current 
textbooks. The authors point out that cre- 
ation of money by the banks differs little 
from creation of money by government 
fiat, and that the results of government 
borrowing from the banks are probably 
“about the same” as if private borrowing 
from the banks were responsible for main- 
taining the money supply. The discussion 
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of the incidence and effects of various taxes 
is well done. The authors recognize that 
savings at times are wasted by hoarding, 
that most saving proceeds more or less 
automatically and independently of the in- 
terest rate, that effective demand rather 
than the interest rate is the important fac- 
tor in most investment’ decisions, and that, 
as a country achieves economic maturity, 
some savings may be “unwholesome fat.” 

The authors indicate the extent to which 
their program differs from the less co- 
ordinated and less clear-cut program pur- 
sued by the present Administration. They 
might well have turned to Sweden for 
study of a country that since 1933 has 
rather successfully followed a program 
similar to the one they propose. 

The primary difficulties with the pro- 
gram presented would be practical ones. 
The authors fail to appreciate, as do some 
who helped to administer the W.P.A. and 
P.W.A. programs, the dilemma of finding 
highly “useful” projects that “will not in- 
fringe on the field of private industry,” in 
a country where, as they indicate, the ac- 
tivities and expenditures of government 
must increase in relation to private activi- 
ties. Power projects and low-cost housing 
come immediately to mind. And there are 
numerous other practical difficulties, such 
as discovering “the prevailing rate of 
wages” for various kinds of work and 
workers in each locality; co-ordinating the 
public works and tax programs of all the 
states, cities, and counties; and selecting 
projects that are located where needed and 
that can be started and stopped exactly as 
the program demands. 

RICHARD A, Lester 

University of Washington 


NATIONAL RESOURCES COMMITTEE. The 
Problems of a Changing Population, 
Pp. iv, 306. Washington: Government 
Printing Office, 1938. 75¢. 

Needless to say, we have here a report 
of the first importance for an understand- 
ing of the present trends in American pop- 
ulation. The report was prepared by a 
“technical staff’ under the direction of 
Frank Lorimer, and supervised by the pop- 
ulation problems committee, of which Pro- 
fessor E. B. Wilson is chairman. In scope, 


å 


` 214 


the report is comprehensive, covering ques- 
' tions of both quantity and quality, and giv- 
ing attention to economic, educational, 
health, and other cultural conditions. It 
opens with a study of population increase 
and future prospects of growth; this is fol- 
lowed by a survey of distribution and in- 
ternal migration; there follow regional, 
racial, and other aspects of differential fer- 
tility, and physical, biological, and health 
aspects of population vitality. There is a 
closing section on the value of diversity 
of cultural life. The whole is preceded by 
a summary statement by the Wilson Com- 
mittee. The material has been presented 
with remarkable clarity, much use being 
made of graphs and maps. 

One can. have only praise for a report so 
well presened, so instructive as to facts, 
and so conservatively constructive in its 
recommendations. The general situation 
as regards fertility trends, future popula- 
tion estimates, and internal migration have 
already been widely discussed by those 
interested in population questions. Such 
persons will not find here much that is new 
on these matters, but will be impressed 
with the freshness, clarity, and imagination 
of the presentation. In this connection the 
report emphasizes the changed economic 
outlook as compared with the nineteenth 
century, the wastefulness of past exploita- 
tion of natural resources, and the need for 
a firm and comprehensive conservation 
policy as regards both natural and popu- 
lation resources. The Committee suggests 
that a slowing down of growth seems bene- 
ficial, and finds “no reason for the hasty 
adoption of measures designed to stimulate 
population growth.” 

In view of the great public interest in 
the situation in the southeast quarter of 
the country, one notes that the report does 
not warrant optimism as to rapid improve- 
ment. It finds that widespread poverty 
will continue unless there are large sub- 
sidies from other sections, extensive new 
industrial developments, or emigration of 
three to six million persons. Very prob- 
ably all of these will occur in some degree, 
but one must be impressed with the magni- 
tude of the industrial boom that will ab- 
sorb so many from that region and at the 
same time absorb also those now unem- 
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ployed throughout the country and those 
backed up on the farms of the Nation, as 
well as the on-coming labor recruits, the 
numbers of whom are now close to a maxi- 
mum for all our history. There apparently 
is no ready solution for so huge a problem. 
Elsewhere it is pointed out that one need 
scarcely hope for a wide scattering of in- 
dustries so as to furnish part-time employ- 
ment for the rural population, and the 
suggestions of the Committee (p. 11) seem 
to be merely a list of what is already being 
done. 

One welcomes the inclusion in a report 
of this character of serious attention to 
questions of population quality, and the 
material as here presented may be recom- 
mended for universal perusal. The body 
of the report goes far beyond the over- 
cautious statement by the Committee. The 
effort to cover the genetics of human in- 
heritance in five pages is not overly suc- 
cessful, and might well have either been 
omitted or given more space. Mrs. Taeu- 
ber’s summary of knowledge of inheritance 
of mental diseases is brief but pointed; and 
the discussion of sterilization, while point- 
ing out that not nearly so much can be 
accomplished thereby as was formerly 
thought possible, nevertheless comes out 
(in the quotation, p. 164) in favor of it 
for those types of defectives for whom it 
is commonly suggested. Throughout this 
section, the report maintains a most ad- 
mirable balance in emphasis on the rela- 
tive roles of inheritance and cultural en- 
vironment, finding both sets of factors 
essential for both individual and national 
development. 

The remaining sections on health, edu- 
cation, and cultural diversity maintain the 
high quality of the entire document. At 
the end are several appendices containing 
pertinent discussion of possible additions 
to government services in promoting popu- 
lation research by additional publications 
and by a continuous register of population 
accounting. Altogether, we have here a 
public document that should be carefully 
perused by those who are making national 
policies. It will doubtless be carefully 
studied by sociologists, economists, edu- 
cators, and public health students. If it 
could be printed in textbook form and its 
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sales pushed by an enterprising publisher, 
its usefulness might be multiplied many 
fold. 
F. H. HANKINS 
Smith College 


NATIONAL RESOURCES COMMITTEE. Con- 
sumer Incomes in the United States, 
Their Distribution in 1935-36. Pp. vii, 
104. Washington: Government Printing 
Office, 1938. 30¢. 

This report on consumer incomes digests 
some of the elaborate data assembled by 
the Bureau of Home Economics and the 
Bureau of Labor Statistics concerning the 
purchases of 300,000 families. The mate- 
rial is presented in a graphic form which 
should make it of real value for use in the 
classroom and by study groups. The first 
section of the report deals with income dis- 
tribution of American individuals and fam- 
ilies. The second part breaks the figures 
down by regions, occupations, and race. 
Part three compares the results with other 
studies. The appendices, which occupy 
more space than the summary data, are 
principally devoted to the techniques of 
sampling. 

Space does not permit inclusion of more 
than a few high lights of the conclusions 
reached: 

1. There were estimated to be, in 
1935-36, 29,400,300 families in the United 
States consisting of “two or more persons 
sharing a common income and living under 
a common roof.” Of these families, “14 
per cent received less than $500 during the 
year; 42 per cent received less than $1,- 
000; 65 per cent less than $1,500; and 87 
per cent less than $2,500.” Family groups 
constituted 91 per cent of the total con- 
sumers. 

2. The 42 per cent of the total families 
with incomes under $1,000 received less 
than 16 per cent of the total family in- 
come. “The 4 per cent with incomes of 

- $5,000 or over received 21 per cent of the 

total.” 

3. “The poorest tenth [of income re- 
cipients], with incomes under $340 re- 
ceived less than 2 per cent of the aggre- 
gate income. The second tenth ’ with 
incomes ranging from $340 to .$545 re- 
ceived 3 per cent of the total. The 10 
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per cent .. . at the top of the income scale, 
with incomes of $2,600 and over received 
36 per cent of the aggregate income—about 
the same amount as the 70 per cent at the 
bottom of the scale.” 

4. The median income of all families in- 
cluding those in receipt of some relief was 
$1,160; the mean income, $1,622, The 
median income of Negro nonrelief families 
in Southern rural communities was $480; 
in Southern cities of 2,500 population and 
over, $525; and in the North Central cities 
of 100,000 population and over, $1,095. 

Cotston E. WARNE 

Amherst College 


Hoyt, ELmzaBetH ELLIS. Consumption in 
our Society. Pp. ix, 420. New York: 
McGraw-Hill Book Co., 1938. $3.00. 
With two .important contributions to 

consumer economics to its credit in a sin- 

gle year, Iowa State College appears to be 
taking the lead in the rise of consumer eco- 
nomics. Miss Hoyt’s work is an excellent 
companion volume to Margaret Reid’s The 

Consumer and the Market. 

The theme that runs throughout the 
book is that of the determination of con- 
sumer standards. Miss Hoyt holds that 
“consumption is the court of last resort 
for weighing values against values, sacri- 
fices against sacrifices and values against 
sacrifices.” She recognizes the great influ- 
ence of group pressure upon the indi- 
vidual’s choices of goods and gives pri- 
mary attention to the ways in which the 
consumer may advance his satisfactions 
from the economic system. The work is 
well adapted for use as a text. 

Part I on “Consumption and Choice” is 
the least satisfactory in the book, as it 
rushes through psychological and anthro- 
pological material with too great haste to 
clarify the consumption patterns either of 
earlier systems or of our own. In Part II 
on “Consumption and the Exchange Sys- 
tem” the presentation is straightforward 
and most adequate for the purpose, al- 
though one wishes that the author had de- 
voted a chapter to the place of chain and 
department stores in our exchange system. 
The measurement of consumption stand- 
ards in Part IIT is brief but adequate. 
The maximizing of satisfactions, treated in 
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Part IV, is perhaps the best section of the 
work, in that it breaks from the narrow 
concept of giving a few pointers on how 
the consumer may buy more cheaply. It 
instead indicates that the way to intelligent 
consumption standards often involves a 
drastic shift in one’s system of valuations. 

The reviewer would quarrel with Miss 
Hoyt’s designation of Consumers Research 
as “perhaps the most militant of consum- 
ers’ associations,” and would be prone to 
lay more stress than she does upon the 
imperative necessity of forming substantial 
consumer groups in each community, not 
only for co-operative purchasing but also 
for pressure upon governing bodies and 
upon business. 

Corston E. WARNE 
Amherst College 


Warkins, Gorpon S., and PauL A. Dopp. 
The Management of Labor Relations. 
Pp. xviii, 780. New York: McGraw- 
Hill Book Co., 1938. $4.00. 


The present volume represents a revision 
of Professor Watkins’ earlier Labor Man- 
agement. It follows rather closely the tra- 
ditional pattern obserbed in the first edi- 
tion. A preliminary section deals with the 
nature of personnel administration and its 
early history. That is followed by a brief 
consideration of various psychological fac- 
tors encountered in the practice of man- 
agement. Attention is then given to selec- 
tive devices and techniques and to various 
practices designed to maintain labor effi- 
ciency. A section on current personnel 
procedures in the public service follows, 
and a final major division is devoted to a 
description of employee representation 
plans and a discussion of collective bar- 
gaining under present legislation. In an 
additional brief chapter the authors ap- 
praise the status of personnel administra- 
tion at the present time. 

Basic to the whole presentation is the 
assumption that modern business is a joint 
enterprise of capital and labor. The par- 
ticular function of personnel management 
from this point of view involves “giving 
sufficient attention to human forces to as- 
sure their mobilization for effective co-op- 
eration.” 

Chief distinctions between the present 
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volume and the earlier Labor Management 
involve a somewhat broader reference to 
psychological aspects of personnel admin- 
istration, an entirely new section on public 
service personnel, and an expanded discus- 
sion of collective bargaining. The whole 
volume reflects the recent trend away from 
the earlier paternalistic philosophy that 
characterized personnel administration in 
the immediate postwar period. 

The approach to personnel policies and 
practices is distinctly descriptive rather 
than analytic. Early chapters present an 
interesting narrative account of the de- 
velopment of personnel administration, and 
later sections maintain a similar style and 
describe numerous current practices with 
little consideration of possible means of 
appraising their value and effectiveness. 
The authors recognize the need for such 
constant evaluation, and a section on sta- 
tistical control mentions the desirability of 
maintaining and analyzing inclusive per- 
sonnel reports and records. But illustra- 
tions of the purposes, the methods, and 
the possible values of such analytical ex- 
amination as these records make possible 
is avoided. Similarly, although frequent 
reference is made to the necessity for dis- 
covering conditions associated with tardi- 
ness, absenteeism, labor turnover, and 
other current problems, and for recogniz- 
ing factors related to promotions, effective 
training, satisfactory methods of remuner- 
ation, and other aspects of labor mainte- 
nance, no attention is given to methods by 
which essential analysis may be under- 
taken. 

The presentation is well organized and 
carefully written, and the authors have 
preserved a fine balance in their considera- 
tion of the various financial, commercial, 
and industrial fields in which personnel 
practice is most important. 

DALE YODER 

University of Minnesota 


Amos, MAURICE SHELDON. Lectures on 
the American Constitution. Pp. ix, 178. 
New York: Longmans, Green and Co., 
1938. $2.50. 


For the output of a foreign pen, Pro- 


fessor Amos’ treatment of some of the 
main topics of our constitutional law is 
. 
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t remarkably accurate and well considered. 
Sir Maurice testifies in his Preface to the 
lively interest of the British public today 
in the questions with which he deals. The 
book itself confirms him in this assertion, 
inasmuch as it comprises lectures that Brit- 
ish audiences sat through. 


To the American reader these lectures ` 


are a good deal of a disappointment, to- 
tally Jacking, as they do, the sort of com- 
parative criticism that Professor Amos 
could so well have supplied. Or it may be 
that American constitutional law is so 
much the sui generis product of the Amer- 
ican politico-legal genius that it defies all 
efforts at comparison with anything else. 

Throughout the book the guidance of 
Professor Willis’ work on Constitutional 
Law is evident, but at one point Professor 
‘Amos seems to have permitted his leg to 
be pulled by an opponent of the Presi- 
dent’s Court Plan, which, he says, left “the 
eventual size of the Court” to “be deter- 
-mined not by Congress but by the volition 
of the individual judges and by the Presi- 
dent” (p. 144). The answer is, What of 
it? There is nothing in the Constitution 
which would forbid such an arrangement. 
As a matter of fact, the size of the Court 
today depends from time to time on the 
volition of the individual judges and that 
of the appointing power; and it may have 
been the original intention of the Constitu- 
tion to leave it there altogether. (See, e.g., 
my President’s Control of Foreign Rela- 
tions, 51-55.) 

EDWARD S. Corwin 
Princeton University 


WRIGHT, BENJAMIN FLETCHER, JR. 
` Contract Clause of the Constitution. 
Pp. xvii, 287. Cambridge, Mass.: Har- 
vard University Press, 1938. $3.50. 
As Professor Wright explains in his In- 
troduction, he does not intend his volume 
as a legal treatise. His concern has been 
rather to portray “the role of the Supreme 
Court as a governing body in American 
life.” His emphasis, consequently, is on 
the important cases, both those which 
mark the expansion and those which mark 
the contraction of the obligation of con- 


tracts clause as a basis of judicial review. . 


In the realization of this purpose he has 
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been enviably successful, although some of 
his chapters are naturally, from the point 
of view of this guiding purpose, of more 
interest than the others. I am thinking 
especially of chapters 1, 2, 3, 4, 8, and 12. 

The obligation of contracts clause was 
put in the Constitution in the interest of 
private creditors. Its extension by Mar- 
shall to public contracts—especially to 
public grants—was not, however, an en- 
tirely unheralded event. Justice Patterson 
had anticipated such a -development in 
1795, and Hamilton, as counsel for partici- 
pants of the Yazoo Land scheme, in 1796, 
In fact—though Professor Wright does not 
mention the point—the Court’s decision in 
Chisholm v. Georgia in 1792 assumed that 
the obligation of a public contract was a 
legally. enforceable obligation. But the re- 
sult of Marshall’s decision in Fletcher v. 
Peck and the Dartmouth College case was, 
nevertheless, virtually to write a new 
clause into the Constitution, one which 
has brought the Court first and last nearly 
nine times as much business as the orig- 
inally intended reading of the clause has! 
(P. 243.) 

The clause attained its ascendancy as a 
basis of judicial review during the years 
when Chase and Waite were Chief Justices. 
In Professor Wright’s words: “Before 
1865 the Court held state acts invalid in 
fifty-eight cases. Between 1865 and 1873 
there were fifty-two such cases. In this 
short period there were twenty cases in 
which state acts were held invalid as be- 
ing contrary to the contract clause. Fur- 
thermore, the proportion of cases in which 
laws considered under this clause were 
held unconstitutional reaches a new and 
all-time high of almost 60 per cent of the 
total number of cases considered under 
this clause” (p. 93). Similarly, “between 
1873 and 1888 there were 29 cases in 
which state legislation was held unconsti- 
tutional under the clause, in 24 of which 
public contracts were involved. The sub- 
sequent decline of the clause has been due, 
first, to the rise and expansion of the doc- 
trine of no-delegable police power; sec- 
ondly, to the rise and expansion of the 
Due Process of Law Clause as a basis of 
judicial review.” 

Professor Wright contends (see p. 245) 
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that “contrary to the usually accepted 
view,” Taney’s chief-justiceship marked 
“no break with the Marshall tradition” in 
the Court’s policy toward property rights. 
This is asserted too dogmatically. Taney’s 
opinion in the Charles River Bridge Case 
brought forward the public interest as a 
judicially cognizable justification of legis- 
lation in a way that was later to prove of 
great importance, and at the same time it 
repudiated the doctrine of extraconstitu- 
tional limitations which had found counte- 
nance in several decisions of Marshall’s 
time. Also I suspect that Professor Wright 
somewhat exaggerates the significance of 
the fact that while the state constitutions 
were becoming more and more democratic, 
the obligation of contracts clause was be- 
coming a more and more common feature 
of them. From the beginning, successive 
state constitutions, and especially bills of 
rights, have been to a great extent auto- 
matically copied from earlier ones. There 
is a vogue in these matters as there is in 
others. i 
i Epwarp S. CORWIN 
Princeton University 


' Ramaswamy, M. The Law of the Indian 


Constitution. Pp. xlii, 450. New York: 
Longmans, Green and Co., 1938. $8.40. 


No citizen of the British Empire, indeed 
no serious citizen of any state, can view 
without misgiving the problems suggested 
by the Indian Empire with its vast popu- 
lation, in which almost countless races, re- 
ligions, and cultures, with deep roots in 
antiquity, are united under the British 
Crown. Its constitutional and cultural is- 
sues have been seen too often through 
imperial or theoretical eyes, or in the lurid 
light of journalism which would weigh in 
the scales of other civilizations indigenous 
and native modes of living with profound 
claims for continuity of existence and of 
natural evolution. It is fortunate, then, 
when Indian scholars of undoubted quali- 
fications begin to discuss in English some 
of their own problems and bring to them 
not merely scholarship and learning but 
also that native experience and atmosphere 
which are so essential. Already Professor 
G. N. Joshi of Bombay has laid us under 
obligations im this connection. His ad- 
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mirable writings are popular and descrip- 
tive—in, the best sense of those terms— 
and they provide a good general view of 
Indian constitutional law and administra- 
tion. There remained, however, an oppor- 
tunity for an Indian scholar to examine 
more technically the law of the Indian 
constitution and to provide a legal inter- 
pretation of the Government of India Act, 
under which, as a great experiment of 
faith, another step forward has been made 
toward the completion of Indian self-gov- 
ernment. 

This opportunity has been taken by Mr. 
Ramaswamy, already known as a distin- 
guished Indian jurist, lawyer, and historian, 
and it is with sincere pleasure that we wel- 
come his treatise, which is a work of great 
merit. Against a background of Indian 
historical experience, well written and 
sober, he has provided the best legal inter- 
pretation of the Government of India Act, 
1935, at present available. This is high 
praise and it is not lightly given; for any 
student, even superficially acquainted with 
that long and complicated statute, must at 
once admire an exposition which is clear, 
concise, and to the point; which sees diffi- 
culties and boldly faces them without get- 
ting lost in the sorry world of meticulous 
problems. The author has given to the. 
statute the benefits of a generous and 
broad legal training and has striven to see 
in it an instrument for social and constitu- 
tional national progress in the hands of 
men of good will, and a necessary step in 
India’s advancement to the full stature of 
Dominion status—a concept which he ex- 
amines with sober clarity. In addition, 
and arising necessarily out of this view, the 
distinguished author has provided interest- 
ing parallels from the constitutional law 
of the United States, Canada, and Aus- 
tralia. The result is that we possess not 
merely an adequate discussion of Indian 
constitutional law, but also suggestive con- 
tributions to comparative law. The trea- 
tise ought to be read by everyone in- 
terested in a momentous constitutional 
experiment, and we offer our sincerest 
congratulations to a wise judicial and clear- 
thinking Indian scholar. 

W. P. M. Kennepy 

University of Toronto 
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preme Court 1789-1937. Pp.124. Min- 
neapolis: University of Minnesota Press, 
1938. $2.00. 


Here is a most interesting little. book. 
The author has assiduously collected spe- 
cific facts concerning age, education, prior 
judicial or other public service, and repre- 
sentation of certain states or sections, of 
the seventy-five Supreme Court Justices 
appointed prior to 1937, and has incorpo- 
rated the data into tables showing the 
trends throughout the years of the Court’s 
existence. Those who love to decry social 
science research may as often condemn the 
results for “merely telling us what we al- 
ready know.” Actually, again as often, 
much is information which we really do 
not know, and the remainder is in the main 
what at best we know only inexactly and 
by guess or “intuition.” The material here 
presented is definite and concrete, and as 
to certain matters, quite unanswerable. 

Some facts as to the justices emerge 
clearly. Thus, while geographical reasons 
have clearly influenced particular appoint- 
ments, the effect of the drive for locality 
representation has been most variable. 
Outside of a showing of the predominance 
of the South in the early days and in gen- 
eral of the East throughout, no specific 
trends are discernible. Thus, an appoint- 
ing executive might well conclude that his- 
tory does not make a case for definitely 
sectional representation in the high Court. 
Of course, there are obvious difficulties in 
tabulation here; witness the fact that Mr. 
Chief Justice Taft, who counted himself 
from Connecticut when on the bench, is 
here allotted to Ohio, the state of his birth 
‘and early life. 

When we come to the other major parts 
of the study, the information is perhaps 
more significant. That on education and 
prior public experience shows, for example, 
that judicial experience has not been a 
predominant characteristic of the justices, 
whereas political and officeholding expe- 
rience has been. The author calls atten- 
tion to the present swing towards appoint- 
ments from the Department of Justice, 
which he suggests may prove a more direct 
channel to the Supreme bench than the 
other Federal or the state courts, 
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On age qualifications, the facts pre- 
sented are clearest of all. They show a 
steady trend toward higher age of the 
judges on appointment and still higher 
average age for those serving. No judges 
less than forty years of age have served 
since 1819, while the average age for the 
last decade has approached seventy. By 
natural course of events, these elderly men 
represent a political thought on appoint- 
ment which soon becomes as much as a 
generation behind that of the time they are 
serving. 

Recurrently, therefore, about each 
twenty years we indulge in some explo- 
sion which, at terrific cost and loss of 
prestige to the Court, brings about a re- 
alignment of the justices and a re-estimate 
of constitutional doctrine on their part. 
No wonder there is continuing recurrence 
of the question whether a democracy can 
survive in competition with more swiftly 
moving governments, when the execution 
of its most important policies is to be regu- 
larly delayed by the legal brake which our 
present constitutional doctrines supply. 
For a fair consideration of this important 
issue, this book supplies information of 
the highest value. 

CHARLES E. CLARK 

Yale University 


Lanpis, James M. The Administrative 
Process. Pp. 160. New Haven: Yale 
University Press, 1938. $2.00. 

Here, in four pleasingly lucid and judi- 
ciously stated essays, we have an able de- 
fense of the administrative process by one 
trained in the law, a student of the judicial 
process, and an eminent practitioner in ad- 
ministration. James M. Landis speaks 
with the authority of intelligently consid- 
ered experience and carefully reasoned 
statement. 

The fact of the increased use of admin- 
istrative tribunals is indisputable and has 
in itself been taken as a cause for alarm. 
That steady increase is, however, evidence ` 
(1) of the inappropriateness of the tradi- 
tional court procedures for the perform- 
ance of certain functions, (2) of the in- 
ability of the legislature to determine 
detailed economic policy, and (3) of the 
legislative acceptance of the need for some 
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such agency as the administrative tribunal 
to perform these functions. 
The allocation of the power to govern 


to an administrative agency is neither an- 


abdication of legislative responsibility nor 
an attempt to displace the courts from the 
performance of general adjudicative func- 
tions. It is rather an attempt to adapt the 
machinery of government to the particular 
needs of regulatory control either.as af- 
fecting a particular industry or as relates 
to a particular function cutting across all 
industry. Thus the tripartite separation 
of powers traditionally considered neces- 
sary at the level of sovereign branches of 
government approaches the unified direc- 
tion of industrial management in attempt- 
ing to deal with industrial problems where 
expertness and flexibility are desiderata. 
Nor is this allocation of general power 
to govern an unchecked grant of discre- 
tion. The administrative tribunal is de- 
pendent on the legislature for supplies, 
must maintain a satisfactory political liai- 
son with both executive and legislative, 
must confine itself to the field outlined in 
its creating act, must make a detailed find- 
ing of fact before adjudication, must see 
that its adjudications serve the general line 
of policy involved in the act and its ad- 
ministration, and must submit, finally, to 
judicial review. In addition, there is the 
definite tendency to free such agencies 
from the politics of patronage and a too 
close dependence on change in administra- 
tions, and to develop within them profes- 
sional standards of responsible conduct. 
Improvements in the status of admin- 
istrative agencies are likely to be achieved 
through discovery by the legislature of the 
point of balance between adequate legis- 
lative sanctions for administrative discre- 
tion on the one hand and a too detailed 
regulative code on the other; by the at- 
tainment of a similar balance in defining 
the scope of the administrative field which 
can be effectively managed by the agency 
concerned; and by an increasing restraint 
on the part of the courts in insisting on 
review of the facts presumably already.de- 
termined by experts in such matters. It is 
possible that this last trend will even go 
to the point of restraint in reviewing mat- 
. ters of law. 


Federal Trade Commission. 
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- Dean Landis weights his argument with 
selected. illustrations from his experience 
with the Securities and Exchange Commis- 
sion, supplemented by references to the 
Interstate Commerce Commission and the 
His discus- 
sion is dispassionate. Students of govern- 
ment will enjoy reading it; legislators and 
administrators should profit from his sug- 
gestions; judicial partisans will do well to 
ponder his analysis of functions and the 
probable trends. 

Harvey PINNEY 
New York University 


Bucx, A. E. The Reorganization of State 
Governments in the United States. Pp. 
viii, 299. New York: Columbia Uni- 
versity Press, 1938. $2.50. 


The author has again ably summarized 
for us the present status of state adminis- 
trative reorganizations. Beginning with Il- 
linois in 1917, twenty-six states “have more 
or less remodeled their administrative 
structures—three of them by constitu- 
tional revisions and the others by statutory 
changes.” 

The volume is logically divided into two 
parts. In the first part Mr. Buck presents 
an excellent analysis of the reorganization 
movement. He concludes that “no state 
can hope to develop to the fullest measure 
its natural resources and its industry and 
commerce, maintaining a stable condition 
in the latter, without the aid of an enlight- 
ened and businesslike state administration, 
one which fosters the best interests of the 
citizens and operates without excessive 
drain upon their income through taxes.” 
He believes, however, that many of the 
present reorganizations, since they do not 
involve modifications of constitutional 
agencies, fall short of the greatest effec- 
tiveness and economy. Perhaps the satel- 
lites of administrative integration, such as 
budgetary control, improved accounting, 
centralized purchasing and personnel su- 
pervision, are more important in promoting 
“better service and greater economy” than 
the planet itself. In his discussion of 
types of administrative reorganization, Mr. 
Buck suggests the consideration of the Ca- 
nadian “responsible cabinet form.” The 
salient features of this system are an 
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elected ceremonial head of the state, an 
elected one-house legislature “which would 
choose a prime minister, who in turn would 
choose his associate ministers. The life of 
the ministry . . . would depend upon re- 
taining the support of-a majority in the 
legislature.” The administrative organiza- 
tion would be integrated in a few impor- 
tant departments, while the technical su- 
pervision would be intrusted to permanent 
undersecretaries and staffs chosen on a 
merit basis. A number of political scien- 
tists would welcome such an experimenta- 
tion in one of the American states. 

In the movement for judicial reorgan- 
ization, no state has created a unified or 
general state court advocated by the Amer- 
ican Judicature Society. Half of the states 
have created judicial councils “to study 
court procedure and recommend improve- 
ments, to promote an even distribution of 
adjudication, and to modernize the court 
administration.” f 

In part two, the author has summarized 
the reorganization movement, actual or 
proposed, in each of the forty-eight states. 
This area is made more effective by the 
addition of charts indicating the admin- 
istrative organizations in Illinois, New 
York, and Tennessee. An appendix con- 
taining both general references and ref- 
erences by states should prove to be of 
great value to the student desiring to in- 
vestigate the problem more intensively. 

Students of government are grateful for 
Mr. Buck’s volume. The stress of keeping 
up to date in the fast-moving field of gov- 
ernment assures this book a most cordial 
welcome to our libraries. 

CHARLES C. ROHLFING 

University of Pennsylvania 


McKean, Dayton Davin. Pressures on 
the Legislature of New Jersey. Pp. 251. 
New York: Columbia University Press, 
1938. $2.75. 

In Pressures on the Legislature of New 
Jersey, Dr. McKean presents a realistic 
picture of the actual forces which produce 
legislation in one state of the Union. The 
author, as a member of the New Jersey 
Assembly in the sessions of 1934 and 1935, 
combines in the study this practical legis- 
lative experience with the penetyating in- 
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sight of the student of government. In the 
early chapters of the volume, the author 
discusses the economic and political back- 
ground of New Jersey in which the various 
interest groups take root. The diversified 
interests of some 164 active groups are 
classified under the headings of business, 
labor, agricultural, professional, religious, 
public employees’, veterans’, women’s, mo- 
torists’, public education, and reform 
groups. The internal affairs of seven im- 
portant organizations are selected by the 
author for detailed analysis. 

. Undoubtedly the best chapter of the 
book is the one which describes group and 
party pressure in the battle over the adop- 
tion and repeal of the short-lived sales tax 
in New Jersey in 1935. The author here 
concludes tht “the story of the New Jersey 
sales tax shows that party pressure upon 
legislators may prevail over group pres- 
sure, that the party organizations are will- 
ing on occasion to abandon the rank and 
file and to represent the officeholders, to 
defy a widespread public opinion, and to 
defy as well the most powerful groups in 
the state; but the story shows too that 
when conditions are favorable, a group 
without much money to spend can defeat 
both party organizations.” 

With respect to the general pressure 
methods used in New Jersey, the author 
states “that techniques have changed 
somewhat with improvements in facilities 
for communication. There are still traces 
of corrupt practices, but the lobby of the 
last generation is gone, and with it most 
of the social lobby. Today, groups are 
coming more and more to understand and 
to use as a basis for all their other’ work, 
the techniques of propaganda perfected at 
the time of the World War.” 

Dr. McKean properly points out that 
New Jersey remains one of the twelve 
states that have not even attempted to 
‘regulate the lobby through legislation. Nor 
does the state have the aid of a legislative 
reference bureau or a bill-drafting service. 
In fact, the clerk of the Assembly even 
records the votes of members very much 
as he pleases—another one of the archaic 
legislative practices of which New Jersey 
may boast. 

The author’s contribution should stimu- 
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late further studies of lobbying activities 
in other states and large municipalities. A 
more adequate sampling of pressure poli- 
tics in the United States will supply stu- 
dents with a body of data which might 
produce the practical formula for the 
proper participation of organized groups in 
a democracy. 
BELLE ZELLER 
‘Brooklyn College 


Henry, Netson B., and Jerome G. KER- 
win. Schools and City Government. 
Pp. xi, 104. Chicago: University of 
Chicago Press, 1938. $1.50. 

This publication was initiated and car- 
ried out by political scientists and edu- 
cators of the University of Chicago. It 
grew out of the disagreement of educators 
and political scientists as to whether public 
education should be organized as a co- 
ordinate or dependent division of local 
government, or should be locally admin- 
istered under an authority independent of 
municipal government. 

The investigation is concerned with cit- 
ies over 50,000 in population. The mate- 
rial of the study came from an analysis of 
the legal basis of school and municipal 
relationships, from a field trip of two or 
three days to each of thirty-three cities by 
two investigators, and from correspond- 
ence. . 

The contribution of the study lies in two 
areas. First, it provides an excellent sum- 
mary of various legal and structural ar- 
rangements for the control and administra- 
tion of public education on the local level. 
Particular attention is given to the rela- 
tionships of school and local governmental 
authorities. Second, the study presents a 
number of illustrations of the manner in 
which school and municipal officials have 
achieved co-operation in various areas of 
common concern—public health, recrea- 
tional facilities, and the like. 

The foregoing contributions of the in- 
vestigation, however, are incidental. The 
document is mainly concerned with stating 
the case for placing education under the 
control and administration of local govern- 
ment. In doing so, it commits some of the 
errors of the advocate. It misstates the 
position of those who oppose municipal 
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control of ‘education. For example, it is 
said that instances of disruption of school 
programs “from changes in the personnel 
of school boards are completely disre- 
garded,” by the advocates of school inde- 
pendence. The literature of school admin- 
istration does not justify the foregoing 
quotation. Also, where does one find “the 
strong pleading for complete separation 
of school and municipal functions as ex- 
pressed in the declarations and writings of 
many... ”? 

At several points the difference between 
dependence and co-operation is not clearly 
distinguished. As a result, those who op- 
pose subordination of education to munici- 
pal government are made to appear to 
oppose co-operation and co-ordination of 
effort in the maintenance of common 
services. The study cites and approves 
illustrations of effective co-operation and 
co-ordination of effort by school and mu- 
nicipal- officials in cities where municipal 
government has reached a reasonable de- 
gree of efficiency and responsibility. Might 
not these illustrations have suggested that 
governmental efficiency can be attained on 
the local level without placing the schools 
under municipal control? In spite of this 
and other evidence which suggest sus- 
pended rather than final judgment, the 
study resolutely pushes forward in its ad- 
vocacy of municipal control of public edu- 
cation. 

Accordingly, one must conclude that 
whereas this document presents some in- 
teresting and valuable factual material, it 
is primarily a statement of one viewpoint 
as to the relation which education and 
municipal services should have in local 
governmental organization. 

Joun K. Norton 

Columbia University 


MACAULAY, FREDERICK R. The Move- 
ments of Interest Rates, Bond Yields 
and Stock Prices in the United States 
since 1856. Pp. xvi, 240, A351. New 
York: National Bureau of Economic 
Research, 1938. $5.00. 

Harotp, GILBERT. Bond Ratings as an 
Investment Guide. Pp. xii, 274. New 
York: The Ronald Press Co., 1938. 
$3.00. 
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[xs JAMES ALEXANDER, Jr. Speculation, 
Stock Prices and Industrial Fluctuations. 
Pp. xvi, 426. New York: The Ronald 
Press Co., 1938. $4.50. 


There is a growing body of economic 
thought which maintains that it is not so 
much the capitalistic system of enterprise 
that plagues our economy as it is our ig- 
norance of how that system operates and 
of what is the true réle of capital in cre- 
ating our material welfare. More and 
more the conviction grows that capital, its 
nature, value, and valuation, the organiza- 
tion of production factors, and the control 
over our capital resources, may provide a 
useful clue to a more abundant life. Only 
in the past three or four years have real- 
istic and critical studies of capital, per se, 
made their appearance; it is likely that 
with the extension of these investigations 
we shall learn many valuable things con- 
cerning the functioning of our economy. 
That is, investigations are making a sharp 
cleavage between capitalists and capital, 
between human conduct and technological 
functioning of capital. The three volumes 
here reviewed are typical of this newer 
vein of investigation. 

Dr. Macaulay has made the most criti- 
cal, detailed, and scientific statistical in- 
vestigation of interest rates and affiliated 
prices ever made in the United States. His 
conclusions are not so new or startling as 
in their demonstrable finality. Chiefly, he 
has been able to show: (1) that there ex- 
ists no one interest rate upon dollars of 
capital any more than there exists a single 
rent for all acres of land or a common 
wage for all hours of labor; (2) that cur- 
rently, at least, there exists no reliable 
system of forecasting either the rate of 
return to capital or the business cycle in 
general; (3) that “pure interest” is an 
academic abstraction, neither defensible in 
theory nor discoverable in fact; (4) that 
individual factors do not “cancel out” 
when studying social aspects of interest 
rates, hence there always is a bias in av- 
erages and in trends in rates; (5) that each 
increase in complexity of the economic sys- 
tem results in increased severity of effect 
of maladjustments within that system; 
. (6) that there is no imperative necessity 
for demonstrating a theory of, interest 
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which is universally true so long as a basis 
for explaining actual interest (capital re- 
turn) can be ascertained and employed in 
the solution of practical problems; and (7) 
that long-term versus short-term interest 
rates are a numerical morass, inviting trou- 
ble to every analyst and leading to defeat 
more often than not. The argument is also 
advanced that a system of forecasting, if 
followed by the masses, would not, as is 
commonly supposed, make for steadiness 
of economic life, but oppositely, would 
lead to greater and more frequent fluctua- 
tions in our industrial affairs. 

The discussion of interest rates and com- 
modity prices (Chapter VI) contains the 
core of what appears to be a new approach 
to interest rates. The essence of the idea 
seems to be midway between Fisher and 
Keynes, in that future money rather than 
future commodity considerations are up- 
held by most people and in that liquidity 
has a significant bearing upon the forms in 
which future purchasing power will be ac- 
ceptable. Incidentally, an expansion of 
this one chapter into a small volume would 
be welcomed by many students. 

Professor Harold has applied three basic 
tests to bond ratings to ascertain the use- 
fulness of the ratings in practice. His tests 
were: market action, yield, and default. 
In each case the tests were applied for six 
consecutive years to determine the period 
of time over which the ratings might be 
useful. The general conclusions are (1) 
that ratings are a useful but not infallible 
guide to investment value, and (2) that 
the dependability of the ratings decreases 
with the passage of time. By using a 
“pessimistic” rating, i.e., the lowest rating 
assigned by the several rating agencies, a 
more dependable guide to investment can 
be obtained than by using any individual 
agency rating. The need for more and 
better financial reports for industrial cor- 
porations is admitted by the categorical 
assertion (p. 217) that ratings proved more 
reliable for railroad and public utility is- 
sues than for those of other corporations. 
It will be interesting to test this conclusion 
against industrials again when the Securi- 
ties Exchange Commission has been in op- 
eration for a longer period of time. Pro- 
fessor Harold finds the same evidence of 
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economic bias in averages and trends as 
does Dr. Macaulay. The emphasis upon 
the danger of averaging yields for the vari- 
ous ratings is excellent, for amateur statis- 
ticians are frequently tempted to do just 
that. Professor Harold concludes that 
some ‘reforms are desirable, namely: (1) 
that uniformity of rating symbols would 
be useful; (2) that the same symbol 
should indicate the same credit risk in 
various industries; (3) that the publica- 
tion of “average” yields is dangerous, even 
for each rating; and (4) that there is still 
much room for improvement in rating sys- 
tems. 

Speculation, stock prices, and industrial 
fluctuations are correlated by Professor 
Ross. The discussion is divided into seven 
parts: (1) income to common stock (the- 
ory of profits); (2) theory of investment 
valuation and of speculation; (3) place of 
speculation in our economic order; (4) 
theory of professional speculation; (5) 
speculation in prosperity; (6) speculation 
during depression; and (7) indirect effects 
on industry and real investment. As a 
research publication the work is. weak in 
that the data are almost exclusively from 
the postwar United States experience, and 
in the use of many secondary source mate- 
rials which are themselves open to attack 
from some points of view (e.g., Congres- 
sional Hearings in which political elements 
were present, quasi-popular writings, and 
so forth). The reviewer frankly admits 
that he does not understand some of this 
book, and he is of the opinion that in- 
cisive and critical restatement of much of 
the theory of Chapters 1, 2, and 3 would 
increase the usefulness of the volume. 
Moreover, it is by no means universally 
accepted that stock valuation is a mere 
matter of capitalized income, since such 
capitalization involves uncertainties of the 
first order: (1) the rate of capitalization 
varies from time to time and from indi- 
vidual to individual; (2) the income to be 
capitalized is a variable, unknown and un- 
predictable, except in the most vague and 
general terms; and (3) the assumption that 
people generally know and think in terms 
of “capitalizing” is naive. 

i FLovD F. BURTCHETT 

University of California at Los Angeles 
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McGrane, Recinalp C. Foreign Bond- 
holders and American State Debts. Pp. 
ix, 410. New York: The Macmillan 
Co., 1935. $4.00. 


While the general outlines of foreign. 
borrowing by American states are more or 
less familiar, it is wholesome that we 
should be reminded, at a time when we are 
tempted to air our indignation toward 
dilatory foreign creditors, that this country 
has also had an unsavory record in respect 
to foreign obligations. As a casual reading 
of the present volume will indicate, all the 
cutting remarks we manage to make about 
foreign borrowers, foreigners said years 
ago about us and often with more justifica- 
tion. This fact proves nothing, of course, 
for, as we should know by this time, prece- 
dent counts for very little in foreign in- 
vestment. Nevertheless, recognition of 
our own past delinquencies should help to 
improve our manners in discussing the 
present delinquencies of others. 

At any event, foreign state debts played 
an important part in the financial history 
of this country, and their stoty needed to 
be told accurately and in detail. Professor 
McGrane has performed this task with ex- 
traordinary care and diligence so far as it 
relates to obligations on which there was 
default. (The title of the book, it may be 
noted, is slightly misleading.) The present 
volume is comprehensive and exhaustive, 
and would appear to be definitive. Ameri- 
can, British, and Dutch sources, including 
manuscripts and newspapers, have been 
conscientiously exploited; it seems improb- 
able that other scholars will need to go 
over this same ground again. 

The treatment presented is that of a 
historian or a political scientist. Facts are 
offered in abundance: there is full discus- 
sion of the legal and legislative history of 
the debts and of public opinion at home 
and abroad. The type of analysis an econ- 
omist would have been likely to include is 
either sketchy or entirely lacking. In this 
respect the book is much less satisfactory 
than the smaller volume by H. C. Adams, 
The Repudiation of State Debts, written 
nearly fifty years ago. 

Defaults on state debts fall into two 
main periods, one in the forties and one ' 
following the Civil War. Debts incurred 
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under the Confederacy are, very properly, 
excluded from the present discussion. In 
the earlier period states in the East and the 
Middle West as well as in the South were 
conspicuous, but in the later period all the 
defaulting states were Southern with the 
single exception of Minnesota. Among the 
factors mentioned as chiefly responsible for 
defaults on state debts are: (1) the as- 
sumption of an excessive burden of debt, 
especially for relatively unproductive ven- 
tures; (2) corruption and mismanagement 
on the part of state officials; (3) popular 
opposition to honoring obligations assumed 
by carpetbagger administrations, the so- 
called “bayonet bonds”; (4) hostility to- 
ward bankers and capitalists; (5) business 
depression, in particular the depressions 
following 1837 and 1873. 

The tone of this volume is a welcome 
change from the somewhat sensational 
presentation employed in various books on 
American foreign investments. No effort 


has been made`to appeal to the general . 


reader. It is the sort of book that must 
be on the reference shelves of all libraries 
and should be owned by students of Amer- 
ican economic history and of international 
finance. 
CHARLES R. WHITTLESEY 
Princeton University 


Secrist, Horace. National Bank Failures 
and Non-Failures. Pp. xix, 309. Bloom- 
ington, Indiana: The Principia Press, 
1938. $4.50. 

The recognition that “bank failures are 
peculiarly an. American phenomenon—a 
disgrace” stirred Dr. Secrist to attempt the 
tedious work of making a diagnosis of the 
possible causes of the morbidity and mor- 
tality of these national institutions. The 
failure banks, chosen from among all the 
closed national banks of the country, are 

_ those whose life histories were available 
for “clinical observation” from 1921 to the 
year immediately preceding failure; and 
the nonfailures are those national banks in 
the Seventh (Chicago) and Tenth (Kansas 

City) Federal Reserve Districts which did 

not fail in any one of the years 1921 to 

‘1932, inclusive. The general procedure 

consists of comparing the tendencies of 

numerous data on the balance sheets for 
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the groups of failure banks during the 
years 1925, 1929, 1930, 1931, and 1932 
with the corresponding series for the non- 
failure banks and for banks failing subse- 
quently. The author examines continuous 
records of the banks involved, and seeks 
to discover prevailing tendencies over as 
long a period as possible. He divides the 
treatment of the available material into 
four major parts: (1) comparative trends 
of balance-sheet totals as aggregates; (2) 
comparative year-to-year changes in bal- 
ance-sheet totals; (3) comparative levels 
of selected ratios, to which portion he de- 
votes half the entire discussion; and (4) 
comparative year-to-year changes of se- 
lected ratios. The ratios, computed for 
various groups of banks, are as follows: 
(1) total loans and discounts relative to 
total deposits, for all districts and for 
certain separate districts; (2) total de- 
posits to total resources, likewise for all 
districts and several individual districts; 
(3) total capital funds to total deposits, 
in all districts and in two groups of dis- 
tricts; and (4) total capital funds to total 
liabilities. The statistical evidence of the 
author’s findings is presented in 131 charts 
and 48 explanatory tables. 

The observations and conclusions are nu- 
merous, but fall in line with the basic as- 
sumptions used for the analysis, and in 
general prove their validity. Without re- 
gard to the particular geographic location 
or the size of the banks, the patterns or 
tendencies of failure banks appear to bé 
very much the same, showing similar symp- 
toms of “illness” long before the failures 
actually occur. After repeated tests of be- 
havior, Dr. Secrist finds many common 
signs of relative weakness, which are evi- 
dent upon careful scrutiny, but no fixed 
standards of safety, for example, as of a 
60 per cent ratio of loans to deposits. 

The author points out certain limitations 
of this study, such as the inadequacy of 
the existing data and the fact that the in- 
quiry applies to national banks only. Tech- 
nical criticism might be made of -the small 
scale on which the diagrams are drawn, 
also of the involved captions used for the 
diagrams and tables. However, no doubt 
the larger number of illustrations are 
shown for the sake of cumulated evidence, 
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at the expense of extreme clarity; further- 
more, the significant ratios are too compli- 
` cated to be expressed in simple terms. Dr. 
Secrist’s painstaking work and careful anal- 
ysis of bank failures has blazed the trail 
for further scientific investigations in this 
field, and should definitely point the way to 
better banking practices in this country. 

Lucile BAGWELL 

New York City 


SINHA, J.C. Indian Currency Problems in 
the Last Decade (1926-1936). Pp. vii, 
166. Delhi: University of Delhi, 1938. 


For those interested in the currency 
problems of India, these ten lectures of 
Professor Sinha, of Presidency College, 
Calcutta, furnish an excellent handbook. 
The title is a rather modest one, for in 
addition to discussing in detail the situ- 
ation as it developed in the ten years’ from 
1926 to 1936, Professor Sinha gives an 
excellent summary of India’s banking and 
currency development before 1926. 
fessor Sinha by a number of rather in- 
genious tables and charts has made the 
most of the inadequate statistics (are they 
ever adequate anywhere?) available in In- 
dia to determine the relationship of cost of 
living, wholesale price indices, exchange 
fluctuations, and so forth. 

Many of India’s problems in recent 
times are very similar to those which this 
country encountered in an earlier period 
of its growth. Like the India of today, 
the United States was until comparatively 
recent times a country largely based on 
an agricultural economy; and so when on 
page 111 Professor Sinha discusses the dif- 
ficulty “for a debtor country like India to 
maintain the gold standard, without a suf- 
ficiently high reserve, especially under the 
abnormal conditions brough about by the 
.depression,” it brings to mind the situation 
which confronted our Government in the 
period of the depression following 1893. 

Of considerable general importance, not 
merely in India, it is the discussion regard- 
ing the sterling bloc and the dangers in 
which it may involve India. There was no 
reason why Professor Sinha should enlarge 
upon the difficulties the United Kingdom 
may encounter in the maintenance of the 
sterling bloc. He has confined his remarks 
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to the Indian situation, but it may not be 
too farfetched to point out that Great 
Britain might wish at times that not so 
much of the world were tied to her own 
currency, for it will hamper England’s:own 
freedom of movement in formulating a 
future policy in reference to the pound 
sterling. After all, if the larger part of 
the commercial world adheres to the ster- 
ling bloc, then any devaluation in the 
pound sterling will rob Great Britain of 
any possible profit of such an action, for 
the simple reason that too many countries 
with which she does business will auto- 
matically follow her action. 

It may be of interest in view of our own 
situation to quote what Professor Sinha 
has to say on page 143 relative to wage 
reductions: 

“Wage reduction if it is to succeed’ as a 
recovery measure, must be moderate and 
must be confined to a particular country. 
Above all, it should be applied only in that 
stage when the bottom of the depression 
has already been reached so that a small 
stimulus in the shape of wage reduction 
facilitates revival. On such occasions, a 
reduction in the wage rate will not, on the 
whole, cause any decline in consumers’ 
spending power but simply transfer that 
spending power to employers who will uti- 
lise it, partly in employing other kinds of 
labour, partly in purchasing consumption 
goods and services and partly in buying 
capital goods. All this will ultimately lead 
to the increase of purchasing power in the 
hands of the community. Similarly in- 
creased wage rates may under certain con- 
ditions retard industrial recovery by rais- 
ing costs and reducing profits but they may 
promote recovery when the prospects of a 
larger amount of profits due to increased 
sales are so bright that even the risk of 


. some reduction in the rate of profits, will 


not lead entrepreneurs to curtail their pro- 
duction. The question whether reduction ` 
or increase in the wage rates should be ap- 
plied as a recovery measure depends there- 
fore on suitable psychological conditions 
during the course and phases of a depres- 
sion.” 

The reviewer is impressed with the es- 
sential soundness of Professor Sinha’s con- 


clusions. Unfortunately, the space avail- 
s 
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able for this review is too short to make 
possible any discussion of the development 
of India’s currency and credit problems 
and of the solutions suggested by Profes- 
sor Sinha. His criticism of the Hilton- 
Young report and other attempts to solve 
the situation are excellent, and he is to be 
congratulated on being able to compress 
within the limits of 166 pages so complete 
a review of the economic development of 
his country. 
WALTER LICHTENSTEIN 
Chicago 


Hoactanp, Henry E. Corporation Fi- 
nance. 2nd Ed. Pp. xii, 596. New 
York: McGraw-Hill Book Co., 1938. 
$4.00. 

Here is something worth while for all 
who relish realism and objectivity. Pro- 
fessor Hoagland has done a grand job of 
presenting the corporation as a living in- 
stitution, and its financing as an integral 
part of modern-day existence. Equally vi- 
tal, he has accomplished the task with a 
noteworthy absence of either apologia on 
the one hand, or panaceas on the other. 

Like its predecessor volume, this second 
edition deals primarily with principles; but 
the author has enhanced its value and rem- 
edied a weakness of the former edition by 
richly sprinkling the present pages with il- 
lustrative cases, drawn from the expe- 
riences of more than a thousand corpora- 
tions. The preface states that the book is 
designed “for the student—whether in the 
classroom, the library, or the office.” It 
follows rather closely the conventional 
order of topics for works in this field, and 
is divided into seven major parts, com- 
prising from three to eleven chapters each. 
The discussion of the nature of corporate 
securities is unusually well developed, 
while the several chapters on social control 
will commend themselves to many readers 
by their good temper and restraint. Ex- 
tensive comparison of American and for- 
eign experience occurs throughout. 

Students with a tendency to worship at 
the altar of accounting may undergo some 
slight unsettlement at times from the in- 
tense practicality which is the book’s great- 
est asset. The author accepts accounting 


procedures and values with the utmost 
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good humor, provided they be regarded as 
necessary and convenient tools and not as 
something akin to divine truths. This 
point of view is delineated in the chapters 
on “surplus,” which anyone inclined to a 
somewhat literal or single-natured concept 
of that term will find stimulating. Term- 
ing surplus the “mystery of mysteries,” the 
author has listed there some thirty-five dif- 
ferent names for surplus accounts, drawn 
at random from modern corporate ac- 
counting practice. 

The desirability of reforms is recognized 
at numerous points in the book, but critics 
thoroughly “out of sorts” with the existing 
corporate order will derive scant comfort 
from Professor Hoagland’s opus. Nor will 
those who expect reforms to bring the mil- 
lennium find confirmation of their hopes. 
An open mind and a healthy skepticism 
characterize his chapters on social control 
no less than every other section of the 
work. 

Some readers may feel that the chapter 
on marketing of securities recognizes in- 
sufficiently the channel of direct sale from 
corporation to institutional investor,: but 
this and other minor deficiencies seem to 
this reviewer easily eclipsed by the great 
merit of the work as a whole. 

Cortiss Lioyp Parry 

New Canaan, Conn. 


Connery, Ropert H. The Administration 
of an N.R.A. Code. Pp. xxiii, 211. Chi- 
cago: Public Administration Service, 
1938. 


Each significant step in the formulation 
and administration of the N.R.A. Code for 
the Men’s Clothing Industry is analyzed in 
this study which was sponsored by the 
Committee on Public Administration of the 
Social Science Research Council. The “in- 
ner story” that is told deals principally 
with the challenging problems that were 
met by the clothing industry in developing 
an extensive program of self-regulation 
through a Code Authority that acted with 
considerable “official independence.” 

The records of code authorities under 
the N.R.A. are too important to be lightly 
dismissed, even though some may be 
merely the result of “delegation running 
riot.” The extension of governmental con- 
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trols over economic life without the crea- 
tion of oppressive regimentation obviously 
requires the development of flexible and 
informed methods of administration by in- 
dustry. Even a highly efficient bureauc- 
racy can scarcely be expected to rule 
realistically upon myriads of industrial 
problems. It is little short of tragic, there- 
fore, that the N.R.A. history has so seldom 
been considered with a view to determining 
whether the “code authority idea” can be 
developed as a sound instrument of indus- 
trial self-government. The study made by 
Mr. Connery is a vital contribution in this 
particular. 

The selection of the men’s clothing code 
as a case study for evaluating the adminis- 
- trative theory of the National Industrial 
Recovery Act was a fortunate choice. 
.When the N.R.A. became effective, most 
of the manufacturers ran their plants un- 
der the generally uniform standards of a 
labor agreement, competing with a rela- 
tively small number who were not bound 
by such standards. ‘The position of or- 
ganized labor was so thoroughly established 
in the industry that there was no ques- 
tion about the active participation of labor 
in code-making and code-administration. 
Moreover, since the code authority was 
charged with administering certain rules 
that were both unusual and complex, this 
industry accepted a very difficult task of 
self-regulation. 

It is noteworthy that code authority 
members who were selected from this in- 
dustry to act on a part-time, quasi-public 
service basis performed a thoroughly com- 
petent job. Of no less importance is the 
evidence that these members, representing 
diverse interests, were virtually always in 
agreement respecting the methods of solv- 
ing most of the major problems that were 
brought before them. 

There is considerable evidence in the re- 
port to support the point of view that 
boards composed of representatives of di- 
verse industrial and labor interests can 
accept a large measure of responsibility 
for self-regulation. But it is also clear 
that proper results are not likely to obtain 
through the delegation of power “uncon- 
fined and vagrant.” In providing the in- 
side story of the strengths and weaknesses 
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of an efficient code authority, this study 
makes a significant contribution to our 
understanding of the problem of industrial 
self-government. 
Grorce W. TAYLOR 
University of Pennsylvania 


ANDERSON, E. H., and G, T. SCHWENNING. 
The Science of Production Organization. 
Pp. x, 282. New York: John Wiley & 
Sons, Inc., 1938. $3.50. 


Books on organization tend to give read- 
ers difficulty because the concepts involved 
are dificult to make clear. Attempts to 
distinguish, for instance, between the vari- 
ous types of authority that are visible in 
business, political, and religious organiza- 
tions leave the reader confused unless each 
type is first made clear by examples. This 
book on organization uses neither examples 
nor illustrations; even in the chapter de- 
voted to organization charts,.the writers 
content themselves with word descriptions 
without any charts. 

The book forms a useful compendium of 
what writers have said about the various 
phases of organization. Those who teach 
management will find it a handy reference 
in finding source material. The authors 
quote over 150 writers whose concepts are 
frequently contradictory and whose word 
meanings are confused. Consequently, 
some readers may conclude that those who 
write on organization should take to heart 
the preachment of Stuart Chase in his Tyr- 
anny of Words. 

Students of management will fnd be- 
tween the covers of the book many asser- 
tions with which to quarrel. One is the 
statement that management is a profession, 
without any argument as to whether it will 
meet the usual tests applied in distinguish- 
ing professional from nonprofessional work. 

The book follows the pattern outlined 
below, each topic being treated by a pres- 
entation of copious quotations. 

“The origin, the evolution and the im- 
portance of the fundamental ‘elements of 
the science of organization and the relation 
of organization and management to pro- 
duction and economics.” 

“The work to be accomplished by the 
enterprise.” 

“The organization structure.” 
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“The methods of controlling human ef- 
fort by defining and differentiating th€va- 
rious types of organization structure.” 

“The situations in which each‘of the 
main types of control may be successfully 
utilized.” 

“The principles and the lawsaQa files 
prevailing in organization structure.” 

“The relation of ‘scientific organization’ 
to scientific management, industrial deoc- 
racy, integration, and rationalization.” 

The authors have avoided the traditional 
pitfall of writers about organization: - by 
stressing the fact that a single type of or- 
' ganization structure, such as the line type, 
is not suitable for all the varied “situations 
within an enterprise. ane r- 

However critical one may be of theif as- 
sertion that there is a science of organiza- 
tion, the authors are on sound ground. when 
they stress the need for defining the-pur- 
pose to be served and for fitting the or- 
ganization to the particular conditions 
found in each phase of the business. ` 

C. CANBY BALDERSTON 

University of Pennsylvania 
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ONALDSON, ELVIN F. Business > Organ- 
ization and Procedure. Pp. x, 579.-New 
York: McGraw-Hill Book Co5~Inc., 
1938. $4.00. 2 

Dr. Donaldson is a scene an Ohio 
State University. He has written~Business 
Organization and Procedure primarily to 
meet a deficiency that he believed to -exist 
in the offerings of his and some other uni- 
versities. The deficiency consists of a fail- 
ure to give students an adequate course 
covering the nature of business organiza- 
tion. To meet this need, he has developed 
a single volume which covers the main con- 
tent of the usual works on types of Busi- 
ness organization, on corporation law, and 
on business combinations. pa 

Part I of the book discusses the common 
law forms of business organizātioñ{. the 
individual proprietorship, the partnership, 
the joint stock company, and the business 
trust. 

Part II deals with the sipoo In 
this section Dr. Donaldson takes up legal 
aspects of promoters’ contracts, stock. sub- 
scriptions, selection of the state-of incor- 
poration, corporation tax problems, foreign 
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corporation’ problems, charters, securities 
contracts, blue-sky laws, rights and liabili- 
ties of stockholders, officers, and directors, 
and so forth. 

Part ITI discusses gentlemen’s agree- 
ments, pools, voting trusts, holding com- 
panies, direct property owning consolida- 
tions, trade associations, antitrust laws, and 
so forth. 

By and large, Dr. Donaldson, though 
dealing-with a field which is predominantly 
legal, has handled the contents of the book 
with remarkable accuracy. Further, he has 
treated the-individual subjects in a particu- 
larly well-balanced way. This book will 
unquestionably fill a need at Ohio State 
University and at many other institutions. 
It should find a ready reception. 

As the reviewer read Part II, one ques- 
tion kept recurring to him: Should not the 
curricula of the commerce colleges be re- 
vised? : 

It appears to the reviewer that much of 
the legal material contained in this book 
should -be taught in conjunction with the 
financial “and. managerial aspects of the 
same problems. In other words, the legal, 
the financial, and the managerial angles 
should-be-integrated and taught as a single 
subject “matter. To separate the’ legal 
from therfinancial aspects is to create need- 
less amolints of duplication and repetition 
for the student public. It would seem de- 
sirablé to’ give a full year of business 
finance with the problems treated roundly 
from ‘the financial, legal, and managerial 
angles, rather than to give one semester 
each to business organization and to busi- 
ness finance. It is to be hoped that Dr. 
Donaldson will later develop a text to inte- 
grate business organization and business 
finance. 

KENNETH FIELD 

Carnegie Institute of Technology 


Hansen, Atvin H. Full Recovery or 
Stagnation? Pp. 350. New York: W. 
W. Norton & Co., Inc., 1938. $3.50. 
The ordinary reader, I think, will derive 

from this book general impressions some- 

thing like-this: first, a new appreciation of 
the multiplicity and complexity of the eco- 
nomic problems that center in the business 
cycle; second, fuller recognition of the 
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searching inquiry to which these problems 
have been subjected by a group of brilliant 
theorists, including the author; and third, 
an uncomfortable suspicion that the busi- 
ness cycle is likely to prove too ‘tough a 
nut for economic theory to crack, at any 
rate without a good deal more aid from 
inductive research. 

Professor Hansen (In Part - I, of his 
book) passes in review the literature of 
the trade cycle. He points out the errors 
—and also of course the contributions—of 
. Keynes, Harrod, Hayek, and a host of 
other writers. Even British Major Doug- 
Jas and our own Doctor Townsend, with 
their proposals for social credit and old-age 
pensions, are here, a bit awkward and out 
of place to be sure, like country cousins at 
a Park Avenue function. Incidentally, the 
rural bumpkins get a cold reception, which 
they richly deserve. Thereafter (in Part 
II) the author discusses problems arising 
out of the disposition of social security re- 
serves, concluding that our old-age reserve 
plan, while innocent of many of the 
charges brought against it, is guilty of a 
deflationary influence. 

Part IV appraises present tendencies and 
speculates upon their future consequences. 
A number of important specific proposi- 
tions are offered. Thus, the recovery of 
1935-37 was short-lived because it was 
based on gains in consumption and brought 
no revival in the capital-goods industries. 
The failure of new investment was due in 
large part to a tendency to push up costs 
(especially wages and interest) higher than 
the level of income justified. Little faith 
is expressed in the permanence of a re- 
vival based on government spending to 
increase consumption. Pump-priming “has 
not worked in the manner planned and 
hoped for.” These conclusions, along with 
many others not here mentioned, appear on 
the whole to be sound. 

As to more general conclusions, the reader 
gains the impression of disagreement among 
the authorities and lack of any present an- 
swer to the problem. Professor Hansen 
himself sees the fundamental social and 
economic organization of the democratic 
states facing a serious crisis, with the fu- 
ture depending on so many uncertain fac- 
tors that no broad conclusion is possible. 
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It must be admitted that—doubtless due to 
the very nature of the trade-cycle problem 
and. the: character of the literature it has 
evoked—the general reader, and even the 
economist who is not a trade-cycle spe- 
cialist, will find these parts of the book 
rather ‘hard going. 

In Part III, ‘dealing with the interna- 
tional factors, the author seems to be on 
a different level, and it is this part of the 
book that, will probably be most clear and 
interesting to the general reader. Here we 
are ‘shown how since the war the world, 
having’ lost the international unity of its 
production and trade and its gold-standard ' 
money, has been made over into a national- 
istic entities, separated by artificial barriers 
to international trade. The principles here 
involved have indeed long been understood 
by the economists, but their present clear 
and forcible restatement as perhaps the 
most important key to the world problem 
of today is refreshing and encouraging. 

FreD ROGERS FAIRCHILD 

Yale University 


Krss, BENJAMIN S., and H. R. SHAPIRO. 
Trade Associations in Law and Business. 
Pp. 399. New York: Central Book Co., 
1938. $5.00. 

Although nowhere so stated, this volume 
is obviously a revision and enlargement of 
Kirsh’s Trade Associations: The Legal As- 
pects (1928). Except for slight changes 
in the wording of the titles and the re- 
arrangement of their sequence, the chap- 
ter outline of both volumes is identical. 
In the present book there are chapters on 
statistical reporting, uniform cost account- 
ing, trade relations, standardization, credit 
activities, boycotts and defensive combina- 
tions, patent interchange, uniform basing- 
point systems, collective purchasing, and 
foreign trade functions of trade associa- 
tions. A good portion of the material in 
each of these chapters is taken verbatim 
from Kirsh’s previous treatise. 

Although it remains primarily a legal 
treatise, the present volume gives more 
space to the economic aspects of associa- 
tion activities than did its predecessor, 
Even so, this phase of the study, because 
of the limitation of space no doubt, is 
often too sketchy. The authors were ap- 
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parently aware of this, since théy_have 
appended, by means of footnotes;-a~num- 
ber of excellent reading referencesto the 
economic treatment. There are, however, 
several important activities of trade-asso- 
ciations not covered in the book>~which, 
while they raise perhaps no major. -legal 
questions “arising from the federation of 
independent units,” would need to be 
treated before a complete picture of the 
trade association in business, as contrasted 
to law, could be presented. Some ‘of ‘these 
are: co-operative advertising, trade-promo- 
tion, consumer relations, and public_rela- 
tions. = 
_ Nevertheless, for the business man and 
the economist the volume is amply justi- 
fied by the numerous recent cases affecting 
trade association activities which it covers. 
Forty cases decided within the last ` five 
years, including the Appalachian Coals and 
the Sugar Institute decisions, are cited. 
Where the law is not clearly settled: the 
authors endeavor, without any attempt at 
prediction, to indicate the general direction 
which the courts’ thinking seems to be tak- 
ing. This reviewer is not competent ‘to 
pass upon the selection of the cases or 
the quality of the legal comments thereon. 
However, the authorship is reassuring. 
Mr. Kirsh was formerly special assistant to 
the United States Attorney in New York 
in the prosecution of Anti-Trust Act cases, 
and has specialized for fifteen years in 
trade association law. Mr. Shapiro is as- 
sistant professor of law in the New York 
Law School. Sony 
The book is carefully footnoted, carries 
a helpful table of cases, and is adequately 
indexed. 





RALPH F. BREYER 
University of Pennsylvania 


McNar, MarcoLm P., and Howard T. 
Lewis (Eds.). Business and Modern 
Society. Pp. viii, 411. Cambridge, 
Mass.: Harvard University Press, 1938. 
$5.00. 

Fourteen members of the faculty of 
Harvard University’s Graduate School of 
Business Administration present in- this 
volume what is described as “a more or 
less random sample . . . of [their] thinking 
and interests.” No attempt has been made 
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to fit-the-studies into a preconceived out- 
line. “Although there is some overlapping 
of subject-matter and several of the au- 
thors give evidence of having been influ- 
enced’ by~each other’s thought, each paper 
stands upon its own feet as an independent 
unit. ` TH€ authors include men whose 
names are- widely known throughout the 
world of economics, others who are well 
established: in specialized fields, and still 
others. who are relatively unknown outside 
their -own institution. Their materials 
range from broadly generalized discussions 
of the philosophy which should guide busi- 
ness managements and government agen- 
cies in their administration of economic 
affairs and theoretical analyses of the busi- 
ness cycle to more narrowly specialized 
treatments. of problems in accounting, 
monetary control, marketing, farm relief, 
and the setting of rates for public utilities. 
Only three of the papers have been pub- 
lished elsewhere. 

Virtually all the topics discussed are 
highly controversial; but the authors at- 
tack their problems courageously and 
emerge. with specific conclusions, ordinarily 
in the form:of recommendations for future 
action.. In most instances both the argu- 
ments and the conclusions are significant 
enough. to deserve detailed and rigorous 
criticism. Since such criticism lies be- 
yond the powers of any one reader, whose 
detailed knowledge is necessarily confined 
within: narrow limits, all that can be done 
here is to comment on the utility and in- 
terest of the book as a whole. 

From that point of view, the book merits 
high praise. It maintains a high level 
throughout, although the various papers 
naturally. differ in point of view, in breadth 
of vision; and in skill of presentation. Re- 
peatedly, the present reviewer found him- 
self coming upon, to him, new and stimu- 
lating ideas or new and stimulating 
reformulations of old ideas. It is probable 
that any reader will have the same expe- 
rience. - 

‘Particularly interesting are the glimpses 
a specialized reader will get of the lines 
along which thought is developing in areas 
which lie outside of but are related to the 
field of his immediate interest. To the 
reader whose interest lies in the formula- 
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tion and adaptation of broad. generaliza- 
tions about economic life, whether as aca- 
demic abstractions or as principles to guide 
business and government policy, the utility 
of the book will lie partly in the condensed 
discussion of these broad problems them- 
selves, and partly in the raising by special- 
ized scholars of problems which have re- 
ceived inadequate attention hitherto in the 
formulation of general principles. ‘ 
Both of these types of reader will find 
the papers, considered as a group, well 
worthy of their careful and thoughtful 
reading. 
Reavis Cox 

University of Pennsylvania 


Zegers, Paut MAXWELL. American Ship- 
ping Policy. Pp. vii, 254. Princeton: 
Princeton University Press, 1938. $3.00. 
,From the nature of the subject, a trea- 

tise upon American shipping policy will be 

critical in tone and will be an account of 

the failure of Congress, at least from 1846 

to 1936, to discover and adopt a program 


` of effective Government aid to the Ameri- 


can Merchant Marine in the foreign trade. 
For nearly a century the cost of building 
ocean vessels in the United States and op- 
erating them under the national flag has 
been greater than the cost of construction 
in Great Britain and of operation under 
any one of several foreign flags. American 
enterprise and capital not being able to 
compete successfully with foreign shipping, 
the Federal Government has, from time to 
time, sought to aid the maritime indus- 
tries; and in so doing it has, until 1936, 
persistently adhered to the mistaken policy 
of ocean mail subsidies. 

Professor Zeis has written an instructive 
history of Federal legislation concerning 
the merchant marine from 1789 to the 
present, and has discussed at length, and 
most critically, the forces that have 
brought about the legislation and influ- 
enced administrative action. The author 
is especially trenchant in his criticism of 
the United States Shipping Board and the 
policy it followed in making contracts for 
the operation of Government-owned ships. 
He seems to regard the Shipping Board as 
something other than the Government— 
something that prevented the country from 
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receiving the benefits of Government own- 
ership and operation. He states: 

“The costly Shipping Board construction 
and operating programs did not demon- 
strate the inefficiency of Government en- 
terprise because, with rare exceptions, the 
Government had little to do with them 
apart from bearing their cost. The ships 
were built by private companies—not by 
the Government [?]; they were operated 
by private managing operators—not by the 
Government; they were laid up and taken 
out of service primarily at the instigation 
of private operators; finally they were sold 
at a fraction of their true value as a result 
of pressure exerted by private companies. 
The Shipping Board program did not dem- 
onstrate the failure of Government enter- 
prise but it did prove that when the ship- 
ping interests are forced to choose between 
private profit and the public interest, they 
invariably place private gain before public 
advantage.” 

The book having been completed in 
1937 could only summarize the policy em- 
bodied in the Shipping Act of 1936, but 
the author evidently does not think that 
the Jaw will accomplish the purpose in- 
tended. He believes that “the practice of 
compensating American shipbuilders and 
operators for their relative inefficiency” al- 
most inevitably will have the effect of in- 
creasing that inefficiency, and suggests 
“that, in attempting to retain the subsidy 
principle in any form, President Roosevelt 
and his administration have continued a 
policy which has a record of seventy years 
of failure.” It is evident that the author 
favors Government ownership and opera- 
tion of shipping in the foreign trade. 

In the final chapter the author discusses 
the relation of an American-flag merchant 
marine to foreign trade and national de- 
fense, and reaches conclusions that will 
hardly meet with general approval. “It 
would appear,” he states, “that Congress 
and the President are in error when they 
assume that an American foreign trade 
fleet under present world conditions is a 
valuable asset in promoting and protecting 
American commerce during the normal 
times of peace.” His general conclusions 
as to the national defense value of a for- 
eign trade fleet are that if the United States 
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were to wage a war “in Europe or Asia a 
foreign trade fleet would have 4 définite 
value,” but if “the country restricts its na- 
tional defense policy to a defense of the 
national territory and that of- its--posses- 
sions (excluding the Philippines) the 
coastal fleet will: prove sufficient to meet 
defense needs and the existence of a for 
eign trade fleet would not strengthen mate- 
rially the Nation’s fighting power.” While 
this generalization may not be approved by 
everyone, we will probably all agree that 
the author is on solid ground when he says 
in the final sentence of the book that “it 
is safe to predict that shipping policy will 
continue to be one of the persistent prob- 
lems of American politics.” 
Emory R. JOHNSON 
University of Pennsylvania 


HUBBARD, Leonard E. Soviet Trade and 
Distribution. Pp. xiv, 381. New York: 
Macmillan Co., 1938. $5.00. 

This treatise is in the nature of a sequel 
to the volume which appeared in 1936 un- 
der the title Soviet Money and Finance, 
by the same author. It begins with a fac- 
tual presentation of the historical develop- 
ment of Soviet trade and marketing or- 
ganization since the October Revolution of 
1917. Parts II and III present a detailed 
description of the complex system of 
planned distribution of consumers’ goods 
under the first and second five-year plans, 
respectively, while Part IV analyzes the 
general organization of marketing proc- 
esses. Part V deals with various economic 
aspects of Soviet internal trade, such as 
the functioning of the price mechanism, 
costs, profits, and supply and demand. 

The basically critical evaluation of the 
Soviet system of distribution and trade is 
contained in Part VI, dealing with the so- 
cial dividend. The author believes that 
the whole economy of the Soviet Union 
represents a compromise between theoreti- 
cal planning and expediency. Contrary to 
the abstract ideal of a socialist classless. so- 
ciety, the Russian consumer is rapidly be- 
ing differentiated into a number of eco- 
nomic classes, according to income. 

The many difficulties encountered in 
planning the distribution of consumers’ 


goods in a socialized economy in which 
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consumers are allowed freedom of choice 
are apparently appreciated even by Soviet 
authorities. In spite of continued defer- 
ence to the theory of social economic plan- 
ning by Soviet spokesmen, the author feels 
that it is easy to exaggerate its real mo- 
ment as a controlling and guiding factor in 
the distribution of consumers’ goods. 

Although an extensive array of piece- 
meal statistical data has been regimented 
to aid in the analysis and interpretation of 
the trend in real wages in the Soviet Union, 
the conclusions drawn from these facts 
are, at best, very tentative and indefinite. 
“It is impossible,” the author holds, “to 
arrive at any but broad conclusions regard- 
ing the movements in real wages during the 
rationing period (to 1936), and insufficient 
time has elapsed since derationing to indi- 
cate much more than that the purchasing 
power of the rouble is much lower than it 
was before rationing was adopted.” Pos- 
sibly the upper income classes had a higher 
standard of material well-being in 1937 
than in 1928, but it is doubtful whether the 
lower-paid wage earners, representing the 
majority of workers, have been enabled 
“to increase their consumption of the ne- 
cessities of life, let alone of luxuries.” 

The exploitation of the Soviet peasant 
for the benefit of the industrial worker, as 
corroborated by statistical evidence pre- 
sumably taken from official Soviet sources, 
may possibly be viewed as a bit of un- 
savory information by believers in the 
Soviet system. At a rough calculation, it 
is alleged that the industrial worker can 
buy three times as much per capita as the 
peasant can afford. Admitting the diffi- 
culties of making exact comparisons, the 
author concludes that the relative position 
of the Soviet peasant is no better than it 
was before the World War. 

The final chapter presents a particularly 
critical account of the failures of the 
Soviet economy to fulfill the grandiose 
plans for increasing the supplies of con- 
sumers’ goods for the Soviet workers, in 
accordance with the second five-year plan 
begun in 1933. Even though a complex 
array of marketing arrangements has been 
devised in the Soviet Union in recent years, 
all of which are described in more or less 
detail in the earlier chapters, the unmis- 
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takable impression which one carries away 
after reading this most, informative volume 
is that there still exists a wide gap between 
planned objective and actual fulfillment in 
the Soviet Union, in so far as the availa- 
bility of basic consumers’ goods is con- 
cerned. 

In presenting to the English reader this 
scholarly interpretation of Soviet trade and 
distribution, the author has made a real 
contribution to the informative literature 
relating to a hitherto little understood and 
appreciated phase of the Soviet planned 
economy. 

KARL SCHOLZ 

University of Pennsylvania 


Corran, D. B., and C. V. JANEs. Aus- 
tralian Trade Policy. Pp. xxviii, 454. 
Sydney: Angus & Robertson Ltd., 1937. 
8/6. 

This book is a collection of 222 docu- 
ments relating to Australian trade policy 
during the years 1932-37. It is the fifth 
in a series of similar compilations by Pro- 
fessor Copland and a co-author. A sixth 
volume, Australian Marketing Policy, has 
since been published. 

The economic historian who is inter- 
ested in a collection of documents which 
represents a cross section of Austra- 
lian opinion on current economic and 
political questions will find this series use- 
ful for reference purposes. In the present 
volume the editors continue their practice 
of including a detailed introduction in 
which they attempt to draw conclusions 
from the different documents. The book 
is intended for those who are interested in 
the details of Australian developments. An 
American reader not steeped in Australian 
affairs will find this and its companion vol- 
umes difficult going. 

In the present volume the authors have 
grouped their documents around the con- 
troversy over the Ottawa Agreements, the 
effect of exchange depreciation on the tar- 
iff and on imports, and the trade diversion 
policy of Australia. The final section is 
headed “Tariff Making in Practice,” and 
contains some interesting comments on the 
Australian Tariff Board and its work. 
There is much of interest to the American 
economist in this experience, although con- 
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siderable background is necessary to under- 
stand it. 

Australia early attempted to foster man- 
ufacturing by the imposition of a protec- 
tive tariff. With excellent coal and ex- 
tensive iron-ore resources there was, as a 
matter of fact, a natural’ basis for the de- 
velopment of manufacturing. The princi- 
pal limiting factor was the small size of 
the internal market. The Australian tariff 
rose progressively from its inception. By 
the 1920’s many Australian industries had 
passed the stage when their shelter could 
be justified on the ground that they were 
still infants; yet the Tariff Board continued 
to recommend increases. By borrowing 
heavily in London during the 1920’s, Aus- 
tralia was able to maintain a high volume 
of imports despite the mounting tariff wall. 

The Labor party came into control in 
Australia in 1929 on a platform of “the 
fullest possible protection to all industries 
primary and secondary.” Labor believed 
that the high volume of imports and the 
heavy immigration of the 1920’s were pri- 
marily responsible for the growing volume 
of unemployment in Australia between 
1927 and 1929. The Labor government 
made two general tariff increases in late 
1929. An additional emergency increase 
was made in 1930 in an attempt to right 
the balance of payments which had be- 
come adverse with the decline in the price 
of wool and wheat and the cessation of 
overseas borrowing. This effort to hold 
the exchange as near parity as possible by 
means of higher tariffs proved unsuccess- 
ful, and the exchange settled ultimately at 
£125 Australian to £100 Sterling. 

The Labor government was ousted in 
the national elections at the end of 1931. 
Copland and Janes’s book of documents on 
Australian Trade Policy takes up the story 
at this point. The new conservative gov- 
ernment had promised in the 1931 elec- 
tions, that, in contrast to the Labor gov- 
ernment, they would consult the Tariff 
Board before making changes and would 
“in broad principle abide by the recom- 
mendations of the Board.” 

The Tariff Board depression reports 
were in sharp contrast to the pronounce- 
ments of the predepression boom. In the 
earlier period the Board had been inclined 
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to recommend tariff protection with very 
little regard to the costs that were being 
imposed on the community. Beginning 
with the inauguration of the Lyons gov- 
ernment in January 1932, the Tariff Board 
gradually reviewed a large group of Aus- 
tralian industries in order to eliminate tar- 
iff excesses. It recommended that: the 
whole tariff schedule be reduced in order 
to compensate for the depreciation in the 
exchange. This was done. 

The Board was also concerned by the 
high tariff imposed on capital goods and 
succeeded in having a great deal of ma- 
chinery and equipment placed on the free 
list. In some cases the Tariff Board rec- 
ommended reductions of duty for the ex- 
press purpose of forcing down local prices 
that were further out of line with world 
prices than was considered justified. The 
Tariff Board did not attempt to eliminate 
all excess protection. The Board believed 
it preferable to give as many industries as 
possible its blessing and get them on the 
side lines. By 1935 the general level- of 
duties under the British preferential tariff 
ranged from 10 to 25 per cent, whereas in 
1931 the lowest tariff had been about 45 
per cent. 

From 1932 to mid-1936 the general 
trend in tariff adjustments was downward; 
but in May 1936 an amended tariff sched- 
ule came into effect which raised a number 
of duties and placed prohibitions on other 
items. In addition, by adopting a licensing 
system over a limited range of imports, the 
government planned to divert a certain 
amount of import trade from countries 
which purchased very little from Australia 
to countries which were good customers of 
Australia. In introducing this new sched- 
ule, the Lyons government departed from 
its declared policy and did not consult the 
Tariff Board. No adequate investigation 
of the proposed changes was made before 
the new tariff became law, in spite of the 
fact that the items covered some highly 
technical products. While this departure 
from established practice provoked sharp 
criticism from some of the economists, it 
was accepted with mild approval by all 
political parties, and regarded with apathy 
by the public. 

This action of the government may have 
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moved Copland and Janes to conclude the 
introduction to their book of documents 
with the following statement: “The Tariff 
Board has shown its competence to deal 
frankly and impartially with problems in- 
volving comparisons of internal and ex- 
ternal costs of production. There is, more- 
over, ‘sufficient evidence in the documents 
to show that major difficulties and contro- 
versies have arisen when the Government 
has taken hasty action on tariff matters 
without reference to the Board. If the 
student of these documents comes to the 
conclusion that tariff policy demands still 
more reliance on the expert advice of the 
Tariff Board, their publication will have 
served a useful purpose.” 
W. RUPERT MACLAURIN 
Massachusetts Institute of Technology 

Vol. 


Hecxscuer, Evi F. Mercantilism. 


Á I, pp. 472; Vol. II, pp. 419. New York: 


Macmillan Co., 1935. $15.00. 

Ever since Adam Smith devoted a sub- 
stantial portion of his Wealth of Nations 
to an attack upon what he considered it to 
be, namely, a protectionist and a monetary 
system, economists in England and Amer- 
ica have largely regarded Mercantilism as 
so wholly obsolete and fallacious a mass of 
doctrines and policies that the subject 
could often be dismissed with a few well- 
chosen adjectives. True, economic his- 
torians, such as Cunningham, had to 
reckon with the importance of Mercan- 
tilist phenomena during an extensive pe-- 
riod, but for many others all this remained 
little more than a-past curiosity. Very re- 
cently, however, there has been a tendency 
in some quarters to re-examine and pos- 
sibly to reappraise the subject, not so 
much in the rather sympathetic manner 
of Schmoller and, in general, the German 
historical school, but in the light of the 
critical analysis of such writers as Keynes, 
who are disposed to question much of even 
Neo-Classicism. A good deal of this re- 
examination is necessarily based upon the 
work of Professor Heckscher of Stockholm, 
who possesses the rare combination of 
competence as an economic historian and 
understanding of economic theory. He 
has, moreover, an uncommonly broad per- 
spective, through his familiarity with both 
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the economic history and the varying /BRinton, CRANE. The Anatomy of Revo- 


schools of thought of not one but many 
countries. The result is a treatise of ex- 
ceptional scholarship, painstakingly de- 
tailed, yet well organized, well balanced, 
and written in a clear and interesting man- 
ner. > $ 

All of the first volume is devoted to Part 
I, which deals with Mercantilism as a uni- 
fying system. This carefully describes 
economic policies in relation to economic 
conditions in England, Germany, France, 
and several other countries. The other 
four parts, in volume two, treat of Mer- 
cantilism as a system of power, as a system 
of protection, as a monetary system, and 
as a conception of society. The last- 
named part, if perhaps slightly less con- 
vincing, is the most original, but the other 
parts bring out much that is not entirely 
familiar, and the whole analysis is as 
stimulating as the description is illumi- 
nating. ; 

A brief book-note can neither summarize 
nor criticize; but a few points of interest 
may be topically enumerated: distinctions 
between ideas about money and those 
about goods, and between different such 
ideas; reaction against, yet interaction 
with, Medieval concepts; the curiosity of 
many of the great fallacies, yet the histori- 
cal reasons for some of them; the too sel- 
dom appreciated diyersity among different 
Mercantilist writers—some of them were 
diametrically opposed to each other on 
some points; the possible debt of Classi- 
cism, in general and in some particulars, 
to the evolution of previous thinking 
(“the concord between Mercantilism and 
Laissez Faire”!); prominent notions re- 
garding goods (“the fear of goods”), the 
importance of employment (“work”), the 
need of full currency circulation, and the 
evils of (personal) hoarding, which now- 
adays come to have almost an ultramodern 
smack; contrasts between strictly economic 
doctrines and general social philosophy. 

Here is a book which will be read by 
those who would reappraise Mercantilism, 
and must be read by those who would not 
—indeed by all who would try to under- 
stand it. 

Joun DONALDSON 

George Washington University 


lution. Pp. 326. New York: W. W. 
Norton & Co., Inc., 1938. $3.00. 


Mr. Brinton’s book is a conventional 
piece of work fully in line with contempo- 
rary thought, certainly a competent guide 
for the casual observer of sociological phe- 
nomena. Very little has been added to the 
accepted social and economic backgrounds 
of the four revolutions considered here, 
with the exception of the interesting and 
illuminating investigations into the per- 
sonalities who engineered the uprisings. 
Some valuable research has been done on 
this subject. 

The author starts with an attempt to 
apply scientific methods to his study, 
and after discarding several conceptual 
schemes, he decides to liken revolutionary 
activity to the progress of a fever. With 
this idea in mind, he takes us from the old 
regimes and the first stages of revolution, 
through the rule of the moderates to the 
accession of the extremists and the reigns 
of terror and virtue, and on through the 
Thermidorian reaction. To the very criti- 
cal, the use of the fever analogy seems to 
be at some variance with the title of the 
book, 

The four revolutions considered are the 
English, American, French, and Russian. 
Brinton encounters many drawbacks in his 
attempts to classify the material at hand. 
Personalities, class antagonisms, religious 
and social interests—all that is illusive in 
history seems to go into the making of a 
revolution. Brinton fully recognizes his 
difficulties, and he strives mightily with 
them; but the conclusions drawn are, 
nevertheless, based on rather slim evi- 
dence. There is a very closely reasoned 
comparison of the four movements, and 
the uniformities are noteworthy; on the 
other hand, the reader is conscious that 
an equally impressive work could be writ- 
ten on the divergence in method, aims, 
progress, and results of the revolutions 
named. 

Brinton encounters fairly smooth sailing 
when dealing with the English and French 
revolutions. Even the Russian revolution 
fits into the scheme to the extent of our 
knowledge about it, but the attempt to use 
the Amican uprising in this comparative 
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study is boggled. It is the lame duck in 
his analogy. 

Mr. Brinton’s literary style is that of the 
raconteur professor whose lectures are al- 
ways well attended. He has an apt wit, 
an easy and familiar style. In fact, one is 
inclined to think that the author of The 
Anatomy of Revolution has attacked a 
problem of formidable magniture with 
merely a scroll saw in hand. The result is 
without doubt interesting and stimulating, 
but hardly conclusive. 

Lyrorp P. EDWARDS 

Bard College, Columbia University 


RUSSELL, BERTRAND. Power: A New So- 
cial Analysis. Pp. 305. New York: W. 
W. Norton & Co., Inc., 1938. $3.00. 


In this book Mr. Russell starts out with 
an idea which is pretty promising, though 
not new. The idea is that everybody nat- 
urally wants power so much that people’s 
behavior can be accounted for by meåns of 
the concept of power, even as physical 
events are accounted for by means of the 
concept of energy; that power, hence, 
should be to social science what energy is 
to physics. The reader expects the book 
to show the transformations of power into 
its various forms as physics shows the 
transformation of energy into its various 
forms, but his expectations are disap- 
pointed. Instead of a “new analysis” he 
gets a restatement of the familiar, with the 
stark lucidity of style, the two-dimensional 
logic, and the nonchalant substitutions of 
wisecracks for correctness and phrase for 
fairness, which he has learned, reluctantly, 
to recognize as the Bertrand Russell signa- 
ture. 

The body of the book is a sort of topog- 
raphy of power in its explicit and implicit 
forms: “naked” or sheer power; the power 
of leaders; the power of followers; tradi- 
tional power; revolutionary power. These 
modes of power, as held and employed by 
priests, kings, and revolutionists, are illus- 
trated by means of historical examples, and 
set beside economic power and power 
through opinion. This is followed by some 
statements about the struggle for survival 
among power-forms, their native mortality 
and immortality, the consequences of size 
to themselves and one another, the role of 
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codes, and of intellectual and material 
competition -inside and outside power- 
organizations. 

Concluding chapters deal with power 
philosophies, the ethics of power, and the 
taming of power. Russell says that Fichte, 
Bergson, and the pragmatists are power 
philosophers, and nothing in his text indi- 
cates- that, except Nietzsche who seems to 
be less a power-philosopher than those 
named, there are any others. A reader 
aware of the field finds himself compelled 
to infer that Mr. Russell dislikes the phi- 
losophers he mentions so deeply that he 
finds it unnecessary to give a correct re- 
port of them. As for his ethics of power, 
Russell would accept the reality and the 
value of the power drive in any man, but 
would replace its coercions by persuasion, 
harmonize it with other people’s drives, 
and sublimate them all. To tame power, 
he advocates democratic control, on a vo- 
cational rather than geographical basis, of 
both political and economic establishments, 
limitation of their size, federal organiza- 
tion, and an education emphasizing the 
technique of doubt and inquiry and the 
weighing of alternatives. 

Horace M. KALLEN 

New School for Social Research 


MAacmīLLAn, Harotp. The Middle Way. 
Pp. ix, 382. New York: Macmillan Co., 
1938. $2.50. 

This book is a valuable contribution to 
the discussion of the question: How can 
democracy meet the economic problems of 
poverty and insecurity without capitulat- 
ing to the dogmas of fascism, socialism, or 
communism? How can we “retain our 
heritage of political, intellectual, and cul- 
tural freedom while, at the same time, 
opening up the way to higher standards of 
social welfare and economic security?” 
The solution given relates directly to the 
situation in England, but advocates of the 
democratic way of life everywhere will 
find the author’s analysis suggestive and 
reassuring. It sticks closely to facts, 
complex as they are; it avoids over- 
simplification of issues; it keeps uppermost 
a realistic, historical perspective. To the 
totalitarian type of mind it may seem pain- 
fully objective, but this need not disturb 
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those who refuse to admit ‘that the 
only colors in the rainbow are black and 
white. 

The author introduces his analysis with 
a statement regarding his philosophy of so- 
cial progress. “The meaning of social 
progress,” he states, “is the liberation of 
men from want and the unfolding of new 
possibilities of a more satisfactory and 
abundant life” (p. 4). More specifically, 
“His first need is food; his second is ac- 
cess to knowledge; his third freedom of 
thought -and expression” (p. 20). The 
fundamental problem is “to discuss what 
is the minimum basis of material welfare 
and security that man must enjoy if he is 
to maintain his physical efficiency and in- 
crease his liberty,” and then to draw the 
line between “an efficient organization of 
society for the supply of essentials of life 
which are the common need of all citizens, 
and an organization which pushes collecti- 
vism beyond that line and submerges indi- 
viduality in a slavish subservience to politi- 
cal authority” (pp. 22-24). “I want to 
argue, therefore, for the deliberate preser- 
vation of private enterprise in a field lying 
outside the range of minimum human 
needs” (p. 102). 

“I reject the old method of humanita- 
rian social reform on the basis of a trans- 
ference of wealth through taxation, because 
it has reached almost the limits of what it 
can achieve.” 

“T reject the Fascist and the Communist 
theories of violent changes because (a) 
they are politically impossible, and (6) 
the revolutionary seizure of power would 
be, and must be, followed by a political 
tyranny in which man’s cultural freedom 
would be sacrificed.” 

“I reject the constitutional Socialist ap- 
proach because, even if their ‘economic 
totalitarianism’ would work without politi- 
cal tyranny, it would sacrifice the beneficial 
dynamic element that private enterprise 
can give to society when exercised in its 
proper sphere, and because it would not 
provide the scope for human diversity 
which is essential if men are really to be 
free” (pp. 96-97). 

The major part of the volume is devoted 
to a detailed exposition of a comprehensive 
national plan for attaining the goal of a 
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national minimum, under a regime of bal- 
anced authority and liberty. The most 
carefully thought-out section is that deal- 
ing with industrial reconstruction, contain- 
ing vitaminized food for thought for both 
critics and proponents of the ill-fated 
N.R.A. The sections on financial policy 
and foreign trade are illuminating but less 
convincing. 

All in all, this volume is a masterly elab- 
oration of the case for democracy. It 
demonstrates that the real issue of today 
is not between theories of free competition 
and planned production; that the eco- 
nomic policy of a nation cannot be made 
up of a conglomeration of policies pursued 
by separate units of industry, commerce, 
or finance operating in isolation from one 
another; and that “unless we can continue 
this peaceful evolution from a free capi- 
talism to a planned capitalism, or, it may 
be, a new synthesis of capitalist and so- 
cialist theory, there will be little hope of 
preserving the civil, democratic, and cul- 
tural freedom which, limited as it may be 
at the moment by economic inefficiency, is 
a valuable heritage” (p. 186). 

The great test of all programs of social 
reconstruction, however, is not their ra- 
tionality but their ability to obtain public 
support. Mr. Macmillan’s problem will 
not be solved simply by convincing the 
intellectuals of the logic of his analysis. 
His problem, and the problem of democ- 
racy generally, is to win the hearts as well 
as the minds of his countrymen. 

Harwoop L. CHILDS 

Princeton University 


BINGHAM, ALFRED M. Insurgent Amer- 
ica: The Revolt of the Middle-Classes. 
New ed. Pp. xvi, 253. New York: W. 
W. Norton & Co., 1938. $2.50. 

To describe this book as a new edition 
is somewhat misleading. Novelty is con- 
fined to an eight-page foreword, part of 
which comments upon, or rather alludes 
to, certain developments that have taken 
place during the past three years. The 
original text stands unchanged. Yet in 
1938 the reader can scarcely be satisfied 
with a three-year-old appraisal of the Hit- 
ler regime or of the New Deal, especially 
as the discussion of such subjects as these 
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prepares the way for momentous prophe- 
cies. 

Mr. Bingham writes with candor, clarity, 
and force—the force that one associates 
not with persuasiveness but with self- 
assurance. He speaks of the decline, the 
decadence, and the collapse of a capitalism 
that “can no longer function” and that 
reached “its last fantastic heyday” in the 
era of Coolidge. From the present depres- 
sion there is no escape by means of a 
“genuine recovery of the old-fashioned 
sort.” Certainly the New Deal has solved 
nothing. Its sole economic plan is to 
prime the pump in the hope that recovery 
is around the much-talked-of corner: 
doles to save banks, business, farmers, un- 
employed from collapse—‘and all the time 
hoping and praying that the ‘emergency’ 
would pass. But the ‘emergency’ is not 
passing... , and the dreadful day when 
the doles are no more forthcoming is in- 
exorably approaching.” Things are ordered 
better in Soviet Russia. There Mr. Bing- 
ham sees “continuing progress,” “un- 
doubted success,” “a magnificent future,” 
and a “heaven on earth already develop- 
ing.” If so, why should he be so glad, ap- 
parently, that “the proletarian revolution 
in America remains a utopian dream”? 

Why no Soviet America? We must still 
reckon with intelligence and good will. 
The middle classes will set up a co-opera- 
tive or collectivist economy and that 
planned abundance to which the godlike 
technocrats have pointed the way; and, 
although Mr. Bingham tells us that “social 
change rarely comes according to formula,” 
he seems to be very fond of formulas un- 
der the disguise of economic planning. The 
middle classes will organize a national 
` party resembling the Farmer-Labor party 
of Minnesota, which, with its thorough- 
going socialist program, “is now the most 
promising party in the country.” Thus 
will be spread the idea of Abundance 
through Production-for-use. 

On the eve of the World War the Abbé 
Dimnet was kind enough to furnish 
Frenchmen with a detailed recipe for the 
overthrow of the Third Republic. Mr. 
Bingham has performed a similar service 
for the American people. He insists that 
capitalists must be expelled from all key 
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positions, the civil service purged of all 
conservative and hesitant individuals. 
Nothing should be done to shock the 
American aspirations for security and 
property or their notorious Puritanism, 
sentimentality, and patriotic fervor. De- 
ceit is imperative. Ultimate aims must be 
emphasized, a program of transformation 
put forward, or else the satisfaction of im- 
mediate aims may lead to fascism instead 
of Erewhon. Mr. Bingham has a good 
deal to say, as Machiavelli had, about the 
strategy of building a movement. Every- 
thing must be accomplished under demo- 
cratic forms. Of course, “as the critical 
moment approaches, the original peaceful 
intentions may become impossible. . . . It 
is conceivable that in certain instances this 
will mean the use of force. But for the 
most part the discussion of the use of force 
is primarily academic. Political power 
means ultimately coercive power,” which 
the new party, having been established in 
control, would be using “the moment it 
. sent a policeman down to arrest Mr. Mor- 
gan.” In keeping with his own rules of 
strategy, the author does not use the term 
“liquidation.” 

John Strachey and other ardent worship- 
ers of the “heaven on earth” have warned 
us of the menace of fascism. Mr. Bing- 
ham does not ignore it. Nor does he fear 
it. Perhaps—he says—the New Deal has 
insulated America against fascism by dis- 
crediting it. “A fascist demagogue today 
might find it somewhat difficult to offer a 
program sufficiently different from the New 
Deal to attract a following.” 

Epwarp McCHEsney SAIT 

Pomona College 


HARDIN, Wiitett L. Democracy: Its 

ö Problems and Its Strength. Pp. xvi, 187. 
Los Angeles: Suttonhouse, Ltd., 1938. 
$2.50. 

In this little volume we have a stimu- 
lating group of essays on democracy by a 
distinguished chemist turned social scien- 
tist. But the frame of reference used is 
not generally that of the physical scientist 
but that of the liberal-Christian-humanita- 
rian, if we may coin the term. Within this 
frame of the reference, democracy’s rela- 
tionships are considered in connection 
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with: realism and idealism, the form of 
government, leadership, elections, techno- 
logical development, rugged individualism, 
regulation of business, the Golden Rule, 
journalism, the press, public opinion, na- 
tionalism and internationalism, patriotism, 
and social progress. 

These essays have evidently matured in 
the mind of the author during his recent 
years as editor of The World Affairs Inter- 
preter. In essence, they are spiritual and 
moral broadsides hurled with the fine 
abandon, the evangelical fervor, that one 
should expect from a liberal whose mis- 
sionary zeal and forthrightness of presenta- 
tion are equal to his sincerity. Lucidly he 
points out the evils and dangers besetting 
democracy, as he sees them, without fear 
or prejudice, and all in an eminently read- 
able form. While his pages so bristle with 
quotations as to make one think the author 
has a well-thumbed copy of Bartlett’s Quo- 
tations, they are nearly always effective 
and to the point. His vision and faith for 
democracy are of the highest order, which 
are no mean points in times like these. 

But these qualities are at one and the 
same time the book’s strength and weak- 
ness. While eminently a tract for the 
times, its very character as a sustained 
pep-talk for democracy removes it from 
the ranks of profound scholarship, of 
originality of contribution, of sustained 
logical development of theme. Its ap- 
proach being Christian and liberal, the 
work finds the answers to all the problems 
discussed in the universal application of 
right thinking and right acting—the Golden 
Rule-—-among men and among nations. 
“Education,” we are told, is to correct in- 
dustrial, economic, and social abuses so 
that democracy may reign supreme in all 
realms. Labor and capital and all other 
contending social groups are partly right 
and partly wrong; and all will have to 
make concessions to achieve effective co- 
operation in a democracy. 

The author’s ideals are excellent, but he 
seems to overrate the ability of an edu- 
cational campaign in the virtues of democ- 
racy to bring together divergent and con- 
tending individuals and groups. It is 
desirable that social change should be as 
peaceful as possible, but it has never been 
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effected by education alone. Probably it 
never can be, until that distant day arrives 
when our social order has such a high de- 
gree of universal educational achievement 
that an educational campaign for change 
becomes unnecessary. 
“WILLIAM P. TUCKER 
State Librarian, Olympia, Wash. 


Acar, HERBERT. The Pursuit of Happi- 
vA ness, Pp. 386. Boston: Houghton Miff- 
lin Co., 1938. $3.00. 

This is a brilliant and timely book. It 
is the story of American democracy told 
with realism, simplicity, and power. Com- 
ing as it does at a time when champions of 
free institutions throughout the world 
stand with their backs to the wall, it is an 
evidence of the enduring vitality of the 
democratic tradition among the American 
people. It is the kind of book that must 
be read by multitudes of ordinary men and 
women-—farmers, wage earners, shopkeep- 
ers, and housewives—if the old American 
dream of a land of “equal rights for all 
and special privileges for none” is ever to 
be realized on this continent. It unmasks 
the frauds and puts meaning into the slo- 
gans of the current political struggle. 

Although Mr. Agar reveals a deep faith 
in democracy, he indulges in no sentimen- 
tal eulogy of American institutions. In 
fact he contends that our first and most 
obvious evasion. of the task that confronts 
us is “to tell ourselves that we have really 
done very well and that all talk of failure 
is mere trouble-making.” He maintains 
that we have failed, that the great ideals 
of Jefferson have been betrayed again and 
again, that evidence of this failure and be- 
trayal is to be seen on every hand—in the 
arrogant power of the plutocracy, in the 
miseries of the exploited and unemployed 
millions, in the general condition of inse- 
curity, anxiety, and fear that pervades the 
Nation. 

The underlying source of our failure, ac- 
cording to the author, is to be found not 
in our institutions but in ourselves. We 
have made a bad use of the heritage left 
by Jefferson and his generation. That 
heritage consisted of three parts: a tradi- 
tion of democracy and equality, a political 
organization now called the Democratic 


party, and a theory of states’ rights and 
strict construction of the Constitution. 
The first of these three legacies, Mr. Agar 
rightly contends, represents the true Jeffer- 
son, the organization and the theory be- 
ing but the means for achieving demo- 
cratic ends. Confusion in the popular 
mind on this point has led to one disaster 
after another. Calhoun, identifying Jeffer- 
sonianism with the political theory, turned 
the party into a mighty bulwark of human 
slavery, while machine politicians in the 
great cities, heedless of both theory and 
tradition, have prostituted the organization 
to the picking of the people’s pockets. 
And today we see the minions of con- 
centrated wealth and privilege, whom Jef- 
ferson fought with every weapon at his 
disposal, forming the American Liberty 
League, calling themselves “Jeffersonian 
democrats,” and in the name of the father 
of Americah democracy championing the 
theory of states’ rights and strict construc- 
tion. A wide reading of The Pursuit of 
Happiness should do much to dispel this 
particular brand of popular confusion. The 
true line of descent runs from Jefferson 
through Jackson, Lincoln, Bryan, and La 
Follette to Franklin D. Roosevelt. Of this 
there can be no question. 

Many students will doubtless take issue 
with Mr. Agar in his separation of men 
from their institutions. At the same time, 
since the political problem is at bottom a 
psychological and educational one, the di- 
rection of attention to the alteration of 
attitudes and dispositions in individual hu- 
man beings constitutes an indispensable 
step in the process of reviving and realiz- 
ing our great tradition of democracy and 
equality. Mr. Agar’s pen is a powerful 
weapon on the side of popular freedom in 
the facilitation of this process. 

GEORGE S. COUNTS 

Teachers College, Columbia University 


Counts, GEORGE S. The Prospects of 
American Democracy. Pp. xi, 370. 
New York: John Day Co., 1938. $3.00. 
This is a vigorous plea for a more dy- 

namic social democracy. After a brief 

sketch of the present plight of democracy 
in general, Dr. Counts gives an excellent 
sketch of our earlier democracy ip its eco- 
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nomic, social and political aspects. In so 
doing he cites several little-known but very 
interesting writings of the earlier days. 
There follows a brief survey of the rise of 
great economic inequalities under mass in- 
dustrialization and the concentration of 
financial control, and of the failure of po- 
litical democracy to overcome the obsta- 
cles to social democracy that have arisen 
from the concentration of wealth and the 
maldistribution of incomes. Then he 
poses, as the alternatives before us—‘‘Aris- 
tocracy or Social Democracy?” He argues 
that we must experimentally seek a solu- 
tion by means of the ballot, and this solu- 
tion will involve a functional reorganiza- 
tion of our economy, to the end that equity 
of opportunity may be restored without 
impairment of civil and political rights. I 
have only one criticism. I think the choice 
phrased as “Aristocracy or Social Democ- 
racy” is unfortunate in terminology. I 
believe that a democracy cannot flourish 
without the “natural aristocracy of virtue 
and talents” of Thomas Jefferson. I would 
call the choice “Plutocracy or Democracy?” 

Dr. Counts next considers the dangers 
arising from the use of violence in social 
conflicts, and effectively points the moral 
that we must not have recourse to violence 
from the cases of Russia, Italy, and Ger- 
many. He then offers a program of nine 
points for the preservation and advance- 
ment of democracy. These include a more 
aggressive faith, more social knowledge, 
better organization, more efficiency in exe- 
cution, and the preservation of civil liber- 
ties. He next enumerates the liabilities 
arising from concentration of economic 
power, complexity of industrial society, the 
inheritance of economic individualism, the 
failure of organized civic education, and 
others. After weighing the assets, such as 
our democratic heritage, our resources, en- 
ergy, neighborliness, and political sense, 
and the weakness of the American aristoc- 
racy, Dr. Counts offers a program for pub- 
lic education. He clearly states what all 
experienced educators with a social sense 
recognize—that we greatly need a more 
dynamic, more socially intelligent, and 
more courageous body of teachers. And if 
we are to get these, we must insist on 
higher standards and give teachers not 
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only adequate pay and security, but, more 
especially, more respect and freedom with 
responsibility. : 

The book closes with a ringing challenge. 


I find myself in hearty agreement with Dr. . 


Counts’s main positions. I commend the 
book warmly to every American citizen 
who, awakening to the threats to democ- 
racy in our midst as well as from beyond 
the seas, is resolved to justify the faith 
that is in him by doing his bit for the sa- 
cred cause of the freedom of mutually 
respecting and co-operating personalities. 
JOSEPH A. LEIGHTON 
Ohio State University 


Cuitps, Marouis W. This is Democracy. 
Pp. xvii, 169. New Haven: Yale Uni- 
versity Press, 1938. $2.50. 


Mr. Childs’ first book on the Scandi- 
navian countries—Sweden: The Middle 
Way—received much praise and an equal 
amount of quite severe criticism, especially 
in Sweden. His latest book—This is De- 
mocracy, with the subtitle “Collective Bar- 
gaining in Scandinavia’’—will perhaps en- 
counter a somewhat similar fate. The 
very title of the book may invite criticism 
from some quarters, but after reading the 
excellently written pages portraying cer- 
tain aspects of the socio-economic ques- 
tions in the Northern countries, one cannot 
totally disagree with the title. It is a jour- 
nalistic study dealing primarily with the 
employee-employer relationship. And it is 
not by any means a book which tells the 
whole story of the Northern democracies. 
I doubt that it is intended to-be! The 
author also makes it clear in his acknowl- 
edgment that “I have written this book 
primarily from firsthand interviews and 
observations, as a reporter... .” This 
leads him to thank a number of people 
for their kind co-operation. And this 
number is so large and so varied that one 
must almost abstain from questioning the 
factual material for fear of expressing 
one’s. own predilections as regards the 
“true” nature of democracy in the Far 
North. Again, it is significant to note that 
“no one would be so naive as to suggest 
that their [the Scandinavian countries’] 
laws, their customs, could be taken over 
bodily in America—But neither do I think 
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that their experience can be dismissed as 
without meaning.” 

The book is primarily devoted to Swe- 
den. It sets out to show how labor has 
organized, and in the second chapter how 
industry has organized. This gives the 
setting, and the author is then free to dis- 
cuss the present labor governments of the 
three countries, with very interesting and 
informative comparisons. The relation- 
ships between the workers on one hand and 
the farmers and the co-operatives on the 
other are then taken up. Prior to his 
conclusions, which by the way may well 
be read first, Mr. Childs treats all too 
briefly the White Collar Trade Unions, 
because, as he says, “persuading the white- 
collar worker that his interests are with 
labor and that his hope for security and 
a higher wage lies in belonging to a union 
is a task that is just now absorbing a great 
deal of energy and thought in the three 
Scandinavian countries. There is no field 
of trade-union organization on which 
greater stress is placed.” The develop- 
ments in nearby Germany in recent years 
have given much food for thought! 

Perhaps one may well portray the au- 
thor’s general theme by this quotation 
from the chapter entitled “Company 
Towns”: “There are many socially minded 
employers in Sweden, Norway and Den- 
mark and they have helped to establish the 
general level. But they could not have 
gone far without the support of aroused 
opinion and alert organization.” Thus Mr. 
Childs does not by any means deny the 
good work done by the industrialists. Yet, 
this reviewer would like to suggest that the 
author in his next book on Scandinavia 
turn his attention to the work of the engi- 
neers and the industrialists as well as the 
municipal organizations, because they also 


-have a great deal to contribute to the 


author’s general thought, “This is Democ- 
racy.” 

For those who may think that utopia is 
to be found in the Far North, Mr. Childs 
points out that many work hours have 
been lost because of wage disputes in re- . 
cent years. For the period 1927 to 1936, 
Norway tops the list of man-days lost per 
thousand workers in industry as a result 
of wage disputes. Her average yearly fig- 
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-ure is no less than 3,176. Sweden comes 
next with 1,818, then Denmark with 935, 
while the United States reported 791, Eng- 
land 333, and Japan only 104. These 
striking figures may be said to form a basis 
for this excellently written book, which is 
recommended to all who are interested in 
Scandinavian questions and who have al- 
ready read some other works about the 


economic affairs of the Scandinavian na- - 


tions, 
Erm T. H. KJELLSTROM 
Georgetown University 


Sweden Yeor-Book, 1938, The. Pp. iv, 
380. Uppsala: Almquist & Wiksells 
Boktryckeri, 1938. $1.00. 

Roya Socrat Board, THe. Social Work 
and Legislation in Sweden. Pp. 352. 
Second revised English edition. Stock- 
holm: Tryckeriaktiebolaget Tiden, 1938. 
$1.00. ` 

MONTGOMERY, ARTHUR. How Sweden 
Overcame the Depression, 1930-1933. 
Pp. 91. Stockholm: Alb. Bonniers Bok- 
tryckeri, 1938. $1.00. g 

STREYFFERT, TH. The Forests of Sweden. 
Pp. 72. Stockholm: Alb. Bonniers Bok- 
tryckeri, 1938. $1.00. 

These volumes all belong to the “New 
Sweden Tercentenary Publications,” and, 
appearing in the year of the celebration of 
the landing of the Swedes in Delaware, 
emphasize and inform the cordial friend- 
ship, political and economic, which exists 
between Sweden and the United States. 
The great Swedish emigration to this coun- 
try has been matched in recent years by 
visits of Americans to Sweden. If Swedes 
found opportunities here, Americans have 
similarly had abundant reason for admir- 
ing Sweden in her attachment to democ- 
‘racy and her success in dealing with the 
depression. 

Issuing from official and _ semiofficial 
sources, and going into particulars, these 
books serve to document the more popular 
accounts of Swedish economy which have 
been so widely read and talked about in 
the United States. The Year-Book and 
that on Social Work and Legislation are 
factual, presenting a remarkably clear, 
complete picture of the life of the people 
and the operation of governmental agen- 
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cies. Even through the figures and dia- 
grams shines something of the commenda- 
ble reasonableness and the ‘national self- 
control with which Sweden has impressed 
the world. 

These qualities become more easily ap- 
parent in the smaller works on the Swedish 
forest policy and on the methods used by 
the country in her exit from depression, 
becausé they deal mainly in interpretation. 
Social regulation and conservation are the 
keynotes of both—always with the effort 
to preserve democratic processes. The 
maintenance of the important Swedish 
lumber supply has now been insured, the 
cut having been brought into conformity 
with the growth, though even here there 
are uncertainties which no amount of sci- 
entific scrutiny and no perfection of ad- 
ministrative device can resolve. Dealing 
with depression, of course, involved many 
more factors than dealing with forests, and 
so the precise effects of policies pursued 
are left more in doubt. 

Mr. Montgomery has explained Sweden’s 
prompt emergence from the depression (by 
1933) from the standpoint ‘of economic 
history. This is a method which may be 
recommended to students of the business 
cycle in other countries. It is to be ex- 
pected that particular expedients adopted 
by government in time of depression will 
be subordinate in results to national eco- 
nomic characteristics long developing, but 
Mr. Montgomery shows how peculiarly 
this was true in the case of Sweden. Great 
extent and variety of natural resources, in- 
dustriously worked by a highly intelligent 
though small population, had more to do 
with Sweden’s trade revival than did cur- 
rency and credit control or public works. 
Instructive comparisons are made between 
the experiences of Sweden and of Fin- 
land. Finland, determined to discharge 
her debts, used deflation to stimulate her 
exports. Sweden, in a creditor position, 
was at liberty, through currency expansion, 
to pay more attention to preservation of 
the internal standards. Further, the labor’ 
movement in Finland was weak and could 
not resist the lowering of the standard of 
living, while the reverse was true in Swe- 
den; Finnish appropriations for public 
works and unemployment relief were di- 
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minished, while those of Sweden were 
markedly increased. 

One comes away from these exhibits 
with the vivid impression of manful effort 
to maintain national economic stability in a 
world of capitalist disruption. Not that 
Sweden has not played her own important 
part in bringing on the misfortunes that 
have beset all countries, for she is an im- 
portant factor in international industry and 
finance. One’s hopes that Sweden may, by 
recent methods, continue to protect her 
economy is reduced by the critical reflec- 
tion that unemployment in the country was 
greater in the very prosperous year of 1936 
than in 1929. The rationalization which 
has helped Sweden has also hurt her. 

Broapus MITCHELL 

Johns Hopkins University 


Nevins, ALLAN. The Gateway to History. 
Pp. vii, 412. Boston: D. C. Heath & 
Co., 1938. $3.00. 

Professor Nevins’ most recent endeavor, 
The Gateway to History, would not have 
been possible without a sincere affection 
for history in all its ramifications, coupled 
with an exacting and vigorous scholarship. 
His work is an absorbing attempt to make 
history again the “tremendously alive” 
popular study which once it was. The au- 
thor strives effectively to accomplish his 
task by the way of a dramatic array of 
challenging evidence calculated “to bring 
out certain of the richer meanings of his- 
tory, to explain in some detail its objects 
and its difficulties, and to make clear its 
proper standards; and yet while doing this 
to illustrate its wonderful variety, and to 
show how engrossing its pursuit can be 
made” (p. iii). 

At almost the very outset, Professor 
Nevins cautions that an exceedingly pre- 
cise definition of history “is certain to be 
misleading.” His own conception that 
“history is any integrated narrative or de- 
scription of past events or facts written in 
the spirit of critical inquiry for the whole 
‘ truth” is fundamentally an advocation of 
the scientific method of writing history. 
(P. 22.) Because of its breadth, this view 
of history is easily adaptable to the au- 
thor’s purposes. It enables him to reveal 
history not only as the richest and most 
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varied branch of human knowledge, but: 
also as the strongest force in the creation 
of nationalism, which is dependent upon 
the narration of a common tradition for 
its establishment. It further enables the 
author to sift the worth-while from the in- 
ferior as he lights his way, with the torch 
of scientific criticism, through the vast 
realms of historical literature. 

A basic reason for Professor Nevins’ 
firm stand on the matter of utilizing a 


_ Severely scientific method of writing his- 


tory arises from the fact that he is well 
aware that “everywhere about the question 
of historical integrity, pitfalls thicken.” 
Of the hundreds of examples typifying this, 
the most arresting are revealed in the 
chapters on The Cheating Document and 
The Garbled Document. The exclamation 
attributed to Wellington, “Up, Guards, 
and at them!” and‘the immortal ejacula- 
tion credited to C. C. Pinckney, “Millions 
for defense, but not one cent for tribute,” 
together with the delightful tale about 
George Washington and the cherry tree, 
are but a few cases in point which have 
arisen only because “mankind loves a good 
story.” Inventions of this kind are inno- 
cent when compared to the willful obscura- 
tions perpetrated in behalf of a cause. 
Such is the famous Donation of Constan- 
tine, a forgery committed about 800 A.D. 
During the eleventh and twelfth centuries 
and onward the document was utilized as 
a powerful weapon in political disputes by 
the Church. Despite Laurentius Valla’s 
critical attack on the ‘Donation in 1440, 
almost four hundred years passed before 
it was proved completely fraudulent. . 
During that long period it was accepted 
as a vital document by ecclesiastical au- 
thorities, chroniclers, and historians. : 

Standard works, long accepted by his- 
torians, have been demonstrated, time and 
again, to be inaccurate. The two-volume 
Rousseau by Lord Morley depends pri- 
marily upon Mme. d’Epinay’s Memoires 
for its evaluation of Rousseau’s personal- 
ity. The Memoires are now known to be 
false, and to that extent Lord Morley’s 
work is incompetent. The capable scholar 
knows -that “a few documents, a few ex- 
tracts from memoires, letters, and news- 
papers knitted adroitly together do not 
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constitute history; history is the measure 
of sound grain sifted by rigorous criticism 
from the straw and chaff of good, bad, and 
indifferent testimony” (p. 204). 

Professor Nevins is convinced that be- 
hind “every great history stands a great 
man.” The clever writer whose wisdom 
is dependent upon a knowledge acquired 
after the event creates an inferior work 
when carried away by the temptation to 
prove his superior sagacity. The author 
mocks Lytton Strachey’s brilliance “in set- 
ting a dunce-cap on the head of Arnold of 
Rugby.” “The truth,” writes Professor 
Nevins, “is that there never was anything 
puzzled about Thomas Arnold’s look or 
mind. He wasa... resolute leader, .. . 
a great progressive force in nineteenth cen- 
tury education; an historian of acuteness 
„and diligence; and altogether a man whose 

. activities deserved . . . the more re- 
cent prose tribute of H. A. L. Fisher” (p. 
234). The biting sarcasm of the author 
envelopes Walter Millis for regarding Wil- 
liam McKinley as a “shallow politician” 
and Woodrow Wilson as a “naively ideal- 
istic egotist” because the Nation’s head in 
1898 and in 1918 lacked “an intellect as 


profound and a vision as infallible as Mr. 


Millis’s” (p. 235). 

Firm though he is as an exponent of ex- 
act and scholarly history, Professor Nevins 
is equally insistent upon literary merit. 
For him this “truth indubitable: it is 
possible to be scientific . . . , and also to 
write with high literary charm” (p. 350). 
Style has always been the great preserva- 
tive in history. Tacitus was a biased 
, Writer, but his portraits of the Roman em- 
perors are, characterized by “sufficient ge- 
‘nius” to render them forever popular. On 
the other hand, Mark Sullivan’s Our Times 
is a valuable collection of materials for 
history. Its utter lack of plan achieves 
some degree of interest. Its occasional 
vivid writing and plentiful illustrations are 
entertaining. But the reflective reader is 
“convinced that ... Mr. Sullivan . . . had 
fallen decidedly short of writing history 
itself” (p. 358). The greater historians, 
students such as Prescott, Macaulay, Sym- 
onds,' Parkman, Mommsen, Guizot, and 
Lecky, amply demonstrate that “imagina- 
tion must be combined with research to 
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produce vividness, human warmth, and po- 
etic truth” (p. 363). 

. The true artist and exact scholar must 
find the realm of biography most intri- 
guing. Here a human personality must be 
recreated. Here the “human meaning” of 
an era must be filled out. In the past, 
scholarship, literary merit, and interpretive 
ability. were combined to produce fine 
works.» At present these have been dis- 
carded for the so-called “Stracheyan for- 
mula”—a matter of ironic or satiric form. 
and much borrowing. Froude’s Carlyle, 
Boswell’s Johnson, Morley’s Gladstone, 
and the like could never have been pro- 
duced by the dogmatism and narrow schol- 
arship of the post-Stracheyan biographer. 
Professor Nevins rebukes reviewers such 
as Lewis Mumford for praising writers 
who “sack some previous biographer, ap- 
propriate his materials, and write a book 
which plays up all the succulent, sparkling 
parts of the story” (p. 339). 

Because of its timely analysis of the 
trends in biographical and historical litera- 
ture, Professor Nevins’ work serves as an 
excellent introduction to the masters of 
history. His clear and refreshing style, 
his challenging manner, and his absorbing 
materials will command a large and varied 
class of readers. The few weak points in 
The Gateway to History cannot appre- 
ciably detract from its obvious merits. 
That the bibliography is devoted pre-emi- 
nently to writers of the last century can 
partly be offset by its excellence in judg- 
ment. The limited treatment of absorbing 
subjects, such as the interpretations of his- . 
tory or the sciences auxiliary to history, 
leaves the reader desiring more informa- 
tion and even clarification. Despite these 
moot points, Professor Nevins’ work is an 
indispensable guide for both the student 
and the intelligent lay reader. 

ROBERT FELLNER 

College of the City of New York 


SCHNABEL, Franz. Deutsche Geschichte 
im Neunzeknten Jahrhundert. Vol. I, 
“Die Grundlagen,” pp. xi, 628;. Vol. II, 
“Monarchie und Volkssouveränität,” pp. 
x, 414; Vol. III, “Erfahrungswissen- 
schaften und Technik,” pp. ix, 500; Vol. 
IV, “Die religiösen Kräfte,” pp. xii, 617. 
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Freiburg i. Br.: Herder & Co., 1933- 

1937. RM. 50.00. 

Schnabel’s masterly work is by far the 
most notable general account of Germany 
in the first half of the nineteenth century 
since Treitschke’s five-volume history of 
half a century ago. Both are alike in cov- 
ering the same period—from the French 
Revolution to the eve of the 1848 revolu- 
tions—but otherwise what a difference be- 
tween the two! Treitschke, narrowly 
-German and intensely Prussian, Protestant, 
arrogant, more interested in politics and the 
ruling political classes than in the common 
man; and Schnabel, as a Roman Catholic, 
cosmopolitan and universal in his outlook; 
as a Badener, representative of Southwest 
German liberalism; and as a professor in 
an Institute of Technology, keenly alive to 
the scientific, social, and religious interests 
of the growing middle class. Schnabel is 
therefore a good antidote or complement 
for those who have been brought up on 
Treitschke, and an admirable substitute 
for those who have not. 

The first volume, “Die Grundlagen,” 
lays the broad background by tracing the 
fusion of Roman, German, and Christian 
elements in the formation of the European 
unity of the Middle Ages as symbolized in 
Gothic architecture. It shows how, after 
the Lutheran Reformation, France and 
England developed into national states; 
but how in Germany, while the Holy Ro- 
man Empire survived as a dead form, the 
real power passed to the rising territorial 
states which blocked political unity and 
so weakened the country that after the 
Thirty Years’ War, while France reached 
its height under Louis XIV, Germany sank 
to its lowest depth. Then Frederick the 
Great, Herder, Stein, Scharnhorst, Hum- 
boldt, and the new forces let loose by clas- 
sicism, the French Revolution, Kant, and 
Romanticism, led to the War of Libera- 
tion and the overthrow of the Napoleonic 
domination. 

With the second volume, “Monarchie 
und Volkssouverinitat,” begins the more 
detailed account of the new order estab- 
lished by the Congress of Vienna, and its 
bitter disappointments. It is the struggle 
for the sovereignty of the people and per- 
sonal liberty, constitutional government, 
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and national unity, against the monarchical - 
conservatism of the Metternich System. 
This bald outline of the first two volumes 
may seem to suggest that they merely fol- 
low the conventional pattern; but in fact 
they are distinguished by the large atten- 
tion given to spiritual and intellectual fac- 
tors and by rich philosophic insight. 

The last two volumes are perhaps the 
most interesting and the least conventional 
parts of Schnabel’s work. Here he is at 
his best. The third volume, “Erfahrungs- 
wissenschaften und Technik,” opens with 
the dominating figure of Hegel, and then 
surveys the extraordinary development of 
various kinds of scientific knowledge: the 
new scientific historical method of Nie- 
buhr, Ranke, and Droysen; the new spirit 
of research in the universities, laboratories, 
and technological institutes; and the gi- 
gantic strides in physics and chemistry 
which were soon given practical application 
in industry. 

Finally, the fourth volume, “Die religi- 
ösen Kräfte,” is about equally divided be- 
tween Roman Catholicism and Protestant- 
ism. It is not merely a discussion of the 


„great theologians of the two faiths, with 


the beginnings of the so-called “higher 
criticism” which was to become a chal- 
lenge to both. Schnabel has also much of 
great interest concerning church music, 
and the new social welfare institutions of 
such men as the Catholic Adolf Kolping 
and the Lutheran Heinrich Wichern. 

It is reported that the Nazis have dis- 
missed Schnabel from his professorship, 
but, as he is only fifty-one, it is to be 
hoped that he will be able to carry on his 
history beyond the middle of the nine- 
teenth century. In a preface written in 
1933 he observes: “Living history has been 
hurrying with giant strides forward”; and 
he points out that a historian like himself 
has a remarkable opportunity to see how 
the forces of the past are changing or 
operating in the present. He is no recluse 
in an ivory tower, but a philosopher-ob- 
server keenly interested in all life about 
him. ` It is this that gives freshness and 
vigor: to his history. He also writes with 
complete clarity and much charm of style. 
No person who wants to understand the 
background of prewar Germany should 
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fail to read his work. It ought to be trans- 

lated into English. 
, Sipney B. Fay 
Harvard University 


Goocu, G. P. Before the War. Vol. II, 
“ “The Coming of the Storm.” Pp. viii, 
447. New York: Longmans, Green and 

Co., 1938. $4.00. 

In 1936, when the first volume of the 
above work by the co-editor of British 
Documents on the Origins of the War was 
published, under ‘the distinctive subtitle 
“The Grouping of the Powers,” it was 
cheerfully welcomed by students of diplo- 
macy. Now we have the second and con- 
cluding volume under a no less distinctive 
subtitle, and which should be greeted with 
an equally deserving welcome. 

The aim of Dr. Gooch is to narrate 
briefly the prewar diplomatic history of 
five European great powers (Great Britain, 
France, Germany, Russia, and Austria- 
Hungary) through the activities of states- 
men responsible for the formulation and 
conduct of foreign affairs of each power. 
Each country is represented by two states- 
men whose combined tenure of office 
roughly covered the fateful decade pre- 
ceding 1914. The first volume contained 
studies on Lansdowne, Delcassé, Bülow, 
Iswolsky and Aehrenthal—five men who 
brought about the division of Europe into 
two rival camps. The present volume in- 
cludes studies on Grey, Poincaré, Beth- 
mann Hollweg, Sazonoff and Berchtold— 
another set of five men who “did not cre- 
ate the evil system of groups and alliances, 

. . and none of them had the power to 
change it.” Each study is a careful and 
critical estimate of the man as statesman, 
and as such each in its way is a master- 
piece, certainly the best in the English 
language. In no case does the author’s 
judgment of character go beyond what is 
essential to a proper study of the man at 
work. Viewed from this angle, his studied 
reserve cannot be taken for leniency, 
though the statement on Poincaré (p. 197) 
that “there is not a word in the five mas- 
sive volumes of Documents diplomatiques 
Frangais covering his year at Quai d’Orsay 
to suggest that he desired or worked for 


war” might be questioned. Even Beth- 
s 
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mann ‘Hollweg and Berchtold emerge in 
these studies with much credit that has 
been denied to them by other writers. Of 
the five, Sazonoff alone fails to measure up 
to the stature of the other four, for he was 
“utterly unfit for his responsible post” (p. 
290) at the Foreign Ministry. And the 
following criticism of diplomatic technique 
as employed in London, Paris, and Berlin 
during the Agadir crisis (1911) should be 
taken as the judgment of a most impartial 
historian (p. 75): “Schooled by the bitter 
memories of 1905, France should have 
taken care to make a deal with Germany 
before ordering her troops to Fez. Kider- 
len should have chosen a less spectacular 
method of presenting Germany’s just claim 
to compensation, . . . Grey should have 
waited for a reply to his communication 
of July 21 [to Germany] before sanc- 
tioning the Mansion House pronounce- 
ment.” 

In such a work a certain amount of rep- 
etition is hardly to be avoided, for a penta- 
gon must necessarily be examined from all 
five sides; and students of diplomacy are 
indeed fortunate in having such an indis- 
pensable vade mecum by one who is per- 
haps best qualified for the task. Among a 
select group of scholars Dr. Gooch occu- 
pies an exalted position, not only for his 
learning of the subject yet unsurpassed, for 
his understanding of prewar diplomacy yet 
unmatched, for his intelligent honesty yet 
unquestioned, but also for his notorious 
impartiality. And in no other work has 
he shown such rare marks of superb schol- 
arship as in this novel method of writing 
diplomatic history. 

A. O. SARKISSIAN 

Columbia University 


FRIEDRICH, CARL JoAcHIM. Foreign Pol- 
icy in the Making. Pp. 296. New 
York: W. W. Norton & Co., 1938. 
$2.75. 

It is high time that books such as this 
one are beginning to appear—that is, intel- 
ligent, readable, popular treatments of the 
problems of foreign policy. Professor 
Freidrich’s book is excellent, and it is 
pleasant reading throughout. The work 
begins with good chapters on the problem 
of democracy and dictatorship in foreign 
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affairs, the rôle of the people, and the re- 
lationship between foreign and domestic 
affairs. Then we have a discussion of 
those fundamental principles of foreign 
policy: the balance of power, ‘the superi- 
ority of foreign policy over considerations 
of domestic policy, and continuity of for- 
eign policy. In the next chapters, under 


various forms, the author proceeds to ex-, 


- amine these principles in the light of post- 

World War diplomatic history. His con- 
cept of the balance of power, whether with 
or without an international organization, is 
most interesting—he is aware of a balance 
of contending forces no matter what the 
form of society. He is aware of a kind of 
continuity in policy despite fundamental 
modifications as time and circumstances 
bring changes in the life of peoples and 
nations. 

Many readers will probably find the last 
chapter, on “International Civil War,” the 
most interesting in the book, for in this 
chapter Dr. Friedrich is discussing our 
present situation. There are some discon- 
certing comparisons between our era .and 
the period at the beginning of the Thirty 
Years War in the seventeenth century. In 
that period a religious unity had been de- 
stroyed; in our time, a political unity. 
The war in Spain may be the beginning of 
a long international struggle on a larger 
stage. “To the anxious query: Is there 
going to be war in Europe? the answer 
must be that it has already begun.” The 
author analyzes the origin and the policies 
of the Berlin-Rome-Tokyo axis and its 
counterweight in the world balance—the 
London-Paris axis. It is, in some respects, 
a pity that the work came out a bit too 
early for an analysis of these two systems 
in the light of the Munich “agreement.” 
It is interesting to note Professor Fried- 
rich’s statement that “an empire may need 
peace, but it cannot bring it. . . . Hence, 
it cannot fight for the common people 
without equivocation. That is the reason 
why following the British will never do as 
a rule for American foreign policy. The 
` American people cannot be asked to rescue 
the British Empire” (p. 253). Quite as 
interesting is his statement of the dream of 
all true internationalists: “Democracy will 
march forward toward international or- 


THE ANNALS OF THE AMERICAN ACADEMY 


ganization. The same federative idea 
which in this country has merged sectional 
conflicts in a national pattern, however 
complex, will provide the framework for 
the slow evolution of a world policy. Sep- 
arate national policy will become as lim- 
ited in scope as state policy is in the 
United States today. But in the meantime 
democracies, while still wedged in between 
undemocratic systems, will have to pay 
for the permanent advantages of their 
freer life by temporary disadvantages and 
setbacks in the international game” (pp. 
88-89). 

Foreign Policy in the Making is a vol- 
ume which well deserves a very wide read- 
ing. It includes a useful appendix con- | 
taining Mr. Henry L. Stimson’s letter of 
December 21, 1937 to the New York | 
Times against the Ludlow Resolution on a 
popular referendum on war or peace, and 
Mr. Hull’s address of March 17, 1938 in 
which he defined our foreign policy. A 
brief bibliography would have enhanced 
the value of the volume. 

Harry N. Howarp 

Miami University 


Corsy, CuHartes C. (Ed.). Geographic 
Aspects of International Relations. Pp. 
xi, 296. Chicago: University of Chicago 
Press, 1938. $3.00. 

This volume of lectures and papers de- 
livered at the 1937 institute of the Harris 
Foundation evidences, among other things, 
the difficulties which confront the indi- 
vidual who assumes responsibility for the 
editing and publication of such a varied 
collection. Necessarily, unless the agenda 
has been prepared with greatest care, a 
meeting devoted to the large subject of 
political geography will bring forth an ex- 
ceedingly varied list of papers. In the- 
present volume, one finds a bewildering 
miscellany ranging from an analysis of 
American water resources to a considera- 
tion of West African geography, and in- 
cluding, as a major paper, a study of “In- 
ternational Aspects of State Intervention 
in Economic Life.” 

To put the matter in another way, some 
of these papers are pure geography, e.g., 
“The Distribution of People in South . 
America” by Preston James; some are 
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genuine studies in geography as it affects 
international relations, e.g., “Population 
Outlets in Overseas Territories” by Isaiah 
Bowman; and one, to which reference is 
made in the preceding paragraph, is almost 
unrelated, except in a remote way, to ge- 
ography. At least one harassed reviewer 
wishes that a little less latitude had been 
given to those invited to take part in the 
institute. 

The contributions in the field of political 
geography are surprisingly devoid of orig- 
inality. President Bowman gracefully re- 
capitulates the accepted conclusions of 
nearly all students of the colonial prob- 
lem, namely, that colonies are no longer 
outlets for population pressure and that 
they are of greater value as sources of na- 
tionalistic prestige than as possessions from 
which economic profit can be derived. 
Professor Hartshorne surveys the bound- 
ary problems of. Europe and comes to the 
sweetly reasonable conclusion that “most 
of the local difficulties caused by unsatis- 
factory boundaries can be solved without 
shifting the line itself a foot. It is neces- 
sary only that the boundaries be made less 
important in the daily economic and social 
life of the border peoples and that the 
national minorities be treated without dis- 
crimination by their government.” Ex- 
President Beneš can perhaps add a foot- 
note to this when he reaches Chicago. 

The remaining major paper, that of Mr. 
Denis on state intervention in- economic 
life and its international repercussions, is 
an excellent survey of the now familiar 
national policies which have contributed to 
the disruption of international “economic 
relations. The author pleads for a.recon- 
sideration of these, not with a view to 
returning to laissez faire, but in the hope 
- that these controls may be utilized for the 
enlargement, rather than the further con- 
striction, of international intercourse. 

Grayson Kirk 

Columbia University 


Duncan, W: G. K. (Ed.). Australia’s 
Foreign Policy. Pp. xti, 218. Sydney: 
Angus and Robertson, Ltd., 1938. 5s. 
Anyone with an interest in Australian 

foreign relations will find this book, pub- 


lished under the auspices of the Australian 
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Institute of Political Science, of more than 
passing value. Five papers given at a 
meeting of the Institute by persons who 
have an especial interest in the problems 
under discussion are brought together in 
this useful volume. A preface by W. Mac- 
mahon Ball provides a statement of the 
terms of reference to which the remainder 
of the book is related. The purpose of 
the book is to discover whether Australia 
should have a foreign policy and, if so, 
what that policy ought to be. 

It is apparent from the views of the 
various writers that Australia does not 
have a foreign policy of her own, and that 
there is no common agreement as to the 
nature of a plan of action for the future. 
Indeed, if one accepts the statements of 
Mr. Ball, there can be no considered pro- 
gram of foreign relations until certain fun- 
damental conditions of the Australian 
scene are changed. Mr. Ball believes that 
before a definite policy can be formulated, 
there must be available “accurate informa- 
tion about other countries”; there must be 
an “atmosphere of freedom in which al- 
ternative policies can be frankly exam- 
ined”; and it is necéssary to have “an in- 
telligent and civilized spirit of patriotism, 
a social philosophy which is bent, not on 
finding occasions for suspecting foreigners, 
but on increasing the welfare of Austra- 
lians.” These conditions, he states, are 
not present in the Commonwealth. Mr. 
Ball points out that 85 per cent of the 
news of foreign countries comes through 
England and may therefore be colored to 
suit British objectives; he attacks the gov- 
ernment for the way in which it discour- 
ages the discussion of controversial issues; 
and, which is discouraging, he finds that 
the masses of the people possess a “mar- 
velous nonchalance” about their future. 

At least one of the contributors, the 
Honorable R. G. Casey, is content with 
the status quo and indicates that Australia 
need search no farther than Great Britain 
for guidance in the conduct of her foreign 
relations. However, P. D. Phillips, J. G. 
Crawford, C. Hartley Grattan, and D. A. 
S. Campbell express doubts that British 
and Australian interests always coincide. 
It is pointed out that although Australia 
continues as a member of the British Com- 
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monwealth of Nations, certain facts are 
more pertinent to her than to other mem- 
bers of the Empire. Mr. Phillips believes 
Australia will be largely concerned with the 
affairs of the Pacific community, and that 
this will necessitate a re-evaluation of her 
attitude toward Japan, China, and the 
United States. On the other hand, the 
formulation of an Australian policy for 
this area is complicated -by Australia’s ties 
to Great Britain. This is made quite clear, 
for example, in Mr. Grattan’s discussion of 
the possibility of Australia’s remaining 
neutral in a large-scale war. 

The general features of a foreign policy 
for Australia are presented by Mr. Camp- 
bell. He suggests that this policy be based 
upon the following essentials: Australia is 
to maintain her association with the Brit- 
ish Empire, is to support sincere attempts 
. to secure international co-operation through 
the League or some other agency, is to 
work for freer trade, and is to endeavor to 
arrive at agreements with a stable China, 
Japan, Soviet Russia, ‘and the United 
States with regard to the problems of the 
Pacific area. 

There is very little in this book that 
makes dull reading. It is to be hoped that 
the Australian Institute of Political Sci- 
ence will be instrumental in publishing 
more books on the Commonwealth’s prob- 
lems and institutions. 

Hartow J. HENEMAN 

University of Michigan 


CHURCHILL, Winston S. While England 
Slept. Pp. xii, 404. New York: G. P. 
Putnam’s Sons, 1938. $4.00. 

In a speech delivered in the British 
House of Commons on May 22, 1935, Mr. 
Churchill said, “I do not admire people 
who are wise after the event.. I would 
rather be impaled on the other horn of 
the dilemma and be called one of the ‘I 
told you so’s.’” This volume is a vindica- 
tion of the policy advocated over a period 
of years by one who must be regarded, in 
spite of the fact that he has not held office 
for years, as one of England’s leading 
statesmen. It is curious that the deepest 
impression made by the speeches of Mr. 
Churchill during six years should be that 
of remarkable consistency, for -his greatest 
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liability in politics has been the suspicion 
even amongst his admirers that consistency 
was not one of his virtues. 

The book, then, is a collection of, 
speeches delivered (with one compara- 
tively unimportant exception) in the House 
of Commons since 1932. .Naturally it suf- 
fers from the defects and limitations of 
such a collection. Mr. Churchill is a mas- 
ter of debate, but a sense of incomplete- 
ness is inevitable in reading only one side 
of what may be a many-sided argument. 
Some of the most effective thrusts of the 
debater are weakened because one does not 
know the arguments that evoked them; 
and one is left wondering, too, as to the 
replies which the speaker drew from his 
opponents on certain important issues. 
Besides, speeches in debate must neces- 
sarily make frequent reference to con- 
temporary events which cannot be present 
in the reader’s mind some years later. The 
attempt to meet this second difficulty by 
brief chronological summaries of events 
prefacing most of the speeches is only par- 
tially successful. 

The book, however, is a brilliant exam- 
ple of Parliamentary oratory and debate 
in the best British tradition. All Mr. 
Churchill’s gifts of literary style are pres- 
ent here—the massive argument, the in- 
cisive statement, the telling and sometimes 
unforgettable sentence. Of. these, only 
three out of many may be quoted: “We 
can lay down the proposition that the 
Angel of Peace is unsnubbable” (this in 
reference to Lord Halifax’s visit to Ber- 
lin); and “What is there ridiculous about 
collective security? The only thing that 
is ridiculous about it is that we have not 
got it.” And this in 1936: “But do not. let 
us be a rabble flying before forces we dare 
not resist. Let us negotiate from strength - 
and not from weakness; from unity and 
not from division and isolation; let us 
seek to do justice because we have power.” 
Passages of eloquence also tempt to quota- 
tion, but exigencies of space make it nec- 
essary to resist the temptation. 

It is, however, the substance of Mr. 
Churchill’s policy that will interest most 
readers and which is most important for 
the student of today and the historian of 


tomorrow. These speeches are the record 
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of a campaign waged consistently by Mr. 
Churchill over a period of years, and it is 
a campaign that failed. What were its ob- 
jectives and why did it fail? 

There were two objectives, the first of 
which may be stated in a sentence. It was 
the speedy and effective rearmament of 
Great Britain in view of the menaces 
which existed in a world of fierce national- 
ist passions and which became immediately 
threatening with the rise of Nazi Germany 
and the rapid militarization of that coun- 
try. Mr. Churchill realized more quickly 
and more clearly than the majority of his 
colleagues the threat which a rearmed, ag- 
gressive Germany would constitute to the 
peace of Europe and the security of Great 
Britain. There, at least, history has al- 
ready justified him. The measures which 
he advocated and pressed upon the gov- 
ernment are explained in these pages. They 
were perhaps not the least important part 
of his campaign, but they are the least in- 
teresting for the reader (especially the non- 
British reader), and from the point of view 
of permanent interest, too great a space is 
given to them. The story of September 
1938, with its emphasis by British leaders 
on England’s relative weakness and unpre- 
paredness, is an ironic comment on the 
complacent assurances with which the Brit- 
ish Government responded to their critic’s 
fiery attacks. That story, too, underlines 
the fact that Mr. Churchill was right but 
not successful. 

The other objective was the maintenance 
(or the achievement) in Europe of a sys- 
tem of collective security as the corner 
stone of British foreign policy. That sys- 
tem must be based on the Covenant of the 
League of Nations and the assertion of the 
League’s authority. Naturally the advo- 
* cacy of such a policy had to be modified 
in response to changing conditions. Ethi- 
opia, for instance, made an enormous dif- 
ference. But even in the last presentation 
of Mr. Churchill’s point of view which this 
volume contains (the speech of February 
22, 1938), the essentials of his faith remain 
unchanged. “If a number of States were 
assembled around Great Britain and France 
in a solemn treaty for mutual defense 
against aggression; if they had their forces 
marshaled in what you may call a Grand 
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Alliance; if they had their Staff arrange- 
ments concerted; if all this rested, as it 
can honorably rest, upon the Covenant of 
the League of Nations, in pursuance of all 
the purposes and ideals of the League of 
Nations; if that were sustained, as it would 
be, by the moral sense of the world; and if 
it were done in the year 1938—and, believe 
me, it may be the last chance there will be 
for doing it—then I say that you might 
even now arrest this approaching war.” 
Munich proves not that Mr. Churchill 
was wrong but that he failed. Why did 
he fail? Fundamentally, because he could 
not convince those whom it was most nec- 
essary to convince that the two objectives 
were integrally related in the way in which 
he conceived that relation. Both opposi- 
tions, Labor and Liberal, believed that 
armament needs could be appraised only 
in the light of the policies which arma- 
ments were intended to defend and sup- 
port. Again and again Mr. Churchill asked 
the government to state its policy, but 
without success. If Mr. Churchill could 
have convinced the Labor and Liberal par- 
ties that the party of which he was a mem- 
ber shared his views on foreign policy and 
that there was a real possibility that the 
government would adopt that policy and 
pursue it, the history of the past few years 
would have been different. The deep divi- 
sions in foreign policy weakened greatly, if 
not fatally, the appeal for rearmament. In 
short, Mr. Churchill, unable to convert his 
own party to one of his objectives, was not 
in a position to win the opposition parties 
to an enthusiastic support of his other ob- 
jective. Probably Mr. Churchill’s weak- 
ness as evidenced in these speeches is that 
he never sufficiently realized the nature of 
this problem that confronted him as a 
practical statesman. That may be the pre- 
destined fate of a leader without a party. 
Davin BryNn-JONES 
Carleton College 


Jones, F. Etrwyn. The Defence of De- 
mocracy. Pp. 352. New York: E. P. 
Dutton & Co., 1938. $2.50. 

In contrast with its title, this book does 
not dwell upon the ways and means of 
democratic self-defense in an era agitated 
by the spread of totalitarian ideologies. 
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Its author, an Englishman with United 
Front sympathies, concerns himself pri- 
marily with the operation of Fascist forces 
in Europe, rounding out and bringing up to 
date the disturbing picture presented in 
his earlier analysis of Hitler’s Drive to the 
East. While including Japan in the “Fas- 
cist International,” he devotes his exposi- 
tion to the “Fascist attack on the key posi- 
tions of European democracy,” leaving the 
Far East outside his scope. 

The first and main part of the volume 
deals with “the new technique of aggres- 
sion”—that of “stirring up rebellion by a 
national or social minority within the ter- 
ritory of the proposed victim and supply- 
ing the rebellion with arms, men, and 


money” (p. 13). In sixteen chapters the- 


reader is confronted with a panorama of 
lurking disaster: the Berlin-Rome axis, for 
Mussolini “the fruit of necessity” (p. 23), 
for Hitler the way “to dominate the world” 
(p. 29); Fascist foreign policy; National 
Socialist imperialism; Hitler’s machinery 
of intervention; Nazi plotting in Central 
Europe’s border countries; Fascist con- 
spiracy in the Soviet Union; Hooded Men 
in France; Fascism in Spain and Portugal; 
the conquest of Austria; the penetration of 
Southeast Europe; underground activities 
in the United States and Latin America; 
and, finally, the Nazi network in Great 
_ Britain and the Empire. 

In the second part, divided into three 
chapters, the author reviews the peace 
forces within the Third Reich, Italy, and 
other dictatorship ‘countries. The theme 
of the third part, made up of four chap- 
ters, is suggested in the question: Where 
do the democratic states stand? Here Mr. 
Chamberlain is taken to task for making 
himself the agent of the “reactionaries in 
England” eager to collaborate with reac- 
tionaries abroad (p. 310). Nor does the 
French “Right” remain free from blame. 
More hopeful prospects the author finds in 
Soviet Russia, Loyalist Spain, the Oslo 
Group, and the United States. The clos- 
ing chapter is a plea for a “root-and-branch 
change in British policy” (p. 350). °As an 
encouraging sign that “Peace can still be 
won, for Europe and the World,” the au- 
thor cites the effect of combined interna- 
tional pressure during the Czechoslovak 
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crisis in May 1938. “It was the first suc- 
cess for the principle of collective security 
since the Nyon Conference succeeded in 
stopping Italian submarine piracy in the 
Mediterranean” (p. 352). The epilogue 
has been supplied by the Munich Pact. 

The book is persuasive but not con- 
vincing. It abounds in arresting detail, 
much of which we must take on the au- 
thor’s word. The “We or They” thesis 
has been set forth more effectively by 
others. The chief weakness of the book is 
oversimplification. To make the thesis 
tenable, some retouching seems required. 
This volume is no exception. To argue as 
the last resort that “Mr. Chamberlain must 
go” (p. 351) indicates a blurred concep- 
tion of more fundamental factors. To 
hold out the “new technique of peace” as 
the obvious method for taking “the inter- 
national initiative from Hitler and Musso- 
lini” strikes me as a futile gesture as long 
as the “watertight Peace Bloc of the demo- 
cratic countries,” including both the Soviet 
Union and the United States, is nothing 
but a daydream. The practical obstacles 
are barely mentioned. Instead, we are left 
to wonder whether or not the author—af- 
ter Munich—concedes democracy a chance 
at all. 

Frrrz MORSTEIN Marx 
Harvard University 


Rippy, J. Frep. America and the Strife of 
Europe. Pp. xiii, 264. Chicago: Uni- 
versity of Chicago Press, 1938. $2.00. 
The author states in the preface that his 

purpose has been “to examine the history 

of the European relations of the United 

States with the concept of Europe’s strife 

as a unifying theme.” In the pursuit of 

this task he devotes the first five chapters’ 
to American ideology. In the first chapter, 
on isolationism, he correctly points out 
that Washington’s Farewell Address con- 
firmed rather than inaugurated the policy 
of remaining politically aloof from Europe, 
and that this policy arose naturally and 
more or less spontaneously out of the anxi- 
ety of Americans, and the opportunity pre- 
sented them by the broad Atlantic, to keep 
from being involved in the wars and dis- 
turbances of Europe. With the rise of the 


peace movement, however, isolationism be- 
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came tempered by an interest in world 
peace and an attempt to co-operate with 
European pacifists in a common fight 
against war. Isolationism was also threat- 
ened from another direction, as is pointed 
out in the chapter on Expansionist Idealism 
and Rationalizations. Notions of manifest 


destiny received robust expression, espe-. 


cially in the roaring forties, and led on to 
extracontinental and overseas expansion 
after the Spanish-American War. In the 
later period American imperialists talked in 
terms of an Inevitable Destiny which 
would carry American ideals and institu- 
tions to new lands and strange peoples and 
compel the Nation to assume the White 
Man’s Burden as a part of a great Plan 
which human volition could not alter. 

The author next discusses the two 
epochs of American expansion and points 
out that had it not been for the discords 
of the great powers, European intervention 
would have stopped the forward march of 
the United States on the American conti- 
nent in the earlier period, and the later 
overseas phase of that expansion would 
have likewise met with resistance. Thus 
Europe’s strife, which interfered with 
American trade and was always a potential 
danger to the peace of the United States, 
tended on the other hand not only to pre- 
vent further European encroachments in 
the Western Hemisphere, but also to give 
this country a free hand in the New World. 

In the final chapter, on The Plight of 
the Isolationists, the author’s analysis 
seems to be oversimplified at certain 
points. For example, many of the oppo- 
nents of isolation cannot be catalogued as 
idealists with a “messiah complex,” and 
described as successors of the nineteenth- 
century prophets of “manifest destiny,” 
who are animated with “the fervent con- 
viction that this Nation has a mission in 
the world” (p. 221). 

Frank M. RUSSELL 

University of California, Berkeley 


BEALS, CARLETON. The Coming Struggle 
for Latin America. Pp. 401. Philadel- 
phia: J. B. Lippincott Co., 1938. $3.00. 
“In these days,” observes Mr. Beals, 

“trade cannot be disassociated from politi- 

cal pressure and dogma.” The picture he 
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unfolds of European and Japanese pene- 
tration in the Americas is a disturbing one. 
Were not his reputation so firmly estab- 
lished, Mr. Beals’ characteristic assertive- 
ness might be dismissed as scaremonger- 
ing, and his excellent prose might divert 
attention from the general soundness of 
his factual basis. But Mr. Beals is a sin- 
gularly acute observer whose capacity to 
interpret the Latin American scene is un- 
questionable. 

Mr. Beals follows the Japanese fishing 
fleets to track down the popular myth that 
they are manned by navy officers, and 
studies the 350,000 Japanese immigrants 
to appraise their colonizing ability; trade 
gains in the low-price fields he ascribes 
partly to the “insuperable position” of Jap- 
anese industry. Herr Teufelsdroeck re- 
turns from the earlier “America South” to 
typify the determination, the persistence, 
and the general efficiency of German trad- 
ers. Mr. Beals sees ‘German colonists 
planted at strategic points, German traders 
regaining an important trade position by 
use of government-controlled purchasing, 
trade subsidies, barter, and aski marks, 
and definite political and military signifi- 
cance in the ideological penetration that 
accompanies the movement of both Ger- 
man and Italian goods and capital into the 
Americas. The British lion is painted as 
punch-drunk, beset by the Germans as be- 
fore the war, out of date in its stodgy 
trade practices, prestige diminished by re- 
cent diplomatic maneuvers. Soviet efforts 
—political, diplomatic, and economic—are 
believed to have resulted in failure: “the 
Communists have been too dominated by 
rigid theories and outside controls to gain 
the general confidence of the southern 
countries.” 

On the North American penetration, a 
brief summary would be that Mr. Beals 
still hates “mush.” Nothing is quite so 
painful as the unsought good-will ministra- 
tions of righteous Americans, ranging from 
concessionaires, missionaries, patent-medi- 
cine salesmen, and sugar-mouthed edu- 
cators, to Presidents of the United States. 
He long since ceased to wonder if there 
might not be behind the stilted good-will 
phraseology a slight interest in the prob- 
lem of earning dividends on overvalued 
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industrial properties. | Pan-Americanism 
appears as a “nice fuzzy-wuzzy sheepskin” 
too often concealing ulterior motives. It 
is amusing that our Carnegie lecturers in 
Latin America should have been chosen 
from among aggressive interventionists. 
Pointing out clearly that we are not dif- 
ferent from the Europeans in our effort to 
penetrate culturally, Mr. Beals regrets to 
inform us that there is some evidence of 
inefficiency on the part of the North Amer- 
icans. Vital to an understanding of the 
relationships of Latin America and the 
United States is the fact that our effort 
to “sell” democracy in Latin America is 
just as much the act of an outsider as is 
Germany’s endeavor to further the fascist 
ideology there. 

In an interesting chapter on Argentina’s 
imperialism it is noted that Argentina is 
insisting on hegemony in South America 
similar to the sphere-of-influence policy of 
the United States in the Caribbean, and 
that this may yet evoke a clash with other 
countries seeking continental leadership. 

Mr. Beals sees the eventual limitation of 
the spread of foreign ideologies deriving 
not from the counter-activity of the 
United States but from the ability of the 
Latin Americans themselves to see where 
their best interests lie. He is aware that 
even the powerful dictators in Latin Amer- 
ica do not publicly profess the contempt 
for democratic institutions which has ema- 
nated from European dictators, and real- 
izes the significance of this distinguishing 
mark. He is less pessimistic than some 
about the future of industrialization in 
Latin America, he understands the move- 
ment for diversification of industry and 
for self-sufficiency, and he believes that 
Latin Americans are losing some of their 
fear of and respect for foreign capital. 
The Coming Struggle for Latin America is 
timely, informative, and an important addi- 
tion to the publications of its brilliant 
author. 

Srmon G. HANSON 
Carnegie Institute of Technology 


ANGELL, NorMan. Peace with the Dic- 
tators? Pp. x, 291. New York: Harper 
& Bros., 1938. $3.00. 


This volume, in the author’s words, 


ay 
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directed to the specific purpose of finding 
whether the democracies can maintain 
peace with the dictatorship group without 
accepting a position of such inferiority of 
power as to render them incapable of de- 
fense, incapable of resisting totalitarian 
claims if these should finally grow into 
demands completely inacceptable.” 

The greater part of the discussion is 
cast in the form of a symposium. A Ger- 
man, an Italian, an American, a “plain 
man,” and others express the points of 
view usually attributed to them with more 
than their usual force and clarity, and at 
considerable length. Every familiar angle 
and issue of the international situation is 
dealt with, some of them several times 
over. Two shorter sections follow, one 
dealing with the pacificist position and one 
with conclusions. 

Sir Norman writes with that fluent lu- 
cidity which admirers of his earlier work 
have come to expect, and his agile mind 
gives a much better presentation of the 
positions he is concerned to refute than is 
usual in popular polemics. The work is 
illumined by flashes of penetrating analy- 
sis, especially in the sections concerning 
the American and the pacificist positions. 
The symposium form, however, is a diffi- 
cult one to handle concisely or dramati- 
cally, and this part of the work does not 
get so satisfactorily to grips with its sub- 
ject as did the actual symposium on the 
future of the League of Nations issued two 
years ago by Graham House. 

Sir Norman’s conclusions are such as 
inevitably arise from the rationalistic lib- 
eral approach to the international problem. 
Collective security, on League lines, 
emerges as the only path to the rule of 
law, and also as the only possible means 
of self-defense for Great Britain, the 
United States, or any other power. The 
return to it lies via an extension of the 
policy of open alliances between the “dem- 
ocratic” states (among which Sir Norman 
includes Russia). ‘Peace will not come by 
sporadic, partial, piecemeal refusals to 
fight about anything at all; by refusing to 
be moved by any meanness or any horror. 
Nor will it come by arming in panic with- 
out knowing to what end. It will come 
when mgn are clearer as to what Right is, 
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and decide that their force shall be the 
instrument of naught else but that pur- 
pose.” 

Valid as is the argument given the pre- 
mises, one cannot avoid some measure of 
doubt as to whether the underlying con- 
ception of historical process is profound 
enough to substantiate the conclusions. In 
the report of the Carnegie Corporation for 
1938, in reference to a totally different 
field of social affairs, occurs this significant 
statement: “Some influence is working of 
which we do not as yet know the nature, 
and it may well be that our particular prob- 
lem... is but part of a much larger one, 
and that we cannot expect to make much 
progress in solving it before we have a 
clearer understanding of these broader is- 
sues.” 

WILLIAM ORTON 

Smith College 


GUMBEL, E. J. (Ed.). Freie Wissen- 
schaft (Ein Sammelbuch aus der deut- 
schen Emigration). Pp. 283. Stras- 
bourg: Sebastian Brant Verlag, 1938. 
The catastrophic decline of German cul- 

ture and science in favor of a higher emo- 

tionalism, and the substitution of guns for 
higher learning in the present German 

Reich, have not as yet resulted in the 

eclipse of German mentality. Much no- 

table work is still being produced by Ger- 
mans—outside of Germany, abseits von 
der Reichskulturkammer. In the Decem- 
ber 24 (1938) issue of Das Neue Tage- 
buch, published in Paris by emigrants, 
there are listed nearly two hundred books 
written by exiled Germans in 1938, by the 

Manns, the Zweigs, and the best names in 

German literature and science. 

The present book is a striking indication 
of fact that the Weimar mind persists in 
spite of the spirit of Munich. Dedicated 
to “Free Science,” the collection includes 
the work of some of the most important 
scholars in pre-Hitlerian Germany. Anna 
Siemsen writes on problems of education; 
Theodor Geiger on tasks of the intellec- 
tual; F. W. Forster on the tragedy of Ger- 
man Christians; Fritz Lieb on National 
Socialist nihilism; Julius Lips on public 
opinion among the Indians of Labrador; 
Gottfried Salomon on law in Germany; 
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Arthur Rosenberg on the task of the emi- 
grant historian; Julius Schaxel on fascist 
falsification of biology; and E. J. Gumbel 
on “Aryan” natural science. : 

Although the contents are arranged into 
three major sections—spiritual situation, 
state and society, and natural science—the 
collection is somewhat haphazard in con- 
tent and arrangement. This by no means 
detracts from the value of a collection of 
this kind. The purpose of the book is not 
to satirize and condemn the present tend- 
encies in Germany, but rather to help 
fashion the foundations for polemics and 
criticisms which are valueless without sci- 
The authors represented 
in the present volume have demonstrated 
that the old German culture will persist in 
spite of temporary efforts to stifle it. 

A unique feature of the collection is 
extended biographies and bibliographies of 
the works of all authors represented. This 
excellent plan should be adopted by editors 
of all collections of essays. At the begin- 
ning of the book is placed a list bordered 
in black of noted German professors who 
were murdered, died by suicide, or died 
“apparently by suicide.” A book of this 
kind, testimony to the fact that their spirit 
lives on, is perhaps the best type of monu- 
ment to those German scholars whose lives 
have been lost in post-Weimar Germany. 

Louis L. SNYDER 

College of the City of New York 


FRISCHAUER, WILLI. Twilight in Vienna: 
The Capital without a Country. Pp. ix, 
278. Boston: Houghton Mifflin Co., 
1938. $3.00. 

Today, as Czechoslovakia lies prostrate 
as a consequence of Austria’s fall, we read 
of this and other predictions come true in 
a book that just missed being brilliant. As 
a survey by a recognized journalist of Aus- 
tria’s social history from 1918 on, it is 
factual, painful—much more generally Eu- 
ropean than Austrian. We feel that more 
editing and better translating (also an in- 
dex!) might have greatly aided Mr. Frisch- 
auer in successfully accomplishing what 
he set out to do. 

It will be difficult for the uninitiated to 
believe the monstrous tragedy and torment 
of the actual demoralization and degenera- 
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tion of men and women in Central Europe. 
Events from that memorable November 


12, 1918—from peace, loans, treaties, in- ` 


flations, strikes, riots, failures, -assassina- 
tions, fratricides, party-risings, dictator- 
ships—to March 11, 1938 when Vienna 
_bowed to Hitler, read like a witches’ night- 
mare. Frischauer, however, has concen- 
trated his efforts on the subjective fate of 
the everyday man and woman in the street. 
His chronologically .arranged writing in- 
cites a passionate participation and a 
rather contagious form of fatalistic despair. 
But thirty-three pages, “Predatory Love,” 
paint a consummate picture of the mad 
whirl where morals went into discard for 
food or silk stockings. The disappearance 
of the once stable middle class, the wave 
and pseudo-respectability of crime—all of 
it invited a strong hand. “Austria at any 
price, even at the cost of a dictatorship!” 
Dollfuss was the answer. But he too failed 
in many respects, holding off, however, the 
“bad neighbor who did not wish to let her 
[Austria] live in peace” so well that Hitler 
had to have him murdered! Schuschnigg 
inherited the dangers of the “megalo- 
maniac boot-boys” in Berlin—with ulti- 
mately tragic results. Both Mussolini 
(February 13, 1935: “. . . un secondo 
stato tedesco in Europa, tedesco ma pa- 
drone del suo destino!”) and Great Britain 
forgot their pledges for the preservation of 
` Austria, and under cover of a sudden Bal- 
tic trouble (Lithuania) and a Mediterra- 
nean trouble (Barcelona’s bombardment) 
Austria disappeared—short twelve months 
ago! 
figure than Cardinal Innitzer that Aus- 
tria’s, particularly Vienna’s, treasure of civ- 
ilization has made way to terror and tears. 

With Frischauer, the entire world hopes 
and prays for peace, relying at the same 
time on goddess Nemesis. “If however 
. .. War proves . . . inevitable . . . then 
I... will gladly choose to polish British 
soldiers’ boots in an English concentra- 
tion camp rather than fight with Germany 
against the civilization of the West.” Thus 
ends the Twilight in Vienna—a book that 
breathes the tragedy of twenty years of 
infelix Austria’s existence. 

Borts ERICH NELSON 
- Brooklyn, N. Y. 
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Today we know by no less tragic a, 


Eagan, James Micuaer. Maximilien 
pRobespierre: Nationalist Dictator. Pp. 
7 242. New York: Columbia University 

Press, 1938. $2.75. 

In calling Robespierre a “nationalist dic- 
tator,” the author has attempted to bridge 
past and present. I doubt, however, 
whether this parallel covers more than a 
few traits in Robespierre’s personality and 
a few constituents in his political and so- 
cial surroundings. During the French Rev- 
olution dictatorship was never carried so 
far as at the present time. The Jacobin 
Club had but a trifling resemblance to the 
modern compulsory mass parties, and what 
could be considered “totalitarian” in 
France during the years 1792 to 1794 was 
solely the unity of an attacked and in- 
vaded nation, whereas the modern dic- 
tatorships, at least Germany and Italy, are 
attacking and invading. 

What the author calls “national spell- 
binding,” therefore, has a very diverse 
psychological value. It is not the national- 
istic overheating of today, but an under- 
standable and rational emotional attitude 
of defense. 

I object, too, somewhat to the term and 
notion “blood-purge” introduced by the 
author into the French Revolution. The 
executions of Danton, Camille Desmoulins, 
and the Hébertists were certainly mere 
political slayings. This ambush, however, 
did not dare to omit every trace of legal- 
ity, as far as legality can be maintained in 
revolutionary times. Trial as well as exe- 
cution was public, in contrast to the secret 
mass shootings which were ordered by the 
dictator in June 1934. 

Robespierre was as much afraid of war 
as is Chamberlain today, but for different 
reasons. He was secretly afraid of vic- 
torious generals. He was not only a timid 
but, as I have tried to prove in my Robes- 
pierre biography (German edition, 1924; 
Spanish edition, 1930), an irresolute, who 
could talk and talk, but was utterly un- 
able to act in the hour of deadly danger. 
When he uttered, “Our blood has flowed 
for the nation,” this was merely a rhetori- 
cal exaggeration. That it would soon flow 
on the scaffold he did not anticipate, and 
it did not flow because he wanted to bring 
this sacrifice, ‘but because the French na- 
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tion had decided to shake him off as a 
wicked servant. 
Hans von HENTIG 
University of Colorado 


Cups, Harwoop L. (Translator). The 
Nazi Primer. Pp. xxxvii, 280. New 
York: Harper & Bros., 1938. $1.75. 
Out of their own mouths... ! The war 

against thought, the assault against civiliza- 

tion, carried by German fascism into the 
farthest corners of the globe is manifested 
in this official Primer—concise, compre- 
hensive, readable, “the lowest common de- 
nominator of a philosophy that is being 
taught to Germans generally.” Almost all 
of ten million youngsters of the HJ (Hit- 
ler-Jugend) must study this dull-worded, 
comparatively temperate, little textbook, 
which—as William E. Dodd, distinguished 
scholar and former Ambassador to Ger- 
many, states in his brilliant commentary— 
“is to make the rising generation worship 
their chief and get ready to ‘save civiliza- 
tion’ from the Jews, from Communism, 
and from democracy—thus preparing the 
way for a Nazified world where all free- 
dom of the individual, of education, and 
of the churches is to be totally suppressed.” 

Concentrating on the myth of race, the 
Nazi-Weltanschauting as projected here of- 
fers disheartening proof of the complete 
decay of German culture and education. 
The youths who belong to the party, i.e. 
the state, and not the family, are made to 
carry daggers, to burn Kant, to worship 
Treitschke—who preached “war as the 
ultimate argument.” 

Based on the “ancient notion of taking 
what one is powerful enough to take,” edu- 
cation in general has become “an adjunct 
to the army” (Mein Kampf). History is 
completely falsified with a stoic purpose- 
fulness that makes the racial German the 
only worth-while human being, deserving 
of world-rule. Supersaturated with a 
pseudo-philosophy of predestined growth, 
expansion rule, wallowing in the cream 
of self-elevation and gruesome hocus- 
pocus, maturing generations are imbued 
with such dangerous dogmas as: “The 
German population area extends as far 
as the German tongue wags. It extends 
far beyond the political frontiers of our 
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Reich and includes all German states as 
well as the compact German population 
areas which are in possession of non- 
German states... .” 

Together with Hitler’s Mein Kampf and 
Rosenberg’s Mythus des XX. Jahrhun- 
derts, the Primer (Handbuch) might make 
us laugh—hysterically so, for let us re- 
member that these ten million youths soon 
enough will be grown men and women who 
will wish to realize these theories, Thanks 
to Dr. Childs’ choice of task and balanced 
translation, we in the American democracy 
have been warned—out of their’ own 
mouths... ! 

Boris Eric NELSON 

Brooklyn, N. Y. 


Woopueap, H. G. W. (Ed.). The China 
Year Book 1938. Pp. xxiv, 594. Chi- 
cago: University of Chicago Press, 1938. 
$10.00. 

This is the nineteenth volume in the 
series of China Year Books which was in- 
augurated in 1912, Mr. Woodhead, who 
was co-editor of the first five issues and 
editor of the subsequent fourteen, has 
placed the scholarly as well as the business 
world in his debt by bringing a large 
amount of statistical information on Chi- 
nese economic and social developments 
within easy reach. But he has gone be- 
yond that in publishing essays by foreign 
and Chinese authorities which interpret the 
government, public finance, religion, edu- 
cation, labor, and other leading aspects of 
Chinese civilization. The China Year 
Book is an indispensable encyclopedia of 
things Chinese for those who seek to be 
up to date on the domestic and interna- 
tional affairs of China. 

In spite of the devastating hostilities at 
Shanghai during its compilation, the cur- 
rent volume measures up to its predeces- 
sors. Generally speaking, statistical tables 
have been provided up to the end of 1936. 
Fifty pages are devoted to a “Who’s Who” 
of leading Chinese. Brief accounts are 
given of the progress in aviation and radio, 
the change in the currency system, and de- 
velopments in railway and road construc- 
tion. Foreign trade, tariff rates, and pub- 
lic finance are fully treated. Excellent 
chapters outline the history of Roman 
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Catholic and Protestant missions, and the 
progress of public health administration, 
education, and modern industry. There 
are thirty pages of documents bearing 
upon the latest phases of the Sino-Japanese 
controversy. The external and internal af- 
fairs of Outer and Inner Mongolia, Sin- 
kiang, and Tibet are included, but Man- 
chukuo receives only incidental mention. 

A yearbook that offers so much in addi- 
tion to the dry bones of the statistician’s 
diet should not, perhaps, be criticized for 
omitting and account of China’s recent 
foreign relations. Other topics relevant to 
the general plan of the book but not in- 
cluded are the drug traffic, prostitution, 
agriculture, publications, and archeology. 
Mr. Woodhead’s laborious efforts deserve 
a patronage that will enable him to expand 
future issues along these lines. 

Harotp S. QUIGLEY 
University of Minnesota 


MacNar, Hartry FarnswortH. The 
Real Conflict Between China and Japan: 
An Analysis of Opposing Ideologies. Pp. 
xvi, 216. Chicago: University of Chi- 
cago Press, 1938. $2.00. 

Those who have any responsibility for 
political, commercial, or other relations of 
the Occident with the Far East, or for any 
part of the public’s opinions regarding Ja- 
pan and China, should be acquainted with 
the facts marshaled by this historian of 
the political development and the inter- 
national relations of those countries. Per- 
sons inclined to judge the Chinese by their 
apparent weakness in solidarity, organiza- 
tion, and military preparedness, should 
review with MacNair their ancient de- 
velopment of a “world civilization,” the 
philosophic emphasis therein upon the cen- 
tral governments control through the 
moral example of the Emperor, and the ac- 
companying self-satisfaction and attitude 
of superiority toward “barbarians” whose 
standards required control through force. 
Those inclined to believe Japan was a re- 
publican people reluctantly aping Western 
imperialism out of pressure from over- 
population, should turn to the record of 
prior days and trace the primitive theo- 
cratic basis of the drive toward Asiatic and 
world dominion, noting the cultural traits 
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of watchful waiting and feline pouncing 
upon one’s prey with whatever facile adap- 
tations of moral “patriotic” rationalization 
might seem exculpating. Under this im- 
pact the so-called decadence of Korea’s 
man power and peculiar achievements is 
especially instructive as a precedent for 
the present medieval slaughter and the 
present destruction of China’s modern in- 
dustrial and educational progress. 

So much from the standpoint of “the 
“good-natured occidental optimist who 
reads as he runs—for speed” (p. x), for 
whom the volume is apparently intended. 
From the standpoint, however, of the 
social scientist wishing either a compre- 
hensive view of the causal factors so tan- 
talizingly suggested, or a systematic anal- 
ysis of the relations of these factors, the 
presentation is somewhat bewildering. Al- 
though the subtitle reads “An Analysis of 
Opposing Ideologies,” the discussion con- 
cerns attitudes and overt customs as much 
as ideology. Particular attention is of 
course given to attitudes and ideas associ- 
ated with the central state, and, in China, 
to the comparative roles of central and 
provincial governments. Aside from this, 
however, there is little systematic attempt 
to link behavior with antecedent or func- 
tionally related institutions or modes of 
living, with one special exception: geogra- 
phy is hauled in as the ultimate cause of 
certain traits. Here the Huntington school 
of thought is utilized without acknowledg- 
ment of basic abstract or concrete criti- 
cisms of it. Accordingly, to illustrate, the 
supposedly geographically induced sluggish- 
ness and nonviolent character of the north- 
ern Chinese (p. 6) is not even qualified in 
the light of the emotional orgies of the 
Boxer years. With similar facility, gen- 
eralizations are tossed off about wholesale 
cultural absorption (pp. 10, 11) which 
make the analyst of differential accultura- 
tion fairly gasp. 

With all due credit to the pertinency, 
the high value, and the need of such a 
background at the present moment, there- 
fore, the author’s treatment reminds us 
again that, in spite of our independent uni- 
versities and their social science research 
councils, the social scientists and historians 
of the Orient are not yet spurred suffi- 
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ciently with facilities, time allotments, and 
pressure, to turn out adequate products of 
their combined knowledge and disciplines. 
(See “Sinology and Social Study: Coop- 
erative Research between Sinologists and 
Other Academic Specialists,” Pacific Af- 
fairs, December 1932.) 
Maurice T. Price 
Denver 


LINEBARGER, PAUL Myron ANTHONY. 
Government in Republican China. Pp. 
xv, 203. New York: McGraw-Hill 
Book Co., 1938. $1.50. 

At no time has an understanding of the 
role of ideology in government been more 
necessary than now. It is refreshing, there- 
fore, to find in what is practically the only 
thorough study of modern government in 
China a clear and stimulating examination 
of the ideational basis of that government. 
The author might well have been content 
to follow the lead of so many of his pred- 
ecessors in this field and produce a merely 
descriptive work, which has been needed 
for a long time. The value of Dr. Line- 
barger’s study, however, lies in the fact 
that it is much more than description. 
Yet he has provided sufficient examples 
and evidence to prevent his work from be- 
ing a purely philosophical study. 

The author’s point of approach is the 
study of government in the broader sense 
of the control, or attempted control, of 
society by men professing to act in the 
name of all society; that is, government as 
a contest of power. The study is divided 
into three parts, the first two being de- 
voted to the ideological movements and 
the military and economic factors, and 
with this analysis as background the last 
(third) part is concerned with govern- 
ments, the emphasis being chiefly on the 
role of government in a rapidly changing 
Chinese society. 

The movements discussed include first 
Confucianism, and then nationalism with 
a section on the later conflict between na- 
tionalism, independent Marxism, and the 
Japanese attempt to participate in creating 
a new China. The author discusses Con- 
fucianism as a state philosophy and shows 
clearly the factors operating toward the 
replacement of Confucian ideology by 
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modern nationalism. He concludes that 
“as a positive political force, Confucianism 
has done two things: It has kept the Chi- 
nese from depending too much on politi- 
cal control, and it has provided a rationale 
in the contest for power. It accomplished 
the first by making police a function of 
society and stressing the appropriateness 
of behavior rather than its legality; and 
it has given the Chinese ethical values de- 
spite their sorry political condition” (p. 
29). The discussion of nationalism in its 
various phases from the latter days of the 
nineteenth century down to the summer 
of 1938 is well organized and well written. 
The statements and conclusions in this sec- 
tion are for the most part matters of inter- 
pretation by the author and are, of course, 
debatable; yet the author is well qualified 
to interpret the doctrines of Sun Yat-sen 
and the objectives and action of the Kuo- 
mintang. 

The second part is a discussion of mili- 
tarism in China, and here the author has 
brought together in concise form the re- 
sults of considerable study of scattered 
material. It is indispensable reading for 
anyone who attempts to understand the 
present situation in China. 

In the third part is presented a clear 
summary of governments in China, with 
sufficient descriptive material to enable the 
reader to understand their general organ- 
ization and functions. Considerable credit 
is given to the achievements of the Nan- 
king government, which have too often 
been overlooked. The author concludes: 
“The Japanese invasion of 1937 had two 
immediate effects on the government. It 
shattered overnight the structure erected 
by the Nanking regime. The work of a 
decade was undone. On the other hand, 
the Japanese threat helped to drive the 
Communists and Nationalists together and 
forced into the national nexus those re- 
gional leaders who were maintaining the 
last vestiges of separation. Most conse- 
quential of all: Japan’s push . . . thrust 
government and people toward each other. 
Foreign troops taught inland China what 
nationalism really meant” (p. 188). 

While there may be some who will dis- 
agree with the author’s interpretations or 
who will wish for fuller explanation at 
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some points, this will not detract from the 
timeliness and value of this study, which 
altogether is thoroughly sound. 
WILLIAM C. JOHNSTONE 
George Washington University 


ALLEN, G. C. Japan: the Hungry Guest. 
¿"Pp. 261. New York: E. P. Dutton & 

Co., 1938. $3.00. 

Here is an excellent survey of contempo- 
rary Japan. The author is an English pro- 
fessor of economics who taught in a Jap- 
anese college from 1922 until 1925 and 
subsequently wrote a sympathetic account 
of Modern Japan and Its Problems. In 
1936 he visited Nippon again in order to 
gather material for a study of the country’s 
industrial development. The volume un- 
der consideration, a by-product of his so- 
journ, offers a description of things Jap- 
anese in the social, political, and economic 
realms, and a sketch of recent develop- 
ments. Although written during a transi- 
tional period and in an atmosphere made 
stormy by war and bitter controversy, it is 
generally objective, temperate, and well 
reasoned, The result of an honest, intelli- 
gent effort to understand Japanese civiliza- 
tion, it is designed primarily for the lay- 
man, but may be read profitably by the 
specialist as well. 

The introductory chapters on Japanese 
traits, manners, society, and government 
contain little that is novel, but are succinct 
and clarifying. In the author’s opinion, 
modern social and political groups still 
maintain many traditions of the feudal 
regime from which they originated. In 
no other country, perhaps, is the sense of 
loyalty to group and state so strong. More 
potent than political parties are the gov- 
erning cliques of army, navy, bureaucracy, 
and wealthy capitalists. These have shaped 
the recent tendencies toward intense na- 
tionalism, imperialistic expansion, and au- 
tocratic government. Professor Allen in- 
sists, however, that despite the increased 
power of the army and the adoption of 
certain measures characteristic of Euro- 
pean fascism, there is as yet no personal or 
party dictatorship, no totalitarian state. 
Some readers will take exception to some 
of his interpretations of political events 
since 1931. : 
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There are several good chapters on in- 
dustrial development and economic con- 
ditions. The plight of the peasant, con- 
servative and poverty-stricken, the victim 
of the fall in agricultural prices and of the 
slump in the silk trade, is vividly depicted. 
The migration of peasants to the towns in 
quest of work has been an important factor 
in recent industrial and commercial expan- 
sion. The standard of living of the peas- 
ants and most of the laborers and small 
tradesmen is distressingly low; nor has it 
been raised by the apparent industrial re- 
covery following the depression of 1930, 
The author is less concerned with the im- 
plications of these facts, however, than 
with the question of Japan’s industrial fu- 
ture. Contending that her laissez faire in- 
dustrial and commercial expansion in Asi- 
atic and world markets is the natural and 
desirable solution for her economic prob- 
lems, he views with misgivings her present 
program of militaristic aggression and of 
increased state control of industry. He 
rightly believes that the war with China, 
while costly, does not portend economic 
collapse. Concluding on a note of opti- 
mism, he reminds the Western powers of 
their partial responsibility for her present 
policies, and sanely observes that dislike 
of the latter should not constitute a bar to 
a sympathetic understanding of her prob- 
lems on the part of Western nations. 

G. LEIGHTON LaFuze 

John B. Stetson University 


iANDTMAN, GUNNAR. The Origin of the 
f Inequality of the Social Classes. Pp. 

xv, 444, Chicago: University of Chi- 

cago Press, 1938. $5.00. 

The main assumption underlying this 
book is “that a condition of almost com- 
plete social equality reigns among peoples 
in the lowest degree of culture.” This 
seems to imply, if such was the original 
state of man, that the observed social in- 
equalities are a necessary correlate or so- ' 
cial evolution. The author tries to define 
his concept of social equality by such dec- 
larations as: individuals are never equal in 
ability; opportunity is never equal; the 
esteem in which individuals are held va- 
ries; equality in personal property is im- 
possible; and so forth. Yet in spite of all 


these differences, the author insists that 
social equality exists in primitive groups. 
It is difficult to be sure as to what is meant 
by this beyond the fact that there is a min- 
imum of government. 

Part of the book is given over to at- 
tempts to reconcile the many examples of 
individual inequality contemporaneous with 
states of assured social equality. Sex and 
age classes are considered not social but 
complementary biological conditions. Some 
space is given to the origin of government, 
but nothing convincing comes of the dis- 
cussion. More space is given to the origin 
of slavery, priesthoods, and nobility. Slav- 
ery is said to arise when alien peoples are 
made subjects. The priestly clan has its 
origin in animism, hence is a psychological 
matter. The descriptive parts of this sec- 
tion deal with tribal examples selected at 
random. Finally, the nobility are believed 
to arise naturally, as when the superior in- 
dividuals in a community draw apart from 
others; they then seize material and social 
advantage. As successful warriors they 
come to exercise power over their own less 
fortunate tribe members. Yet the author 
does not present even one historical case 
of the several sequential steps by which 
either of the recognized social classes came 
to their full estate, nor is there a summary 
to the volume. 

What the author seems to propose is 
that social inequality is inevitable in civil- 
ization, and equality is not to be looked 
upon as a future social goal in a planned 
society. He thinks that social science 
should turn to primitive peoples for in- 
sight, since the inequalities among them 
have other than social causes. The infer- 
ence is that these causes are biological and 
so not economic. 

CLARK WISSLER 

Columbia University 


KNorzincer, Franz. Der Rückgang des 
’  Gebirgsbauerntums in Niederösterreich. 

Pp. xv, 112. Berlin: Franz Vahlen, 

1938. RM. 7.80. 

The first part of this careful work deals 
with natural conditions (land form, cli- 
mate, vegetation, soil condition, and stone) 
as a preliminary to an investigation of the 


causes and the extent of the decline of a 
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small peasant culture in the mountainous 
districts of lower Austria. The second 
part treats the historical events, the type 
of economy, and some of the social condi- 
tions which have been associated with the 
disintegration of the culture during the 
past century. 

The region in question was settled in the 
eleventh and twelfth centuries by Bavari- 
ans, who by the opening of the nineteenth 
century had brought most of the arable 
land under successful cultivation; but the 
nineteenth century witnessed a steady de- 
cline in both population and farming ac- 
tivities. Many of the peasants left the 
region to go to the forests and to indus- 
trial centers. The result was a marked 
decrease in both the number and the size 
of family units. Household units in Rohr 
and Schwarzen which had an average of 
12.6 persons in 1869 have at present an 
average of only 4.8 persons. Much of the 
land has reverted to, forest, and where 
farms once were there are now to be found 
a number of hunting estates and summer 
resorts. 

A partial cause for this change was the 
freedom from adscriptus glebae. But also 
operating as a causal factor was the lure 
of the city, reinforced by improved com- 
munication, money economy, the decline of 
household industry, unemployment, wars, 
inflation, and commercial competition. In 
his analysis of these factors the author 
successfully defends the thesis of multiple 
causation as the “reason” for the decline, 
but he fails to conceptualize any general 
cultural spirit for the new conditions. 
Moreover, while in the analysis much at- 
tention is given to vacant houses, unused 
fields, and similar developments, insufficient 
emphasis is given to the declining birth 
rate. 

In general tenor the book is in line with 
the current interest in the preservation and 
maintenance of the rural population and 
food production in Central Europe. It is 
a book which should be read carefully by 
those students of American agriculture 
who are so cocksure that the chief and 
only problem of the American hill-billy is 
one of “submarginal land.” 

CARLE C. ZIMMERMAN 

Harvard University 
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ACHESON, SAM. 35,000 Days in Texas. 
Pp. xi, 337. New York: Macmillan Co., 
1938. $2.50. 


Here is another contribution to the 
growing number of investigations which 
set out to resurrect the past of important 
newspapers and to portray the accomplish- 
ments of their guiding spirits. In this in- 
stance, however, the field surveyed is not 
that of a large metropolitan daily and the 
exploits of its renowned editor, but of a 
highly influential paper developed in a 
frontier region. 

Drawing on the continuous files of The 
News which date back to 1842, Acheson 
has succeeded in compressing a wide range 
of data into a well-knit running story de- 
picting the progress of the paper and inter- 
preting its destiny in terms of major pub- 
lic issues. 

The author, an editorial writer of The 
News, describes in a spirit of commendable 
impartiality the courageous stand taken by 
the paper in the conflict between editorial 
policy and expediency, the daily’s crusade 
for civic betterment, and the political ri- 
valries with their attendant bombastic at- 
tacks and recriminations in which the 
newspaper took sides and was not sparing 
in sharp invective. Although these items 
will have a familiar ring to the student of 
political and newspaper history, the ac- 
counts rendered of them in The News have 
a local setting and a distinctive verbal 
flavor. l 

Today as hitherto, the newspaper often 
presents public questions in the guise of a 
crisis, with an implication of impending 
disaster if the “wrong” course is pursued. 
In retrospect, these burning issues of the 
day appear inconsequential or dead issues. 
For the person constantly on edge await- 
ing the later daily issues supplemented by 
the latest news broadcast, 35,000 Days in 
Texas (and similar journalistic ventures) 
should lengthen his perspective and thereby 
steady his nerves. 

But even more, this book gives a dra- 
matic account of Texas in its formative 
period and tells of the eventful life of Wil- 
lard Richardson, the enterprising builder of 
The News. 

FRANK HARRIS 

Elmira College. : 
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Merton, Ropert K. “Science, Technol- 
ogy and Society in Seventeenth Century 
England,” Osiris, Vol. IV, pt. 2, pp. 360- 
632. Bruges: St. Catherine Press, 1938. 
One of the most important problems of 

the sociology of science is the interrelation 

between economic developments and the 
growth of science and technology. It is in 
the excellent documentation of the nature 
of this interrelationship that the most sig- 
nificant contribution of this able mono- 
graph rests. The criticism of the historical 
materialist approach of Hessen by Clark 
in his recent book Science and Social Wel- 
jare in the Age of Newton is based on a 
misunderstanding of what Hessen meant 
by the term “economic.” Merton, who is 
an instructor in sociology at Harvard Uni- 
versity, here proves conclusively that the 
pure scientists of the seventeenth century 
defined their problems and focused their 
research in terms of the practical interests 
and ‘needs of the new industries and com- 
merce stimulated by capitalism. Investi- 
gations in the fields of hydrostatics ‚and 
aerostatics, for example, are shown to have 
arisen from the need to drain mines by 
pumping, and research on the finding of 
latitude and longitude from the needs of 
expanding maritime transportation. To his 
treatment of this moot question, the author 
has brought an extensive knowledge of the 
scientific literature of the period and keen 
sociological insights. His discussion of the 
role of Puritanism in scientific progress of 
the period likewise goes beyond previous 
studies in this field. He is less successful 
in his attempt to apply a statistical method 
to an analysis of the shifts in vocational, 
scientific, and technological interests dur- 
ing the century, but he indicates his aware- 
ness of the limitations of this method. 
Merton’s book does not attain the inte- 
grated maturity of Ornstein’s more spe- 
cialized study, The Role of Scientific Soci- 
eties in the Seventeenth Century. There 
is too often an unnecessary, unanalytical 
citation of authority. But it is nonetheless 
a notable work, rich as a collation of rele- 
vant fact and profligate in its suggestion 
of future lines of research in fields hitherto 
neglected by American sociologists. 
BERNHARD J. STERN 
Columbia University 
e 
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ANDREWS, CHARLES M. The Colonial Pe- 
riod of American History. Vol. IV, 
“England’s Commercial and Colonial 
Policies.” Pp. xi, 477. New Haven: 
Vale University Press, 1938. $4.00. 


The scope of the fourth volume of C. 
M. Andrews’ The Colonial Period of Amer- 
ican History is both broader and narrower 
than its title indicates. It is broader in 
that nearly one-half of the book deals with 
the English administration of the colonies 
—with the legal foundations, the institu- 
tions, the personnel, and the procedures of 
imperial control. Two of the most notable 
chapters—the seventh, on the customs 
service, and the eighth, on the vice- 
admiralty courts—give the best compressed 
surveys available of these highly technical 
aspects of colonial administration. Pro- 
fessor Andrews’ study of the Board of 
Trade (chapter 9) supplements the earlier 
studies of Root, Clarke, Dickerson, and 
Osgood. 

The scope of the work is narrower than 
its title suggests, in that the author’s ex- 
tended survey of policies is limited to the 
- early regulation of the tobacco trade, to 
the Acts of Trade and Navigation of 1651, 
1660-61, 1663, and 1673, to later acts re- 
specting the enumerated articles, to the 
opinions of English mercantilists regarding 
the colonies, and to the efforts of British 
authorities to bring the corporate and pro- 
prietary colonies under royal contro]. In 
his discussion of these subjects, Professor 
Andrews contributes not a sweeping new 
interpretation but.a refinement of detail 
and an exposition of exceptional cases, spe- 
cial issues, and modifications of general 
rules. 

Many important English policies are 
either ignored or mentioned only occa- 
sionally. Such are the policies respecting 
the exclusion of certain American products 
from the English market, the disposal of 
land in America, immigration into the 
colonies, the suppression of piracy, the 
regulation of the Newfoundland fishery, 
the duties levied in England on American 
trade, the protection of Great Britain’s 
overseas investments, the control of the 
slave trade, the suppression of colonial 


manufacturing, currency regulation (which, 


gets brief notice), the granting of bounties, 


263 


and the interference with the West Indian 
trade of the mainland colonies. Had Pro- 
fessor Andrews given us his knowledge of 
these phases of English colonial policy on 
a scale commensurate with his treatment 
of the Navigation Acts, another volume 
would have been required. 

For materials the author has relied heav- 
ily upon the statutes, the records of the 
various governmental agencies, and the 
writings of mercantilists of the seventeenth 
and eighteenth centuries. The approach is 
essentially political and institutional; as in 
his previous volumes, Professor Andrews 
exhibits his extraordinary knowledge of the 
legal aspects of colonial history. Although 
he frequently refers to private interests, 
his larger emphasis is placed upon the con- 
ception of the state; the ideals of national 
well-being and national self-sufficiency 
overshadow, without wholly obscuring, the 
self-seeking activities of individuals. Like 
G. L. Beer, Professor Andrews gives 
greater weight to England’s interest in col- ` 
onies as sources of supply than to her 
parallel interest in markets. He states 
that he has not intended to determine the 
effect of English policies or to pass judg- 
ment as to their soundness or unsoundness 
(p. x). Although pointing out that mer- 
cantilist policies were designed both to ben- 
efit England and to keep the colonies in 
subjection, he believes that such policies 
must be judged by England’s earlier needs 
and outlook and that therefore “it is im- 
possible to say that they [the mercan- 
tilists] were wrong” (p. 333). The mod- 
ern state shows a “more highly developed 
sense of responsibility, leading to co-opera- 
tion and the dependency of nation upon 
nation” (p. 2). “Only in the nineteenth 
century, with mercantilism fallen from its 
high estate and pecuniary profit and loss 
no longer the leading motives, was it found 
possible to nurture self-governing commu- 
nities within the confines of an imperial 
system” (p. 381). As in the earlier vol- 
umes of Dr. Andrews’ magnum opus, India 
appears only incidentally, not as one of the 
pillars of empire, old or new. 

One regrets that in a work of this char- 
acter the author has included in footnotes 
comments of a personal nature respecting 
contemporary scholars (pp. 222, 425). 
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Particularly is this unfortunate in ‘the case 
of the second note, in which the issue at 
stake is outside the scope and purpose of 
the work as expressed by the author in the 
preface. 

CURTIS NETTELS 

University of Wisconsin 


Wetp, Raren Foster. Brooklyn Village. 
Pp. xix, 362. New York: Columbia Uni- 
versity Press, 1938. $3.50. 

This book registers definite progress in 
the writing of meaningful local history. 
It is almost as true of history as of mathe- 
matics that the whole is equal to the sum 
of its parts. Certainly the history of the 
United States cannot be fully compre- 
hended until the history of its minor units 
is better known. Local history has been 
left too long to the tender mercies of the 
antiquarians, whose diligence, great as it 
is, somehow manages to be singularly un- 
rewarded. Such “case histories” as the 
‘ one under review will bear almost indefi- 
nite multiplication. 

The boundary dates for this study are 
set by the life span of the village charter, 
1816~34—the adolescent period, one might 
say, of Brooklyn Village. During these 
years the evolution of government from 
the simple toward the complex went on 
apace, but survivals of early times were 
plainly to be seen in the forms later 
achieved. The growth of population 
tempted the “cupidity of landowners” and 
stimulated speculators in a fashion that 
became typically American. During boom 
periods city planners lodged their protests 
with becoming zeal and a minimum of re- 
sults. 

Resentment against the patronizing tend- 
_ encies of New Yorkers came early and 
stayed late. With less truth, perhaps, than 
sentiment, some Brooklyn officials declared 
in 1834: 

“Between New-York and Brooklyn, 
there is nothing in common, either in ob- 
ject, interest, or feeling—nothing that even 
apparently tends to their connection, un- 
less it be the waters that flow between 
them. And even those waters, Instead of, 
in fact, uniting them, form a barrier be- 
tween them which, however frequently 
passed, still form and must forever con- 
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tinue tó form an jnsuraontabie obstacle 
to their union.” 

Religious conditions reflected both the - 
ancestry of the villagers. and the unsettling 
influences of an unusual environment; to 
the early Dutch and English establish- 
ments, Methodist, Presbyterian, and Cath- 
olic churches were added as the village 
grew. “By the mid-twenties, the religious 
pattern of the community was already 
complex” (p. 89), and, one might add, the 
Devil was well-intrenched, as he had need 
to be when the reform ardor of the thirties 
swept through the land. This caréful at- 
tention to religion and its institutions calls 
striking attention to the neglect of such 
subjects in our general histories. 

Half the book, and perhaps the more 
interesting half, is devoted to a study of 
the press and the cultural interests of the 
village that it reports. The Long Island 
Star, established in 1809, continued 
throughout the village period, and was 
supplemented after 1821 by the Long Is- 
land Patriot. Without these newspapers 
on which to rely, the author could have 
presented only a meager account. With 
them he admirably reconstructs the de- 
velopment of schools, both private and 
public, the Apprentices’ Library, and the 
Lyceum. All this constitutes a fair sam- 
pling of what was going on in most Ameri- 
can villages of the period. 

The reviewer vigorously dissents from 
the policy of printing the footnotes—sixty 
pages-of them—at the back of the book. 
This volume -will not reach a popular audi- 
ence, -whatever the publishers may hope, 
and -the professional reader will resent the 
necessity for a constant fumbling through 
the back pages in search of references. As 
a matter of fact, much material is incor- 
porated in the footnotes that might. -far 
better have been worked into the - text. 
Except in this respect, the volume is a 
model piece of bookmaking. 

Joun D. Hicks 
University of Wisconsin 


ALIHAN, MILLA Aïssa. Social Ecology. 
Pp. xiii, 267. New York: Columbia 
University Press, 1938. $2.75. 

This volume is not, as one might assume 
from its title, a treatise or a textbook on 
f : 
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the subject of ecology. It is rather a criti- 
cal estimate of what.is now generally rec- 
ognized among sociological students in 
America as “the ecological point of view.” 
It is in fact something more than that. It 
is an attempt to piece together from scat- 
tered references to ecological method and 
theory, in the literature of the subject, a 
consistent theory of society; something 
significant and worthy of what the author 
describes as “one of the most definite and 
influential schools in American sociology.” 

If the result turns out to be disappoint- 
ing to the reader, it is not entirely the fault 
of the author. It is due rather to the im- 
maturity of the logical structure upon 
which these studies are based and, as the 
author cheerfully admits, to the lack of 
consistency with which different writers 
have used the terms common to the school. 

It is possible, also, that the writers re- 
sponsible for this school and its doctrine 
were not aware that they were creating a 
school. In any case, they seem quite in- 
nocent, in most instances, of anything that 
could be called a doctrine. 

The studies which are now described as 
ecological grew out of the Social Survey 
which came into popular favor in the 
United States with the appearance of the 
Pittsburg Survey in 1909. Originally they 
were little more than studies in urban ge- 
ography. They assumed a character that 
may be described as ecological when it ap- 
peared that changes taking place in the 
territorial organization of metropolitan 
communities were predictable, and that 
the things one learned about on commu- 
nity threw light upon similar changes in 
every other. 

Most of the concepts with which ecologi- 
cal writers have operated are borrowed 
from the local community studies, of which 
there has been a very large number in the 
United States in the last thirty years. 
Most of the theories which have become 
current in ecological literature were hy- 
potheses formulated ad hoc, without ref- 
erence to any fundamental doctrine or 
system of thought. Not until very re- 
cently was any attempt made to give logi- 
cal definition and consistency to the point 
of view implicit in these ecological studies. 
There is still, so far as my knowledge goes, 

Ld 


T 
i 265 


no consensus among students in this field 
in regard to the distinction between plant, 
animal, and human ecology, and no one 
seems to know what logical difficulties are 
likely to turn up when an effort is made to 
bring studies in these different realms 
within the limits of a single frame of 
reference. 

The author of this volume has sought to 
collect and piece together, like blocks in a 
puzzle, precept, hypothesis, and theory, 
where she found them in the scattered 
writings of the school. She has done this, 
apparently, in the expectation or the hope 
that when the different pieces were fitted 
into place they would make a consistent 
and intelligent whole. The result has been 
disappointing, but nevertheless interesting. 

In this matter of doctrines and of 
schools of thought, consistency is indeed a 
jewel, but science operates, on the whole, 
with hypotheses that rarely achieve the 
finality that we expect and demand in the 
doctrines of schools of thought. 

In any case, this is an important task 
that the author has undertaken, and there 
are other theories besides those of the 
ecologists that need to go through the 
wringer. 

Ropert E. PARK 

University of Chicago 


Fraser, Mowat G. The College of the 
Future. Pp. xix, 529. New York: Co- 
lumbia University Press, 1937. $3.75. 
This volume does not attempt to give a 

detailed description of the college of the 

future, and in some degree its main title 
is therefore a misnomer. There is some 
clarification in the subtitle: An Appraisal 
of Fundamental Plans’ and Trends in 
Higher Education. The author is, more 
precisely, concerned with an evaluation of 
policies and trends, and his discussion of 
the college of the future is largely in terms 
of what policies ought to be adopted rather 
than in terms of those that will be. Dr. 

Fraser’s own statement reads: “The pur- 

pose of this book is to attempt to show 

only what fundamental policies are sound 
for any conditions in any age and what 
somewhat more detailed ones are sound for 

American higher educational institutions in 

the generations immediately ahead.” How 
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does one appraise and evaluate policies? 
It is with this question that the bulk of 
the volume deals, either in outlining prin- 
ciples or in applying them to specified edu- 
cational problems. 

The approach. of the author to his task 
is essentially philosophical. He appears to 
believe that statistics and quantitative an- 
alysis narrow the perspective of the edu- 
cator who wishes a fundamental appraisal 
of the conflicting educational policies one 
finds in higher education at the present 
time—policies which in their most gen- 
eralized form involve what to teach, how 
to teach, and whom to admit, and in their 
specific forms lead into discussions of de- 
tails of curriculum, various “plans” of in- 
struction (such as the Wisconsin Experi- 
mental College), the junior-senior college 
system, classroom procedures and methods, 
testing, and a long list of related and simi- 
lar topics. 

The author in great detail and with in- 
finite care builds up the criteria in terms 
of which contemporary conflicts in educa- 
tional aims and policies are to be evalu- 
ated. What he presents is an intellectual 
framework, logically constructed upon 
premises which he defines, but, so it seems 
to this reviewer, so highly abstract and gen- 
eral that it is difficult to comprehend the 
practical utility of the result. Perhaps this 
observation is but a reflection in the re- 
viewer’s mind of the educational confusion 
to which Dr. Fraser points: However that 
may be, the fact remains that there is still 
a wide gap between the formalized proce- 
dures of analysis’ that Dr. Fraser has 
laboriously developed and the concrete 
and pressing problems that crowd in upon 
administrative officers and faculty mem- 
bers of any present-day college. The 
bridge between the two is yet to be built. 

Matcoitm M. WILLEy 

University of Minnesota 


FINK, ARTHUR E. Causes of Crime:. Bi- 
ological Theories in the United States 
1800-1915. Pp. xi, 309. Philadelphia: 
University of Pennsylvania Press, 1938. 
$3.00. 

Familiarity with standard American text- 
books on criminology leads one to wonder 
about the lack of materials in these books 
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pertaining to American theories of crime 
causation. Most of the authors of these 
texts in their treatment of the history of 
criminological thought generally confine 
themselves to European data, and until 
Healy appears on the scene they tend to 
ignore American materials in the field of 
crime causation. This lack may have 
tended to make persons conclude that the 
United States produced comparatively lit- 
tle of value or importance in the etiology 
of crime before the twentieth century. 
Conclusions of this nature are hardly cor- 
rect. Though it is true that the United 
States did not produce figures of the pro- 
portion of Beccaria, Lombroso, Bonger, 
and Goring, a number of Americans liv- 
ing in the ninteenth century spent’ time and 
effort trying to understand what motivated 
men to assault, plunder, and kill one an- 
other. Who these Americans were and 
what they thought will be found in Dr. 
Fink’s long-needed and excellent mono- 
graph. 

Fink’s book, as its title conveys, is con- 
cerned with one phase of American crim- 
inological thought—the biological theories 
of crime which were current in the United 
States during the nineteenth century. 
Though this period was characterized by 
an abundance of explanations of criminal < 
behavior, the American scholars did not 
originate a single one of these explanations. 
These theories were borrowed. However, 
it should be pointed out that the theories, 
because of the borrowing process, tended 
to become considerably modified and am- 
plified. This period in the history of 
American criminological thought was char- 
acterized by an intense interest in crime 
causation. Though the initial ideas came 
from Europe, scholars in America culti- 
vated the etiological field with imagination 
and thoroughness. The chapter titles of 
Fink’s book are indicative of the paths that 
these men took in order to arrive at an 
understanding of criminal behavior. Thus 
we find chapters on phrenology, insanity, 
moral insanity, alcohol and drugs, criminal 
anthropology, heredity, and feeble-minded- 
ness. 

The reviewer feels that Fink has made a 
valuable contribution to criminology. By 
virtue of this book a gap in American crim- 
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inology has been adequately filled. The 
story of American thought in the field of 
criminal biology is told in a manner that 
commands attention and in a fashion that 
makes possible the acquisition of a per- 
spective regarding present thought. An 
extensive bibliography adds considerably to 
the value of the book. 

Erro D. MoNnACHESI | 

University of Minnesota 


Hirscn, NATHANIEL D. M. Dynamic 
Causes of Juvenile Crime. Pp. 250. 
Cambridge, Mass.: Sci-Art Publishers, 
1937. $3.25. 

From his experience as psychologist at 
the Wayne County Clinic for Child Study, 
attached to the Juvenile Court of Wayne 
County, Michigan, Dr. Hirsch has reduced 
to tabular form what he discovered to be 
the most frequent gestalts of delinquency 


causation, and has presented them in this, 


volume with reasonably humble tentative- 
ness. 

Dr. Hirsch postulates four causal cate- 
gories, namely: Heredity Causation, En- 
vironmental Causation, Accidental Causa- 
tion, and Genius. The last-named remains 
fairly opaque in the analysis of causation, 
and in fact disappears as a dynamic factor 
in the cases described in this study. Home 
conditions which give rise to delinquency 
are functions of unfortunate heredity on 
the part of the parents—‘family milieu 
. . . is largely an expression of the heredi- 
tary status of its members.” Accidental 
causes are those unpredictable collapses 
due to disease, injuries, and such. “Genius 
is the most important single cause of his- 
tory....” This is something the student 
of history should look into without delay. 
A review of some of the more relevant 
studies of delinquency is given, and two 
studies by the author (with collaborators) 
are presented. 

In his analysis of 604 cases, 90 per cent 
became delinquent “by more than one ma- 
jor causal factor.” Accidental causation 
“was discovered to be helpful in some 4 
per cent of the cases.” 

Commenting upon a study of 2,000 de- 
linquents, the author writes: “(1) For the 
most part juvenile delinquency arises in 
families that are very heavily tainted with 
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constitutional psycho-biological deviations, 
resulting in (a) bad social habits, condi- 
tions, and practices, (b) unwholesome emo- 
tional atmospheres and poor physical en- 
vironments for themselves and their chil- 
dren.” The broken home is an important 
factor in delinquency because of “constitu- 
tional stigmatization and deviation” of the 
parents, which also appears in the children. 

Despite the detailed statistical analysis 
presented, this reviewer remains uncon- 
vinced of the relation of enuresis to delin- 
quency without more subtle psychoanalytic 
evidence than the author gives. 

Undoubtedly Dr. Hirsch has the data 
which should throw light upon certain as- 
pects of delinquency, but his wedding of 
genetics with psychiatry does not add very 
much to the theoretical sociology of juve- 
nile delinquency. 

More scrupulous attention to the me- 
chanical details of editing and spelling 
would not damage either the book or the 
reputation of the author. 

J. P. SHALLOO 

University of Pennsylvania 
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FOREWORD 


In all ages man has been fired with the zeal for new scenes, new climes, new 
lands. He has rocked across deserts on camel-back, plowed through uncharted 
waves in crude galleys and beneath billowing sails, forded rivers, and spanned 
continents. Closely knit cultural groups retained their autonomy in differentiated 
areas of settlement, but many of their sons and son’s sons moved on. They came 
into lands already occupied by other cultural groups. At times the newcomers 
blended with the old, at others they retained their own culture in the new land. 

As national states developed, boundary lines were drawn to include and to 
divide ethnic groups, but man’s ceaseless movement left minority groups on both 
sides of any arbitrary and largely artificial line between states. Conquest and the 
redrawing of lines on the basis of the greater strength subjected formerly inde- 
pendent peoples to the status of minority groups and at the same time forced others 
to flee before the invader, creating new minority groups—refugee minorities—in 
other countries. Political persecution and religious intolerance have contributed 
still further to the ever increasing number of those whose cultural heritage reaches 
back to the country of its origin. Through the long range of history these three 
forces have operated together: man’s eternal quest for new opportunities for himself 
and his children, conquest, and cultural conflict. 

Minority groups have existed within every state, but the minority problem is 
comparatively new. It is the recent development of nationalism that has created a 
problem of a historical fact. As political states have sought in the interest of self- 
preservation to enforce unanimity of culture upon all within their borders, conflict 
has been inevitable. The postwar years have witnessed the entrance and present 
dominance of a further intensifying element—the development of new ideologies, 
communism, fascism, nazism—and the identification of such ideologies with politi- 
cal states. Thus is added a new and even more irrational conflict factor which 
heightens both the degree of conformity of the ‘“‘in-group” and the extent of hostility 
to the “out-group.” Race, language, religion, education, youth movements, and all 
the agencies of propaganda are made to serve this ideological concept of state. Out 
of this conflict arises the phenomenon of the refugee—the enforced emigrant. He 
may be literally forced to flee from persecution, or he may become a refugee be- 
cause he values his own cultural heritage more than he fears the insecurity attendant 
upon emigration. 

The turn of the present century gave new significance to the growing problem, 
and new terms expressed this increasing sense of conflict: “national minorities,” 
“ethnocentrism,” “irrendentism,” “autocracy,” and “self-determination.” The solu- 
tion to be found in the free economy of the past is no longer possible in the closed 
economy of the present. Thus the world enters upon the third stage: not only has 
the “fact of minorities” become the “refugee problem,” but the ready solution is no 
longer available at the very time that the problem itself has become most acute. 

It was this apparent paradox that intrigued the editor to accept the request of 
The American Academy of Political and Social Science to edit this number of THE 
Annats. He believed that a significant contribution would be made if the present 
problem could be analyzed in the light of its origins in the minority groups in every 
country and yet also with a frank appraisal of the new factors that have made the 
problem so complex and so baffling. 

Consequently this issue has been deliberately planned, despite the tense emo- 
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tionalism of the present moment, to provide the basis for viewing the problem in 
perspective. 

To some, Part I may seem irrelevant to the real issue, but the analysis of the 
development and present status of minorities, and a realistic analysis of the driving 
force of nations—power politics—are basic both to our understanding of the prob- 
lem and to any fundamental solution of it. 

Part II is a general analysis of the entire issue, not wholly divorced from the 
present question of the German refugee, but seeking to see the present situation in 
the light of the still greater problem, present and potential, of refugees throughout 
the world. Certainly one cannot minimize the serious plight of the German refu- 
gee—Catholic, Protestant, Jew, or only non-Aryan or anti-Hitler. The fleeing of 
thousands before advancing armies or in frenzied efforts to keep on the right side of 
changing boundaries shocks a world already hardened by undeclared wars of con- 
quest and civil strife and feverish rearmament. It signals the failure of the com- 
bined pressure of world opinion and the work of the Intergovernmental Committee 
to ease the present tension. However, even such a crisis as faces the world at the 
moment is but another recurring cycle and should be met with judgment rather 
than emotion, with carefully developed plans, not hastily instigated sporadic efforts. 

In Part III the human side of the problem is presented. In dealing with any 
problem involving large numbers of people there is a twofold danger. Some be- 
come so involved in individual cases that they lose the perspective of the larger 
aspects of the problem; others become so engrossed in its mass character that they 
forget that the group is a composite of individuals, each with his own hopes and 
fears, disillusionments and aspirations. 

The last section, Part IV, is an analysis of possible ways out and the arduous 
efforts to find some means not only of meeting the present emergency, but also of 
laying the foundation for a permanent solution. Again deliberately, not one 
“road” but several are presented. There is no one road, no panacea. Our only 
hope is that out of such an analysis will come a greater synthesis of effort. 

Five necessary present steps are imperative. The first step has already been 
taken: the co-ordination of the activities of all organizations operating in this field, 
including both private and governmental agencies. Such co-ordination should be 
carried even farther, by requiring all organizations to register with some such cen- 
tral clearing house as the Co-ordinating Committee. This Committee should be 
more than an agency of reference. It should have the responsibility of checking 
money-raising campaigns, expenditure of funds, and types of activities conducted. 
There is sufficient work for all, but needless overlapping of effort, unfortunate 
duplication of lists for fund appeals, and the frustration of the refugee going from 
one organization to another, must be eliminated. 

The second step is the converse of the first: the curtailment or elimination of 
the frequently well-intentioned but purely sporadic organizations motivated by 
sympathy rather than reason. In some instances, probably comparatively rare, 
they are capitalizing upon the present crisis for the personal gains of their members 
either by giving an opportunity for personal recognition or even by providing a 
precarious salary through the solicitation for funds. The layman should be warned 
to make careful investigation of the organization before replying to the many ap- 
peals now being made. 

Only a beginning has been made in the carrying out of the third step: the atti- 
tude that the present is only a temporary crisis must give way to the recognition of 
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the fact--now abundantly recognized by the leaders in the field—that the refugee 
problem is a permanent one. Assuming, contrary to every present indication, that 
there will be no further antagonisms to create new refugees once the present stream 
of German refugees has spent itself, there is still need for organizations of a perma- 
nent character under well-trained and sympathetic leadership. Adjustment is not 
a matter of finding a job for the enforced emigrant and then closing the “case.” It 
demands provision for follow-up, re-placement if necessary, and guidance in per- 
sonal and social adjustment. 

The fourth step entails the development of a sense of values in the extension of 
service to refugees in proportion to the extremity of the emergency and the numbers 
involved. This apparently reasonable and simple statement is fraught with enor- 
mous difficulties in its application. Influential friends seek preference for individ- 
uals in whom they are interested and deter the efficiency of organizations and gov- 
ernmental agencies by their persistency and “wire pulling.” Highly ethnocentric 
national, racial, or religious groups are concerned only with their own members: 
they refuse to co-operate with other groups; they do not even attempt to see the 
larger aspects of the problem; and by their very selfishness for their own group 
they prevent the extension of the fullest potential service to all groups, including 
their own. Such attitudes may be only natural, but it must increasingly be recog- 
nized that any basic solutions will be the result of the earnest, unselfish effort of 
every individual and organization, both private and governmental, local, national, 
and international, all working for all, rather than any one seeking only its own 
interests. 

The final step is fraught with difficulties for it entails the necessity of combat- 
ing much of the jingoism of “patriotic” groups as well as the erroneous but none the 
less emotionalized attitudes of many well-intentioned individuals. This step is the 
development of a systematic program of continuous education embodying two basic 
concepts: that the refugee problem is not a “Jewish” problem, and that the number 
of incoming refugees is comparatively insignificant when contrasted with early immi- 
gration or even in proportion to the total quota of approximately 154,000. The 
first implies that the refugee question is a human problem, neither national, re- 
ligious, nor racial. Among even the present refugees are those from several na- 
tions, of many religious denominations—Catholic, Protestant, and Jewish—as well 
as those who have no religious affiliation but find conditions abroad no longer bear- 
able. The second does not minimize the importance of the present crisis but chal- 
lenges those who unintentionally or deliberately distort facts and imply that these 
newcomers “will throw Americans out of a job” or “will take over American busi- 
ness.” The articles of this issue will provide the data for this program of education. 

A brief statement regarding the preparation of this issue should be added. An 
outline of the entire number with some details regarding the general field of each 
article was prepared and sent to each contributor. The author was left entirely 
free to develop his own article as he chose. In editing the issue, the inevitable 
duplication of content was eliminated as far as possible, but without changing the 
emphasis or point of view of the author. 

The editor is deeply grateful to those who have assisted in the preparation of 
this issue, and especially to Professor Donald Young, Professor Joseph Chamber- 
lain, Mr. George Warren, and Dr. James McDonald. The “Fact-Pictures,” pre- 
pared by Professor Charles Hodges, are reproduced through the courtesy of John 
Wiley and Sons. 


Francis J. BROWN 
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Minorities—A Basis of the Refugee Problem 


By Josera S. Roucex 


INCE the very dawn of history there 
have always existed individuals and 
groups differing in some form or other 
from the numerically stronger clusters. 
These differences, inherent in the very 
character of biological and cultural as- 
pects of human existence, whether real 
or imagined, have always influenced all 
forms of social relations and processes— 
competition, conflict, accommodation, 
and assimilation. Man has always lived 
with others and from the very day of his 
birth is conditioned to their presence 
and their culture pattern. The group 
mores instruct him regarding the stereo- 
typés of the “other fellow,” the alien, 
the stranger, the “out-group” man. 
Sooner or later he meets such “foreign 
devils,” and his preconceived notions are 
either changed, modified, or strength- 
ened by his experience. ‘There is al- 
ways some kind of reaction to the 
people who differ from us, and these re- 
actions are always more definite and 
usually more antagonistic than those to 
a member of the individual’s “in-group.” 
From this point of view the problem 
of minorities has always existed in some 
form, and the problem of refugees is but 
one aspect of it—a result of one of the 
methods that a dominant majority (or 
the minority ruling the majority) can 
use against a minority assumed objec- 
tionable, forcing it to flee from its 
Vaterland. 


Concepts oF A MINORITY 


To assume that a minority is any in- 
dividual or group’ which differs in some 
aspect from the dominant majority 
group would be to create a meaningless 
conception, since there is no end of dif- 
ferences within each group. If the term 
is to have any specific denotation, we 

must limit it to the characteristics which 


are permanent and which recur fre- 
quently, if not continuously, in the 
problem of minorities, and particularly 
those which result in more violent and 
troublesome aspects of our social proc- 
esses, such as the refugee problem. 
Our inescapable conclusion in this re- 
spect is that, basically, the minorities 


` problem is one form of the struggle of 


individuals or groups to gain or retain 
power or influence within a social unit. 
The relationships between the minority 
and the majority are never static, since 
both of these groups, when in contact, 
always tend to impose their character- 
istics, in one form or another, peace- 
fully or violently, on the other group or 
groups, particularly in the cultural and 
political fields. 

The cultural, or the assumed biologi- 
cal, characteristics are dear to the heart 
of every “in-group.” To unify the in- 
dividual with his group, the processes 
of opposition to the “out-group” are 
continually maintained. The possible 
amalgamation or the disappearance of 
the characteristics emotionally valuable 
to each group results in fear motives, 
which eventuate in the tendency to at- 
tribute more aggressive intentions and 
motives to the “other” competing groups 
loaded with mutual distrust and sus- 
picion. The fear of fate, the fear of 
losing identity as a group, the fear of 
internal disruption, accentuates the use 
of weapons against the existence of the 
minority, which then strengthens its 
own sense of internal unity in order to 
resist the attacks or forestall a possible 
attack (of propaganda or of arms). 

In the complicated situation in which 
both groups find themselves, all this be- 
comes sublimated into a whole set of 
specific actions—running away from the 
territory controlled by an intolerant ma- 


t 


2 THE ANNALS OF THE AMERICAN ACADEMY 


jority, asking other people for help, try- 
ing to get other nations interested in the 
minorities’ fate, asking for international 
and constitutional protection. The ma- 
jority, on the other hand, looks for all 
kinds of rationalizations for its actions, 
provides arguments justifying the steps, 
accuses the minority of exaggerating the 
situation, blames it for the difficult in- 
ternal situation, and so on. In other 
words, here we have a form of social 
conflict with all the paraphernalia ac- 
companying every conflict process of 
this kind. 

The minority-majority group rela- 
tionships are therefore power relation- 
ships, based on the assumed possibility 
that either can force the other to act a 
certain way even against its own will. 
It is the dominance-submission relation- 
ship. Either the minority or the ma- 
jority (or the minority controlling the 
majority) accepts one of these forms; 
otherwise, the resulting social struggle 
assumes violent aspects. Even the 
states paying lip service to respect for 
the rights of minorities are characterized 
by this relationship. In the United 
States, for instance, tolerance is afforded 
in proportion as the minorities do not 
threaten our valued culture traits, and 
as we know that the dominant culture 
pattern will eventually absorb all mi- 
norities.1 Contrariwise, as certain mi- 
norities threaten our system—such as 
Nazi agitation—we become increasingly 
irritated and prone to enforce more 
strictly submission of minorities to our 
domination. 

It has been well demonstrated by sev- 
eral students of our racial problems that 
we conceive our minorities by stereo- 
types—customary, group-accepted ideas 


1 For the application of such a definition to 
the problem of American minorities, see F. J. 
Brown, “The Meaning of Minorities,” in F. 
J. Brown and J. S. Roucek, Our Racial and 
National Minorities (New York: Prentice- 
Hall, 1937), pp. 3-17. 


and emotions about all the people in an- 
other group thought of as a unit.? It is 
not all-important that a minority has 
certain characteristics; but it is all-im- 
portant that the majority thinks that 
this minority has them, and expects such 
group to have them. The same applies 
to every minority, which assumes that 
its members have certain distinguishing 
characteristics separating it from the 
dominant majority. This was well ex- 
pressed by a well-known anti-Semitic 
Mayor of Vienna, Dr. K. Lueger, when 
he stated: “Z decide who is a Jew.” 


MODERN ASPECTS OF THE MINORITIES 
PROBLEM 


In the ebb and flow of the never end- 
ing problems of the relationships be- 
tween minorities and majorities, certain 
individual and collective values have be- 
come focalized as definite values which 
should be protected against possible en- 
croachments from aggressive majorities; 
or, to put it negatively, the possession 
of which by minorities ought not to 
serve as weapons against the existence 
of such minorities. The crystallization 
of these principles has become inter- 
twined with the course of modern world 
history and the genesis of its outstand- 
ing phenomena—democracy and na- 
tionalism. 

We can, in fact, discern here three 
definite periods. The first begins with 
the incorporation of the guarantees of 
minorities’ rights into international 
agreements pertaining to the transfer of 
territories, and into modern constitu- 
tions. This trend is but one aspect of 
the acceptance of the new ideologies of 
democracy and nationalism, the culmi- 
nating point of which was reached by 
1919. The Peace Conference tried to 
settle the minorities problem on an in- 


2Cf. E. R. Clinchy, “Prejudice and Minor- 
ity Groups,” Chap. XII, in F. J. Brown and 
J. S. Roucek, op. cit., pp. 537-48, and the 
literature gited therein, 
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ternational scale, by the direct imposi- 
tion of minorities guarantees on the 
newly formed states in Central and 
Eastern Europe. The second period, 
characterized by half-hearted efforts to 
deal with the minorities problems in 
Central and Eastern Europe on the 
basis of these international agreements, 
subject to the guarantee of the League 
of Nations, continued from 1919 to ap- 
proximately 1930—certainly not later 
than the advent of Hitler in 1933. We 
are living now in the third and last 
period, distinguished by the breakdown 
of all kinds of guarantees to minorities 
and the utilization of the existence of mi- 
norities for international power politics. 


PREWAR CRYSTALLIZATION OF THE 
MINORITIES GUARANTEES 


If we disregard the problem of aliens, 
which became identified very early with 
the customs of public hospitality, inter- 
national relations of the ancient states, 
especially Greek and Roman Consular 
and diplomatic relations,* the remote 
principle underlying the trend for the 
protection of some well-defined mi- 
norities can be traced to the continuous 
struggle since the Middle Ages between 
the rule of force or even of the majority 
and the right of all to liberty of con- 
science, the right of each man to the 


3 Thus the origin of commerce is closely re- 
lated to the law of strangers or aliens. See C. 
Koehner, “The Primitive Commercial Law,” 
in A. Kocourek and J. H. Wigmore (Eds.), 
Primitive and Ancient Legal Institutions (Bos- 
ton: Little, Brown and Co., 1915), p. 420; 
E. A. Westermarck, The Origin and Develop- 
ment of the Moral Ideas, 2 vols, New York: 
The Macmillan Co., 1912 and 1917. For the 
practice and laws of Jews, Greeks, and Ro- 
mans, see: S. A. Cook, The Laws of Moses 
and the Code of Hammurabi, London: A. and 
C. Black, 1903; H. Shaeffer, The Social Legis- 
lation of the Primitive Semites, New Haven: 
Yale University Press, 1915; C. Phillipson, 
The International Law and Custom of An- 
cient Greece and Rome, 2 vols., London: The 
Macmillan Co., 1911. 


respect of his dignity and of his per- 
sonal belief. In the history of European 
public law can be found manifestations 
of an ancient tendency to defend the in- 
dividual against oppression, whether by 
a monarchical power, a majority, or a 
mob.* In fact, in the modern age the 
problem of minorities became a major 
issue and was a motive force in the 
evolution of democracy as a form of so- 
ciety and government, the development 
of the idea of democratic liberty and of 
the principle of the equality of all citi- 
zens before the law.5 

A corollary of the more recent tend- 
ency favoring protection of minorities 
became integrated in the genesis of 
modern nationalism, with its emphasis 
on the principle of self-determination of 
small nations. This is nothing else than 
the extension of the fundamental idea 
of democracy, of the principle of the 
self-realization of man in his social, 
political, and economic activities, from 
the limited sphere of the individual to a 
group constituting a nationality. 


CONTRADICTIONS OF DEMOCRATIC AND 
NATIONALISTIC PRINCIPLES 


The connection between the principles 
of nationalism and the basic tenets of 
democracy, as far as the problem of mi- 
norities is concerned, is curiously very 
close and at the same time very far 
apart. Both nationalism and democracy 
have their roots in the same nucleus, the 
ideal of self-determination of man. But 
as they developed in actual practice and 
widened their spheres of influence and 
application, the paths they followed were 
quite different, and eventually they ° 


4L. Eisenmann, “Rights of Minorities in 
Central Europe,” International Conciliation, 
No, 222, Sept. 1926, pp. 315-29. 

5Tt is acknowledged here that the demo- 
cratic principle is essentially religious in its 
character, because the doctrine of ultimate 
human equality cannot be tested in human 
experience; it rests on a faith which tran- 
scends experience. 
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came into actual conflict with each 
other. 

The matter came to a head at the 
Peace Conference, when the liberated 
nationalities, while talking about the 
right of self-determination, gave indica- 
tions that no rights would be granted to 
minorities left in their newly formed 
states. The difficulty became enhanced 
by the obvious impossibility either of 
granting the right of self-determination 
to every nationality, or of drawing state 


borderlines of the kind which would 
leave no minorities in separate states. 
As a matter of fact, infelicitous experi- 
ments in self-determination by the Peace 
Conference revealed some of the serious 
limitations of this principle. How, in- 
deed, can we hope for the establishment 
of stable international order if at any 
moment particularistic aspirations may 
break the territorial unity of states by 
invoking an unlimited right of seces- 
sion? Jé is plain that there is a logical 
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limitation on the right of a minority 
to self-determination in opposition to 
larger and possibly more vital interests. 
Sometimes a people may be too small to 
stand alone; sometimes, as in parts of 
the Balkans, the mixture of people may 
-defy separation. 


HISTORICAL Roots OF INTERNATIONAL 
MINORITIES PROTECTION 


The Paris Conference was not blazing 
a new path in adopting the policy of in- 
ternational guarantees to the minorities 
of Central and Eastern Europe. The 
first assumptions for the protection of 
minorities found their expression in the 
widespread effort to establish tolerance 
and an equitable treatment of religious 
minorities in the wake of the religious 
wars following the Reformation. As the 
principle of established religion pre- 
vailed in the European states in the 


seventeenth century, guarantees were: 


sometimes given when territories were 
ceded by one state to another, for the 
maintenance and protection of the re- 
ligions existing in the transferred re- 
gions.® In fact, there was not a treaty 
in the eighteenth century between states 
of different religion that did not con- 
tain clauses about religious matters. 
They were also an expression of the 
practice of intervening in the internal 
affairs of other states in religious mat- 
ters.’ -It must also be noticed that the 
provisions did not concern so much the 
principle of equality of religions as the 

8 The first provision of this type can be 
found in the Treaty of Oliva of May 3, 1660, 
which ended the war between Poland and 
Sweden. This treaty may be considered the 
beginning of international protection of mi- 
norities. There is a long list of books which 
deal more or less adequately with this back- 
ground. For some of them, see: J. S. Roucek, 
“The Problem of Minorities and the League 
of Nations,” The Journal of Comparative Leg- 
islation and International Law, Third Series, 
Vol. 15, Feb. 1933, p. 71. . 

1 For example, the Treaty of September 18, 
1773, between Maria Theresa and Poland, 

e 


practice of tolerance. The religious mi- 
norities usually lacked political and civil 
rights. 

At the end of the eighteenth and the 
beginning of the nineteenth century the 
religious differences were disappearing 
from the public law of European and 
American states. Religious protection 
was becoming less a problem of interna- 
tional law. Furthermore, the treaties of 
the seventeenth and eighteenth centuries 
did not establish the principle of obliga- 
tions for the whole territory of a state, 
but only for certain limited sections 
ceded by one state to another. It was 
only the Congress of Vienna of 1815 
which extended this protection to the 
entire state and applied it to the 
Netherlands and Belgium. Further- 
more, it was the first international treaty 
providing for the equality of all creeds 
—not just the Christian sects. 

Parallel with the protection of re- 
ligion in Christian states, there was de- 
veloping the practice of protection of 
Christians in Turkey. From about the 
first half of the sixteenth century, the 
European states were concluding the so- 
called Capitulations with Turkey, be- 
ginning with the Franch Capitulations 
of 1535.° This very interesting chapter 
in the history of the development of in- 
ternational protection of minorities, pre- 
served for Christians in the Levant who 
were subjects of Western states the 
right of having recourse to the jurisdic- 
tion of their own countries as repre- 
sented by the consular courts. Of 


8 British and Foreign State Papers, Vol. 2, 
p. 141. Annex to Article 8, Treaty of May 
31, 1815. 

2 It would lead us too far afield to examine 
the legislation of the Ottoman Sultans con- 
cerning the religious and linguistic autonomy 
of the Christian communities (Greek, Arme- 
nian, Syrian, and others) within the Ottoman 
Empire. For a good introduction, see: Great 
Britain, Foreign Office, “Peace Handbooks,” 
London, 1920, Vols. II and IN, The Balkan 
States, 
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similar character were the agreements 
concluded by the European states with 
China and Japan, negotiated mostly in 
the second half of the nineteenth cen- 
tury, guaranteeing religious freedom to 
the citizens of foreign states. 

Beginning with the treaties of the 
Congress of Vienna we find provisions 
safeguarding the rights of national mi- 
norities, and between 1815 and 1878 the 
number of provisions guarding the inter- 
ests of ethnic minorities made remark- 
able strides. The best examples were 
provided by the international pro- 
visions imposed upon the Balkan states 
arising from the crumbling foundations 
of the Ottoman Empire. As in the 
Balkans the symbol of nationality was 
also the symbol of religion, the clauses 
for the protection of ethnic and religious 
minorities were often interrelated. A 
new epoch began with the Treaty of 
Berlin of 1878; the Congress laid down 
that the countries requesting to be ad- 
mitted to the comity of European na- 
tions would be recognized only on con- 
dition that differences in religions should 
not be made the basis of discrimination 
in civil and political rights. 

Thus the evolution of the prewar pro- 
tection of minorities may be summarized 
as follows: 

The practice of such protection 
began casually in the treaties for the 
cession of territories. Only certain re- 
ligious minorities were protected in the 
ceded territories. The agreements were 
not guaranteed by other states. Then 
the protection was extended to all forms 
of religions, and finally, by the Treaty 
of Berlin, these agreements were put 
under the collective guarantee of the 
great powers. Not all states signed the 
minorities treaties, but only states sus- 
pected of weakness by the great powers, 
e.g Turkey or China, and the newly 
formed states of the Balkan Peninsula, 
as well as the colonies in Western 
Africa. 


HOPE or INTERNATIONAL PROTECTION 
or MINORITIES 


No international provisions were 
made regarding the infraction of these 
agreements, and the execution of these 
provisions was left to the legislative, 
judicial, and executive powers of the 
signatory states. In actual practice, 
therefore, the protection was honored 
more in breach than in execution. 

In order to strengthen the system, an 
attempt was made at the close of the 
World War to place the whole protec- 
tion of minorities on an international 
plane. The influence of the representa- 
tives of the American Jews, in addition 
to others, proved to be strong enough to 
impose the so-called “Minorities Trea- 
ties” on ten smaller Central and East- 
ern European states, in spite of their 
bitter resistance based on the argument 
that these provisions were not imposed 
on large powers, such as Germany and 
Italy.° The problem of refugees today 
indicates that the great powers, particu- 
larly Germany and Italy, also should 
have been obliged to assume these “ex- 
tremely onerous” obligations, although 
they probably would have proved to be 
as ineffective as the present system has 
been.** 

The legal system for the international 

10 See J. S. Roucek, The Working of the 
Minorities System Under the League of Na- 
tions (Prague: Orbis, 1929), Chap. Il, “The 
Question of Minorities Before the Paris Peace 
Conference,” pp. 25-42. 

11Jt is not generally known that Germany 
made a one-sided declaration, giving to the 
Allies the assurance on May 29, 1919 that 
“Deutschland ist seinerseits entschlossen fremd- 
staemmige Minderheiten auf seinem Gebiet 
nach den gleichen Grundsaetzen zu behandeln” 
(Germany is resolved on her part to treat the 
national minorities living on her territory ac- 
cording to the same rules, that is to say, ac- 
cording to the principles laid down in the 
minorities treaties). The Allies officially ac- 
cepted this declaration in their note of June 
16, 1919 addressed to the German peace 
delegation. 
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protection of minorities—most parts of 
which are still theoretically and legally 
in force—is based on ten “Minorities 
Treaties,” 1? five declarations,!? conven- 
tions pertaining to Upper Silesia and 
Memel Territory, and several bilateral 
treaties.14 

All the Minorities Treaties are, with 
the exception of details, nearly the same. 
All inhabitants are guaranteed absolute 
and unlimited protection of life and 
liberty, without distinction of birth, 
nationality, language, race, or religion, 
and are entitled to the free exercise, 
whether public or private, of any creed, 
religion, or belief whose practices are 
not inconsistent with public order or 
public morals. Basically, each state is 
required to recognize as its citizens per- 
sons born on its own territory, persons 
settled at the time when the treaty came 
into force in the state territory or those 
who had the right of domicile, and per- 
sons who received their citizenship in 
other states but who had during a cer- 
tain period of time the right of option. 
The usual rights are granted: equality 
in civil and political rights, appoint- 
ment to civil service, or practicing of 
professions and industries, free use of 
mother tongue in private and commer- 
cial intercourse, possibility of using the 
minority language before the courts, and 
the right to establish charitable, educa- 
tional, religious, and social institutions.?® 


12 With Poland, Czechoslovakia, Austria, 
Yugoslavia, Bulgaria, Rumania, Greece, Ar- 
menia, Hungary, and Turkey. 

18 Of Finland, Albania, Lithuania, Latvia, 
and Estonia. 

14 Such as a convention between Poland 
and Danzig of November 9, 1920, under which 
the Free City of Danzig undertook to apply 
to minorities a treatment similar to that ap- 
plied by Poland in virtue of the Polish Mi- 
norities Treaty. 

15 For more details and exceptions, see J. S. 
Roucek, The Working of the Minorities Sys- 
tem under the League of Nations, op. cit. 
Chap. III, “The Legal Basis of the Minorities 
Treaties,” pp. 43-75, 


A fundamental feature of the Mi- 
norities Treaties, which distinguishes 
them from previous instruments negoti- 
ated for the same purpose, is that they 
are placed under the guarantee of the 
League of Nations, and carefully 
worked-out processes provide the ways 
and means by which the League can 
make this protection effective.1¢ 


DISSOLUTION OF INTERNATIONAL 
PROTECTION 


It is quite obvious from the perspec- 
tive of today that the gradual break- 
down of the whole system placed under 
the League has been due to the unwill- 
ingness of the subjects to it to be bound 
by the legalistic expression of the whole 
plan. Its concept in the legal sense 
means the sum total of rules and insti- 
tutions which are to protect minorities 
against any oppression from the state 
and to guarantee to them certain free- 
dom of liberty and equality. In actual 
practice the application of the principle, 
as well as the interpretation of the 
legalistic terms, doomed the whole sys- 
tem. 

In the first place, the Minorities 
Treaties protect the inhabitants who 
differ from the majority of the state 
concerned in “race, language, nation- 
ality, and religion.” Every one of these 
attributes may be questioned in theory 
as well as in practice. There is no na- 
tion and nationality that is not of mixed 
race. Is the Jew of Czechoslovakia, 
born and living there for some centuries, 
a “race,” “religion,” “nationality,” or 
“language” minority? Or is a Slovak, 
speaking a dialect of -the Czech lan- 
guage, a “language” minority? Is the 
Macedonian, speaking a Serbo-Bulgarian 
dialect, a “Macedonian” as his terrorist 
organization, the famed IMRO (Inter- 
nal Macedonian Revolutionary Organi- 
zation) claims, or just another “South 


16 Jbid., Chap. IV, “Minorities and the 
League Organization,” pp. 76-92. 
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Serb” as the Belgrade government has 
decreed, or a Bulgarian “national” mi- 
nority oppressed in Yugoslavia, as Sofia 
propounds? +* Are the Ukrainians a 
“Ukrainian” or a “Polish” or a “Rus- 
sian” minority in Poland? Or is one of 
their ‘branches, Carpatho-Ukrainians in 
Czechoslovakia, a Czechoslovak mi- 
nority, or are they “Hungarians” or 
“Poles,” as the protagonists of the com- 
mon frontiers between Hungary and 
Poland would make us believe? 

Then there is that troublesome prob- 
lem of religion: Is the Catholic Croat, 
resentful of the ruling Greek Orthodox 
Serb, a minority in Yugoslavia? Or 
what is the Protestant Slovak, now 
pushed around in Slovakia by the Catho- 
lic Slovaks in power at the present 
moment? 

Without suggesting any further these 
extremely complex problems facing 
Europe today, it may be pointed out 
that the actual application has been con- 
fronted by additional intricate difficul- 
ties. The treaties guarantee, for in- 
stance, education of the children in the 
minority language. But what is a defi- 
nite answer to a rather vague phrase, 
“adequate facilities’? Is it possible to 
find one minority acknowledging that 
“adequate” facilities have been granted 
to it? Or is there a majority state not 
emphasizing that it has granted “more 
than adequate” facilities? 

All in all, the attempt to find a legal- 
istic expression for the protection of 
minorities has broken down when con- 
fronted by the sociological aspects of 
the problems of the minorities. No mi- 
nority problem can be stratified in legal- 
istic forms, since, in the first place, the 
concept of a minority can be understood 
only in terms of the “domination-sub- 
mission” processes. Second, minority- 
majority relationships are constantly 

17 Cf, J. S. Roucek, The Politics of the 


Balkans (New York: McGraw-Hill Book Co., 
1939), Chap. VIII, “Macedonians,” 


changing and cannot be solved at the 
present time by a legal formula. It is 
obvious, furthermore, that no solution 
has been found in the League of Na- 
tions, which has had to treat the 
problem of minorities less from the 
standpoint of justice and more from the 
viewpoint of practical international 
politics and particularly power politics.2* 
And, what is most important of all, the 
most acceptable solution of the minori- 
ties problem, the predominance of the 
democratic spirit and systems, will be 
less and less effective in the near future 
in proportion as intolerant fascism and 
authoritarianism spread to various parts 
of the world. Hence the problem of 
refugees will become increasingly diffi- 
cult in the days to come. 

A survey of the world’s danger spots 
in terms of minorities is thus essential 
in our understanding of the present 
refugee problem and the greater prob- 
lems that may face us tomorrow. 


Tue Two Most TROUBLESOME 
MINORITIES PROBLEMS 


Since the dictatorships of all varieties 
cannot, by their very nature, tolerate 
dissent, the problem of dissident, and 
particularly political, minorities (and 
thus also of refugees) will continue to 
flare up in those parts of the world 
dominated by dictators either now or 
in the near future—Central, Eastern, 
and Balkan Europe, Latin America, and 
the parts of China under the thumb of 
Japan. 

The Jew, wherever he lives, has al- 
ways been the unfortunate “scapegoat.” 
As the various brands of fascism spring 
up in different countries, the refugee 
Jew will bother the conscience of the 
more decent people of the world. Table 


18 Cf, F. J. Brown, Chapter H, “National- 
ism,” pp. 44-48 in F. J. Brown, Charles 
Hodges, and J. S. Roucek, Contemporary 
World Politics, New York: John Wiley and 
Sons, 1939, 


from the American Jewish Year Book 6699) 
(New York: The American Jewish Commit- 
tee, 1938), p. 549, 
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1 indicates the extent of Jewish minori- Number of 
ties throughout the world—and thus Cory Jews 
also not only the sore spots of today but Cori (British) .......-..e sees ae 
possibly also of tomorrow. Hawal sicc die tc be niona tii 310 
TABLE 1—Jewisx MINORITIES IN THE Hong Kong .............0020005 250 
Wortp 19 Hungary eae ake Pasa Debi Delos 444,567¢ 
Number of TNA. oi5b a dicen s etess as ce eee es 24,141. 
Country Jews Indo-China (French) ............ 1,000 
eid WA) Sea ik Sow Soe Gia eee 72,783 
ee erie See Tee ees Irish Free State o.oo a. 3,686 
sed ae CISL ee paani iketa Shon Daly —xuasideptnlve shana dia isis 47,825 
ee A eines aie ses ’s 00 Jamaica isso ee encctns eceees ¢ 2,000 
See eg ee coat pe pee Japan 256s se0 beset cease ¢ 2,000 
ete Se E | 110 2o Yugoslavia ........ se cece eee eens 68,405 
Senere eie adu era hat eeee É 
Arabia hicaic canto eaicivek te Saat 25,000 oe Eier Sipe ener) 53 
Argentina ........c.ce eee eeeeees 260,000 Libya EALE 4 aa AR A e 29 166 
A ELO LE ea: a T S 15125 
Belgium a ST OS S OR S 6 A 000 Luxemburg ..........-eeeeeeeeee eee 
OT tac oSesbie cece R 
Brazil, ai oone urinasan 40,000 aa O SEET E zi a 
eRe eet ee REN es EI MEXICO Sedra te 8G cise wis tin oe ad ers K 
SEa Malaya sssererererereee 48 Morocco (French) .............. 161,312 
aN T S AE A S 155 614 Morocco (Spanish) ............5 12,918 
hile E A A 3.697 Netherlands ........-.-.eeseeeee 156,817 
ae BO Segre SEAE OE a KFT Age vg 19.850 New Zealand ............-0+.00- 2,591 
ical Cag AE T as ? Norway cessos nedensa nisani 1,359 
DE E AES Pe Pilene rae ota ie deh cee 386,084 
Ba Se fe Ne ae A es Panama is gtecesie ea ctiedsaaawce 850 
en SRR ONES CURL ATURE sas Panama Canal Zone ............. 25 
Cütacao Bre Gens A N AAEE ARES T : 566 Paraguay cc ccaiereecaced cectas 1,200 
Geis secs cae etal shane "5 Persia ai ieks bees bannet ota 40,000 
eae fy Oot cee E U ni Perú sa siatdiaieiis aaa nines ai 1,500 
Se aaa P OTADA art Philippine Islands ............... . 500 
PS A DE Lotecoite gettin ein oe 24 geao, Poland: ..-sseveseeeeeeeeeseeens 3,028,837 
Dominican Republic ............ 55 ets S Mee eee AT TS RNT 1 om 
Bayot hei ee tg ees 72.550 ortugal .......... Dette e eee e ees ; 
Ek e A a Bien 4302 Portuguese East Africa .......... 100 
Fi a Se idder wiry ae 1.772 Rhodesia (Northern) ............ 426 
Francs RA a eng fot te te) ie tayo 2 40,000 Rhodesia (Southern) ............ 2,021 
Gemmany LIL IIN dogge Rumania conse, nano TAMS 
Gibraltar ae "886 Russia (R. S. F. S. R.) R soi eke 
EE ey eee Oat be ato he Russia (R. S. F. S. R.) in Europe . 39,272 
Nin Britain and Northern Ireland rice Russia (U.S. S. R.) o... a 2,672,499 
PORES Tekes TEERAA den DA ; Saar Basin ...........eee ee eeuee 3,117 
In 1938, Czechoslovakia ceded territory S. W. 7208 5 (or: ola tagonan a 200 
containing 6,659 Jews to Germany, 2,095 to Spain ......-+ess esses eee eeeees 4,000 
Poland, and 51,578 to Hungary; thus she had Surinam (Dutch Guiana) ........ 1,079 
8,844 Jews in Bohemia, 12,480 in Moravia, Sweden cece cece neces cerssccece 6,653 
39,158 in Slovakia, and 65,828 in Ruthenia Switzerland EEEE T 17,973 
(total of 126,310) left in the “Second” Czech- Syria and Lebanon .............. 26,051 
oslovakia. Tanganyika AE EA AE T 10 
>In 1938, by the Munich agreement, Ger- Tangier Zone D EE E UAE shah ojal 7,000 
many acquired 6,659 additional Jews from Trans-Caucasian Rep. ........... 62,194 
Czechoslovakia. Trans-Jordan ........ecceseceeee , e 
Tümsiad ieg'3 S.ctisencrdwiaic ve we Ne elo teat 9,48. 
19 From Statistics of Jews, 1938 (reprinted Turkmenistan ............00.005 2,041 


c In 1938, Hungary acquired 51,578 addi- 
tional Jews from Czechoslovakia. 
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Number of 
Country Jews 
Turkey in Asia ...........-..0005 26,280 
Turkey in Europe ..........-...- 55,592 
Ukraine = 3 sc yin eid ele e sates es side's 1,574,428 
Union of South Africa ........... 95,000 
United States ............-0.000e 4,227,029¢ 
YUgU ay’ «cs. ests sis eead cose 12,000 
Uzbekistan Republic ............ 37,834 
Venezuela .....cccccscsecvcscces 882 
Virgin Islands ...........-....-- 70 
White Russia .............---06- 407,059 


@Continental; Jews in Alaska and other 
possessions number 1,372. 


GERMAN AND ITALIAN MINORITIES 


It must be emphasized in connection 
with the following survey that our term 
“minority” is used here in the widest 
sense of the concept, since the final 
definition depends, as we have shown, on 
the attitude developed either by the ma- 
jority or by the minority, and usually 
by both. Furthermore, no figures of 
“minorities” are ever trustworthy, for 
several reasons. The census-taking 
states, especially those having trouble 
with their minority groups, make real 
efforts to show that their minorities are 
smaller than the minorities themselves 
claim. The states as well as the mi- 
norities usually disagree in their defini- 
tions of what constitutes a minority—a 
problem of definition for which even the 
most trustworthy of all censuses, that of 
the United States, has been criticized.?° 

Next to the problem of politically 
dissident and Jewish minorities, the 
most serious difficulties are and will be 
presented by German and Italian mi- 
norities. Wherever they are, they are 
being used by Berlin and Rome to serve 
the imperialistic interests of Hitler and 
Mussolini. Hence the countries where 
they are settled in large numbers may 
become, at any time, the sore spots on 
the world’s map, not only because these 


20 Cf. Donald Young, Research Memoran- 
dum on Minority Peoples in the Depression 
(New York: Social Science Research Council, 
Bull. 31, 1937), pp. 225-38. 


particular minorities are an aggressive 
element disrupting the states suffering 
their existence, but also because they 
may be the victims of resentment grow- 
ing against such policies. While the ` 
refugee tide is rising in the Nazis’ and 
the Fascists’ paths, and the creation of 


TABLE 2—GERMAN MINORITIES OF 
“Broop” 21 


Number of 
Country Germans 
Greater Germany (with Austria) . 78,800,000 
Africa oes asiisctidasiewese EEA 54,000 
Africa, South West ........-..005 12,000 
Argentina 6 iiieiecseveweedeswes ces 200,000 
Australia ose esene ri adanan as 50,000 
Belgium ......cecessecesescecce 1,500,000 
Brazil scious aciisieeseaegaieeeees 750,000 
Canada eisena sa n n aANT E EAE 474,000 
Chile E E E E EE 30,000 
China soea N E see EaD ie 3,000 
Colombia- i 5. oi setecee ee caves 1,700 
Czechoslovakia .........0.ee eens 780,000 
Danzig oi oes sid Sas wesw ences 420,000 
Denmark .......e0+00% D cera 39,000 
Estonia 205 6 acoso denei Seed selene 20,000 
inland). dcs.ed35 davies ov Gasceiae' es 3,700 
France: © ossasieetecg se ag cens elects 500,000 
Hungary sercecinsaredeine oeie 747,900 
Japan fi vec scacne. seca tetas 800 
Latvia. doesn gisie sae Sere bead aes 70,000 
Liechtenstein .........0. cece eens 10,200 
Lithuania ......... cece eee eee 29,000 
Luxemburg ........eceeeeeeeeee 19,400 
Memel district ..............-06. 97,000 
Netherlands ..........ceeeeeeeee 102,000 
POPU sedis Toskane DS 800 
Poland: aurrerau etuer EEEa 1,000,000 
Rumania ...... cece cece e newness 750,000 
Soviet Caucasia ............0.005 25,000 
Soviet Russia ............eceeee 806,000 
Soviet Ukraine ...............65 394,000 
Soviet White Russia ............ 7,000 
Spain: aeres ea eaa s TRAER GES 16,200 
Sweden. sorer dtenue erinan n iea Bie 4,300 
Switzerland 22... cece eee eee 2,924,300 
United States .............-6... 3,000,000 
Venezuela ......... 22 cee eee e eens 4,300 
Yugoslavia ......... eee eee eee 500,000 
Total exclusive of Germany 15,345,600 


21 Based on Hugo Grothe, Grothes Kleines 
Handwörterbuch des Grenz- und Ausland- 
Deutschtums (München and Berlin: R. Olden- 
bourg, 1932), and revised by a German au- 
thority who refuses to be credited for this 
service, 


k 
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refugees appears to be an inevitable ac- 
companiment of the growth of Nazi and 
Fascist power beyond the German and 
Italian frontiers, it ought not to be for- 
gotten that a day may come when the 
tide will be reversed and the German 
and Italian “irredenta” given a chance 
to enjoy the “blessings” of the regimes 
in the lands of their ancestors. This sit- 
uation is based on the theory developed 


TABLE 3—lIrarians AND THEIR 
DESCENDANTS 22 


Number of 
Country Italians in 1927 
France ..............- 962,593 
Switzerland .......... 135,942 
Great Britain and Ire- 

Wands. ssdiee eich irets Aa 29,880 
Germany ............ 21,2052 
Austria ..........0005 18,700 
Belgium .............. 15,700 
Yugoslavia ........... 14,329 
Rumania ............. 12,246 
Luxemburg ........... 10,740 
Monte Carlo ......... 9,688 
Turkey .........00005- 9,500 
Greece ........eeeeeee 7,964 
Spain ..........000085 4,397 
Czechoslovakia ....... 3,600 
Malta ...........0005. 2,000 
Hungary ............. 1,500 
San Marino .......... 1,478 
Netherlands .......... 1,116 
Bulgaria ..........60- 1,047 
Russia .............-. 1,038 
Sweden .............. 660 
Albania .............. 512 
Poland .............. 500 
Total Europe ..ccccccceccceeens 1,267 ,841¢ 
Turkey .........0000e 5,306 
Syria  .acck eevee a caes 1,156 
China. «aches edo nar 913 
Palestine ............. 624 
Total Asit wie cece eee c ec eenees 9,674¢ 


2 These figures increased in 1938 by the ab- 
sorption of Austria. 

d Now included in Germany. 

c The countries where fewer than 500 Ital- 
ians live are also included in the totals. 


22 Based on the Italian Encyclopedia (Trec- 
cani), provided by the courtesy of Edmund 
d’Amico, Italian Library of Information, New 
York City. 


e 


Number of 

Country Italians in 1927 
TUNIS: oe ccseaevesiew ces 97,000 
Egypt scenie nistgss 49,106 
Algeria ....cocscscccin 28,528 
Morocco ............- 10,412 
Transvaal, Rhodesia, 

Orange ............ 1,188 
Capetown colony, 

South African district 534 
Total Africa 6.0... ccc cece eens 188,720¢ 
United States ......... 3,706,116 
Brazil 2 dovcescdaveceys 1,839,579 
Argentina ............ 1,797,000 
Canada .......ee eee ee 200,000 
Uruguay ..........6-- 65,000 
Chile crases 23,000 
Mexico ............-. 8,300 
Venezuela ............ 7,098 
Paraguay ............ 5,100 
Ecuador ............- 1,674 
Bolivia ............005 1,500 
Cùba- sccicie scare ees 1,500 
Santo Domingo ....... 1,200 
Guatemala ........... 1,000 
Costa Rica ........... 981 
Colombia ............ 757 
Panama... sees eee 500 
Total America 0.0... cece eee eaee 7 ,674,583° 
Australia ...........4. 27,000 
New Zealand ......... 507 
Total Oceania ....... ccc cece eee 27,567° 
All Countries 0... cece cee eee ween 9,168,385 


by Mussolini that Italian emigrants and 
their descendants have not lost their 
Italian nationality, and on Hitler’s 
dictum propounded in his Mein. Kamp}: 


The German Reich as a State must em- 
brace all Germans; its duty is not only to 
rally and to preserve the most valuable 
original racial elements, but to lead them 
onwards, slowly, but surely, to a position 
of dominance.*® . . . The same blood be- 
longs to a common Reich. The German 
people possesses no moral right to colonial 
activity so long as it is not able to unite its 
own sons in a common State. Only when 
the boundaries of the Reich include even 
the last German . . . does there arise from 


28 Adolf Hitler, Mein Kampf, 1935 edition, 
p. 439, 
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the need of its own people the moral right 
to acquire foreign soil. The plow then 
gives place to the sword and out of the 
tears of war springs daily bread for pos- 
terity.?4 


NATIONAL MINORITIES IN EUROPE 


At Munich the British and French 
conceded the principle of the right of 
ethnic minorities to secede from a 
sovereign state under threat of force by 
a foreign state. Since Central and East- 
ern Europe are freckled with ethnic mi- 
norities on the wrong side of frontiers— 
from a nationalistic viewpoint—and in 
many cases impossible to put on the 
right side, self-determination has be- 
come an explosive doctrine which will 
probably be applied again in the future 
by the aggressive states and may blow 
the map of Europe to pieces.?5 

On the whole, the European Conti- 
nent can be divided, from the stand- 
point of the degree of explosiveness of 
its minorities problems, into three zones. 
The first category, “the quiet zone,” 
comprises countries with a comparative 
homogeneous population from an ethnic 
point of view, in which the problem of 
minorities hardly exists in its political 
and refugee aspects. To the second 
category, “the danger zone,” belong 
those states which are ethnically hetero- 
geneous, and in which the problem of 
minorities has a definite political char- 
acter. Finally, the third category, “the 
twilight zone,” is composed of Russia. 

To the “quiet zone” belong the 
Scandinavian states (Sweden, Denmark, 
and Norway) and the Western European 
states (the Netherlands, Belgium, Lux- 
emburg, Switzerland, France, Great 
Britain and Ireland, and Portugal). It 
appears that they present no immediate 


24 Hitler, Mein Kampf, 1935 ed., p. 1. 

25 Cf, J. S. Roucek, Chap. XV, “Danubian 
and Balkan Europe,” pp. 326-55, in F. J. 
Brown, Charles Hodges, and J. S. Roucek, 
Contemporary World Politics, New York: 
John Wiley and Sons, 1939, 


refugee problem, in spite of the possi- 
bility that Germany may utilize her mi- ` 
norities there for her political purposes. 
But it is not generally known that the 


TABLE 4—MINORITES IN WESTERN 
EUROPE 28 


(Approximate Figures) 


Belgium 
Frenchmen and Walloons ....... 3,480,000 
lemmings gese resenseer nia nais 4,200,000 
Geimans eiin sid ta cies riai 115,000 
Others’ i655 erda a a R 165,000 
Denmark 
Germajs ocenie dsr inienan cass 39,000 
Others an aE a 90,000 
France 
Italians. oeenn pe aia 1,300,000 
Spaniards .............0-00000- 650,000 
Bretons: sorres mesie S508 Neale 1,000,000 
Germans ..............-ceceees 500,000 
Flemings wisi narena a einas 250,000 
Slavs: redne aas EK E aa 530,000 
Basques: isis dices cveveaeaewnaess 170,000 
Others sesaria tae nian sa ale 535,000 
Great Britain and Ireland 
TPIS: prar Sasi ole bie eos dese e wie 1,100,000 
Gaels raean E E antes a Da 60,000 
JEWS siewseweieeneaas.gemateees 303,000 
Others errena ireo aas 265,000 
Netherlands 
Flemings secessedku nanona 1,000,000 
Germans ...scscccecsesseresoe 100,000 
Jews Aha rasan EA an a 156,000 
Others aseina a uaaa aa 97,000 
Norway 
LapDDS Aaea a nE ase 37,000 
Others: aises sie sk space tossa 23,000 
Portugal (Various) .............. 40,000 
Spain 
Basques: <.2cacaiwsnovceines bossa 45,000 
Others aio Penki ese sees Sea's 100,000 
Sweden 
Lapp? seriinin nied ad aeons a0 6,500 
Finns a fats Sa ca a nsa 34,000 
Others: s iaeia i annaa aa 58,000 
Switzerland 
Germans .......-.. cee ee aeaa 2,926,000 
Frenchmen ...........-e+seeee0 886,000 
Ttalians: nasio e eea sed eisjeaies 260,000 
Rhaetoromans .............008- 45,000 
JEWS sosaren esana ma Ea selects 18,000 
Others... silos wesc chases. 40,000 


26 Based on Národní Politika, Oct. 28, 1938, 
except the figures for Lapps and Finns in 
Sweden, which are taken from The Sweden 
Year Book, 1936, p. 80 (Census of 1930). 
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problem of national minorities exists as 
much in Western as in Eastern Europe, 
although that problem has a Jess glar- 
ing and complicated character. Its ex- 
tent can be seen from the approximate 
figures shown in Table 4. 

The international aspects of the 
Spanish revolution place that country, 
in spite of its western geographical lo- 
cation, in the “danger zone” of Central 
and Eastern Europe. The most trouble- 
some area of today and of tomorrow will 
be the region extending from the North 
Sea to the Adriatic and from the Baltic 
Sea to the Black Sea. Before the World 
War, there lived here, in addition to the 
thirty-two millions of the discontented 
nations and nationalities in the Habs- 
burg Monarchy, in a wide Central 
European belt, a further thirty million 
people dominated by foreign regimes.?’ 
The postwar map of this ‘area has fewer 


TABLE 5—Nationat MINORITIES IN THE 
“DANGER ZONE” 28 


Per Cent 
Countries and of Total 
Minorities Number Population 
Albania 
Greeks ........0005 4,7 
Others .......ecaeue 3.3 
TOG oes Seacrest ces 80 
Bulgaria 
Turks .....cceserees 578,000 10.5 
Gypsies osses 134,800 2.4 
Pomak ............. 102,000 1.9 
Rumanians ......... 70,000 1.3 
JOWS sre sssic cies cares 47,000 0.8 
Armenians .......... 27,000 0.5 
Russians ..........- 20,000 0.4 
Greeks ............. 10,000 0.2 
Germans ........... 4,000 0.1 
Others ............. 31,000 0.5 
Total: ccpylionsyccceeiesine 18.6 


27 J. Chmelař, National Minorities in Cen- 
tral Europe (Praque: Orbis, 1937), p. 9. 

28 Based on: J. Chmelař, op. cit.; E. Sobota, 
Jazykové právo v Evropských státech, Prague: 
Orbis, 1934; J. S. Roucek, The Politics of the 
Balkans, op. cit. The statistics are based on 
official figures, revised in some cases on the 


basis of other studies. š 


Per Cent 


Countries and of Total 


Minorities Number Population 
Czechoslovakia 
Ruthenians ......... §12,000 5.3 
Germans ........... 377,000 3.9 
Hungarians ......... 100,300 1.0 
gt) (er er 4,000 0.04 
JEWS vivawcccevneass 126,000 1.3 
Others ............. 32,000 0.3 
Total sisira heen eee ees 12.0 
Estonia (1934) 
Russians ............ 92,000 8.5 
Germans ........... 16,000 15 
JEWS wo... cece ee eeee 4,500 0.4 
Swedes .........005. 7,600 0.7 
Others ............. 7,200 0.7 
LOG: ss ivekeCaweeewe Casale 118 
Finland 
Swedes ............- 400,000 11,0 
Others ............. §0,000 0.3 
Potal cicada’ saweses 11.3 
Greece (1928 census) 
Putks isna riet eae’ 191,000 3.0 
Jews ....cceeseecece 63,000 1.0 
Macedonian Slavs ... 82,000 1.3 
Armenians .......... 33,600 0.5 
Kutso-Vlachs ....... 19,700 0.3 
Albanians .......... 18,700 0.2 
Bulgars ............ 16,700 0.2 
Others ...........-- 19,800 0.3 
Tolak TL oen EREE ER 6.8 
Hungary (Census of 1930) 
Germans ........... 478,600 5.5 
Slovaks ............ 104,800 1.2 
Rumanians ......... 16,200 0.2 
Croats soiree staa ii 27,700 0.3 
Serbs; sagrincsranses 7,000 0.1 
Others: recreere icas 53,000 0.6 
Total 2c Selens ade teas 79 
Acquired from Czetho- 
slovakia in Novem- 
ber 1938 
Czechs and Slovaks .. 288,800 
Ruthenians ......... 35,200 
Germans ........... 13,600 
Magyars ........... 587,700 
Poles ov kewaes rss 200 
Jews ........... 000s 51,600 
Others ............. 15,400 


a These figures pertain to the “post-Munich” 
Czechoslovakia, as reported in The Central 
‘European Observer, Vol. XVI, Nos. 25-26 
(Dec. 16, 1938), p. 392, 
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Per Cent 
Countries and of Total 
Minorities Number Population 


Latvia (1935) 
Russians (including 


White Russians) 233,400 12.0 
JEWS cds '5-355feclecctes 93,500 4.8 
Germans ........... 62,100 3.2 
Poles o3 occ oh ee cae 49,000 2.5 
Others (including Lith- 

uanians and Estoni- 

ANS). -nenewenee ects 40,000 2.0 

A ee osoneea ienes 24.5 
Lithuania (Census of 1923, 
excluding Memel) 
Jews ...ccec cc eeeeee 153,700 76 
Russians ..........05 54,900 2.7 
Germans ............ 29,200 14 
PoleS ......20e00c0e. 65,600 3.2 
Letts: T ATR 14,900 0.7 
Others ...........0. 8,800 0.4 
Total sety renada aaa 16.0 
Poland (Census of 1931)? 
Ukrainians .......... 3,222,000 10.1 
Ruthenians ......... 1,219,600 3.8 
White Russians ..... 989,900 3.1 
Russians ........... 138,700 — 
Germans ........... 741,000 2.3 
JEWS i sewdn tesiewense 2,732,600 8.6 
Others ...........-. 878,600 3.2 
TOLL: 2. wearin eis dante ene 311 
Acquired from Czecho- 

slovakia in Novem- 

ber 1938 
Czechs and Slovaks .. 134,300 
Ruthenians ......... 100 
Germans ........... 17,400 
Poles. in arain 76,300 
Jews serissessesssss 2,100 
Others ..........5.- 100 

Rumania (1930) 

Hungarians ......... 1,387,700 7.7 
Germans ........... 722,000 4.0 
JEWS terieiereteepireyecetena 984,200 5.2 
Ruthenians ......... 550,000 3.0 
Bulgars ............ 300,000 1.7 
Turks—Tartars ...... 230,000 1.3 

Others (Russians, 
Poles, Serbs, etc.) . 230,000 13 
Potal: 2c baeticus yrat outs 24.2 


>The least trustworthy of these statistics. 
For the Polish viewpoint, see S. J. Paprocki, 
Minority Affairs and Poland, Warsaw: Na- 
tionality Research Institute, 1935. 


Per Cent 
Countries and of Total 
Minorities Number Population 


Yugoslavia (Census of 1921; 
mother tongue) ¢ 


Germans ............ 513,400 4.2 
Hungarians ......... 472,400 3.9 
Albanians ........... 446,740 3.7 
Others ............-. 613,000 5.3 

Total on evn ee ideas tats 171 


(Census of 1931) 
Slavs (exclusive of Yugoslavs) .... 1.5 


Germans ......... cece eee eee 4.2 
Hungarians .......... cece eee eens 3.9 
Albanians: << dcihisk.ccdst seeks nace’ 3.7 
Rumanians ......... ccc cceeeeaee 1.9 
TUYkS: .cicdueeveasaxdaaate ween we ss 1.3 
Italians scccecdawsctectneede oe 0.1 
Others: oh eias ina aaa ERr 0.6 

Total" rarena a a 17.2 


©The Serbs number about 6.5 millions, 
Croats approximately 4 millions, and Slovenes 
over 1 million. The Slavs of Macedonia are 
included in the Yugoslav totals, although Bul- 
garian ethnographic experts dispute with Yu- 
goslav authorities the accuracy of such group- 
ing. 


minorities but is more complicated po- 
litically. Independent Czechoslovakia, 
Poland, the former Austria, Hungary, 
with an enlarged Rumania and Yugo- 
slavia, and the zone of the border states 
of Finland, Estonia, Latvia, and Lithu- 
ania, and a new Poland still have a 
whole third of the minorities and na- 
tionals living under foreign govern- 
ments; there are still some 20 million 
malcontents in this zone. This is obvi- 
ous from Table 5. 

All tables indicate that tkere is no 
country in Europe which has no na- 
tional minority. ‘The difficulty of evalu- 
ating impartially the problem of various 
minorities can be illustrated in regard to 
Poland. Until October 1938, Czecho- 
slovakia had the largest proportion of 
minorities to the total population of any 
state in Europe. Germans, Hungarians, 
Poles, and others amounted to 33.8 per 
cent of the population. After that time, 
however, Czechoslovakia dropped to the 
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fifth place among the minority-owning 
countries. Poland, which during the 
“Munich crisis” justified the annexation 
of 120,000 Czechs and 18,000 Germans 
in order to “liberate” 80,000 Poles, on 
the ground of restoring the situation ex- 
isting in 1918, now stands first as the 


largest minority state, with a minority. 


population amounting to 31 per cent. 

According to the last Polish census, 
that of 1931, no fewer than 9,928,866 
persons used as their mother tongue 
“languages other than the Polish lan- 
guage,” as compared with 22,208,076 
persons who spoke Polish. 

The census statistics do not, unfortu- 
nately, indicate how this figure of ten 
‘million non-Poles is divided among the 
various minorities. Other data show, 
however, that the largest group is that 
of the Ukrainians, living in the east and 
south of the country, who claim that 
they number six millions. They pos- 
sibly exaggerate their numbers, as mi- 
norities are prone to do. The last offi- 
cial Polish figure is that of 1921, which 
stated that there were 3,898,431 Ukrain- 
ians in Poland. By 1931 the Ukrainians 
in eastern Galicia had shown an in- 
crease of 7 per cent, and on this basis 
the whole minority in that year would 
have totaled 4,200,000. In evaluating 
the official figures it must be remem- 
bered that considerable numbers of 
these people living in the extremely 
primitive eastern parts of Poland have 
little consciousness of nationality as it 
is understood in Western Europe. 
While speaking Ukrainian, they reply 
to questions about their nationality by 
saying simply that they are “locals” 
(in Polish, tutejszy). Anyone giving 
this reply is entered in the Polish rec- 
ords as a Pole. Taking all factors into 
consideration, it would probably be cor- 
rect to estimate the number of Ukrain- 
ians in Poland as approximately five 
millions. 

Germany claims that the German mi- 


nority in Poland totals at least 1,700,- 
000, while the Polish estimates of 1931 
put the number at not more than 
700,000. 

According to the Russian census of 
December 1926, more than 68,000,000 
of the total population of 146,637,530 
are non-Russians, classified into a 
hundred nationalities (such as Jews, 
Poles, Chukchi, Uzbeks, Kipchaks, and 
others). The Soviets allow the citi- 
zens freedom to use their national lan- 
guages, as the best instrument of offi- 
cial Communist propaganda (although 
modern Hebrew is prohibited). In es- 
sence, the Soviet policy deprives the na- 
tions inhabiting the Union of Soviet 
Socialist Republics of free cultural de- 
velopment unless it is in full agreement 
with the Communist philosophy and 
practices. Russia has, therefore, in a 
way, her minority problems, not of an 
ethnic or cultural nature, but rather, 
political and religious. Hence the flow 
of Russian refugees will continue in re- 
lation to the political somersaults of 
Communist leadership. 


MINORITIES IN THE UNITED STATES 
AND CANADA 


The problem of minorities in the 
United States will hardly become trou- 
blesome as long as the constitutional 
provisions protect the present demo- 
cratic institutions. The presence of 11,- 
792,523 Negroes (census of 1930), 13,- 
366,407 “foreign-born,” and 25,361,186 
of “foreign or mixed parentage” is the 
peculiar problem of the United States, 
which is unlikely to become a refugee 
problem except in individual instances. 
The Nazi organizations in the United 
States have been a prolific source of 


29 Cf. C. Tcherdze, “Nationalities,” pp. 100- 
119, J. Bromberg, “The Jewish Question,” pp. 
120-42, and N. Klepinin, “Religion,” pp. 
627-50, in P. Malevsky-Malevitch, Russia 
U. S. $. R, New York: W. Farquhar Parson, 
1933. 
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irritation since 1933, and we have been 
hearing of individuals and organizations 
which are aiming to induce the Ameri- 
can people to go again into a national 
hysteria against such “un-Americans.” 
Secondly, the growing number of refu- 
gees in the United States is beginning 
to create an undercurrent of anti- 
Semitism, particularly among the circles 
receiving support from abroad and blind 
with their own jingoism.*° 

Canada has more minorities than is 
generally known. According to the cen- 
sus of 1931 the Canadian people were 
classified according to racial origin in 
the following proportions: British (Eng- 
lish, Scottish, Irish, Welsh, and so 
forth), 51.86 per cent; French, 28.22 
per cent; and non-British and non- 
French, 19.93 per cent. A statement of 
an eminent authority is highly sig- 
nificant: 


There is . . . the danger in Canada that 
a politically powerful racial or religious 
group might feel so intensely about a par- 
ticular issue that it would compel a gov- 
ernment to act irrespective of the wishes 
or feelings of other political groups. The 
result might well be internal disorder, even 
civil strife in Canada, Such a situation 
might conceivably arise on the issue of 
participation or non-participation in war 
abroad.*1 


LATIN AMERICA 


It is unnecessary to deal with the 
problem of the natives and white men 
in the Continent below Rio Grande. 
Refugees are few in number and come 


80 Such as: Invisible Empire, Knights of the 
K.K.K., P.O. Box 1204, Atlanta; The Anglo- 
Saxon Federation, Fox Bldg., Detroit; Ameri- 
can Vigilant Intelligence Federation, 435 No. 
Michigan Ave., Chicago; Fascist Party of 
America, P.O. Box 467, St. Albans, West Vir- 
ginia; The Pelley Publishers, Ashville, N. C.; 
and so forth. 

31 R. A. MacKay, Canada Looks Abroad 
(New York: Oxford University Press, 1938), 
Chap. IV, “The Canadian People,” p. 68. 


hand in politics. 


from political circles, But the growing 
pressure of the Nazis and the Fascists 
on the Latin republics creates a possi- 
bility of either sporadic movements of 
Fascism in its native form, or native 
counter movements against the German 
and Italian settlers.*? In Brazil and 
Chile, Nazis and Fascists have taken a 
But not all members 
of the German community in South 
America see eye to eye with Hitler, 
many of them having forever forsworn 
the Fatherland and applied for citizen- 
ship. 

In any case, there live 400,000 Ger- 
man colonists and a million and a half 
Italians in Brazil; one-fifth of Argen- 
tina’s twelve million citizens were born 
in Italy and half of the total popula- 
tion have Italian blood in their veins. 
In both states, the Germans and Italians 
are by no means recent arrivals, and in 
“ninety cases out of a hundred they 
have broken all material as well as po- 
litical ties with the Old World.” 33 
Those few who remain loyal have met 
discouragement, and the government of 
Getulio Vargas has been jailing or de- 
porting those known to be Hitlerites. 
New German-Italian capital is rapidly 
penetrating Uruguay, Paraguay, and 
Bolivia. Chile has long favored Italian 
immigrants; in Peru they comprise the 
largest European group. For fifty years 
they have had influence in Venezuela. 


AFRICA 


A program of resistance to local Nazi 
organizations in South-West Africa is 
now taking shape,** as the result of the 


82 Carleton Beals, The Coming Struggle for 
Latin America, Philadelphia: J. B. Lippincott, 
1938; F. Elwynn Jones, In Defense of Democ- 
racy (New York: E. P. Dutton and Co. 
1938), Chap. XV. 

88 Edward Tomlinson, “Rome-Berlin Trade 
Drive Seeks Grip on Latin America,” New 
York Herald-Tribune, Aug. 7, 1938. 

34G. L. Steer, “British Seek Colonial Nazi 
Curb,” New York Times, Feb. 12, 1939, 
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organizing of a state within a state by 
the Germans, with naturalized British in 
the lead, in obedience to instructions 
from Berlin. 


CONCLUSION 


Since the elimination of the problem 
of refugees depends on the willingness 
of the states to tolerate their minorities, 
and since this tolerance depends, in 


turn, on the acceptance of the demo- 
cratic principles of life and government, 
our inescapable conclusion is that the 
refugee problem will be one of the fore- 
most that we shall have to face for many 
years to come, and will be important in 
proportion to the prevalence of condi- 
tions promoting antidemocratic, totali- 
tarian, fascist, and dictatorial move- 
ments. 
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European Power Politics andithe Refugee Problem 


By VERA MicHELES DEAN 


S HORDES of refugees pour over 

European frontiers in search of 
asylum and livelihood, the political and 
economic factors which precipitated one 
of the greatest migrations in modern 
history are being scrutinized for a clue 
to future developments. Unlike the ex- 
iles of earlier centuries, who emigrated 
to the New World because they were 
determined to profess their political or 
religious creed free of the compulsions 
exercised by Old World states, the ref- 
ugees of the twentieth century are 
bound not by common beliefs, but by 
common misfortune. Rich and poor, 
Catholic, Jew, and Protestant, conserva- 
tive and communist, militarist and paci- 
fist, banker and bricklayer—they are 
leaving their homelands less because 
they are determined to find a haven for 
‘their joint activities than because they 
are being systematically driven out by 
governments whose arbitrary despotism 
far surpasses that of the monarchs of 
an earlier age. They are outcasts in 
a world which has undergone tragic 
shrinkage since the nineteenth century, 
and where helpless men and women, in 
the midst of potential plenty, are con- 
fronted either by dire problems of un- 
employment or by threat of forced em- 
ployment at the military command of 
totalitarian states. 


BREAKDOWN OF COLLECTIVE SECURITY 


The Munich “peace,” which added 
new thousands to the roster of refugees, 
brought to an inglorious close the at- 
tempt to establish a system of collective 
security on the ruins of the World War. 
In the perspective provided by Munich, 
this war appears merely as an episode 
in the increasingly brutal struggle of na- 
tional states for a foothold in inter- 
national economy—for control of man 
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power, markets, and raw materials. 
Twenty years after a world war fought 
to prevent German hegemony of the 
European Continent, a resurgent Ger- 
many, under Hitler’s leadership, seems 
on the point of achieving the objectives 
of which it had been balked in 1918. 
As in prewar years, its efforts to cap- 
ture markets and achieve military supe- 
riority are opposed, in varying measure 
and with little attempt at united action, 
by France, Great Britain, Russia, and 
the United States. And in spite of Hit- 
ler’s warnings in Mem Kampf, Nazi 
Germany, like the empire of the Hohen- 
zollerns; has launched, with the aid of 
Fascist Italy, a campaign on two 
fronts: seeking both to establish eco- 
nomic control of the East from Berlin 
to Baghdad, and to wrest colonies and 
naval supremacy from the Western 
powers. Under the ideological slogans 
of fascism versus democracy, which 
have replaced the World War slogans 
of democracy versus autocracy, the old 
struggle of power politics is proceeding 
apace in the Balkans, in Spain, in Af- 
rica, and in Latin America. 

Seen in this perspective, the long- 
drawn-out European crisis seems both 
less catastrophic and more dangerous 
than would appear from newspaper 
headlines: less catastrophic, because the 
present is deeply rooted in Europe’s tur- 
bulent past, and cannot be regarded as 
an uncontrollable upheaval of nature, 
like a typhoon or an earthquake; more. 
dangerous, because we cannot hope to 
eradicate this crisis by moralistic at- 
tacks on the dictatorships or wishful 
thinking about their probable economic 
collapse. Nazi foreign policy stems di- 
rectly from the doctrines of prewar Pan- 
Germans. Mussolini’s imperialistic am- 
bitions were already championed by 
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Italian Nationalists before 1914. No 
easy solution, no universal panacea, can 
be found for Europe’s deep-seated polit- 
ical and economic problems. Nor can 
the international situation be improved 
by arbitrarily dividing the world into 
the sheep and the goats, the virtuous 
and the vicious. So-called virtuous na- 
tions, like virtuous women, are most 
often virtuous because they have not 
been exposed to temptation. The 
sooner we realize that there can be no 
hard and fast solutions for problems of 
human relations, which are essentially 
dynamic and subject to change, the 
sooner we shall be in a position to for- 
mulate a foreign policy which, what- 
ever its defects, will at least be free 
from sentimental illusions. 


DICTATORIAL METHODS OF 
DEMOCRACIES 


Postwar attempts to freeze the status 
quo, without providing an opportunity 
for change by peaceful means, have left 
their tragic mark on the past twenty 
years. In 1919 it was hoped through- 
out the world that new procedures of 
international conduct might be substi- 
tuted for war. But the countries which 
emerged from the conflict with the sem- 
blance (since no one obtained the sub- 
stance) of victory were determined to 
impose their own standards of conduct 
on international society, irrespective of 
the wishes of those they had defeated, 
like Germany, or excluded, like Russia. 
The system of collective security en- 
visaged in the Covenant of the League 
of Nations embodied an ideal of inter- 
national relations which recurs again 
and again in world history, and which 
no future conflicts or “appeasement” 
policies can destroy. But by very defi- 
nition, collective security should have 
meant security for all—not merely se- 
curity for the victors against resurgence 
of the vanquished. Yet the latter is 
what the League of Nations became in 


the hands of France and its Little En- 
tente allies, subsequently supported by 
the Soviet Union, all of which feared 
renewal of German expansion and 
hoped to prevent it by inflexible mainte- 
nance of the territorial status quo. In- 
definite perpetuation of the status quo, 
whether in domestic or international 
affairs, produces in the long run a revo- 
lutionary situation which only force can 
resolve. Today the Western democra- 
cies are confronted by a revolt on the 
part of countries which, rightly or 
wrongly, regard them as economic roy- 
alists, who will yield their vested in- 
terests only at the point of a gun. 

The tragedy of the past twenty years 
is that the democracies, which at home 
have developed methods for effecting 
profound social and economic readjust- 
ments without resort to force, have 
failed to translate these methods to the 
international plane. They have used 
their overwhelming financial and eco- 
nomic—as well as military—power to 
enforce on weaker countries a double- 
standard concept of international con- 
duct, leaving them no alternative except 
resort to force or threat of force. As 
early as 1920, when Mussolini was not 
yet in the limelight, Italy appealed to 
the League of Nations for consideration 
of the question of access to raw mate- 
rials, which it sorely needs. Its plea 
was disregarded until 1935, when, on 
the eve of Mussolini’s Ethiopian cam- 
paign, Sir Samuel Hoare, in an attempt 
to buy Italy off, eloquently told the 
League Assembly that Great Britain 
was willing to discuss the problem of 
raw materials. This problem, like 
many other fundamental issues of inter- 
national relations, is still on the agenda 
of a League Committee. Again, when 
Italy and Germany were openly aiding 
General Franco against the Loyalists, 
Great Britain and France condemned 
the conduct of the Rome-Berlin axis 
on moral and legal grounds; yet the 
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moment Franco’s victory seemed as- 
sured, the democratic powers vied with 
the dictatorships to obtain the favor of 
the new regime, hoping to deprive Hit- 
ler and Mussolini of the economic and 
strategic advantages they had obtained 
in Spain. 

Great Britain, France, and the United 
States, which enjoy access to vast over- 
seas or continental empires, have seldom 
troubled to understand the problems of 
countries aspiring to a share of world 
economic power. It is true that Ger- 
man and Italian- arguments regarding 
overpopulation (which they encourage 
by every means at their disposal), and 
their demand for colonies (which would 
offer little in the way of markets, raw 
materials, or outlets for emigration), 
are mere rationalizations of their desire 
for power and prestige. But the same 
may be said regarding French and Brit- 
ish determination to retain control over 
colonial territories which, they contend, 
have no intrinsic economic value. Dem- 
ocratic resistance to the demands of the 
. dictatorships is determined primarily 
not by considerations of morality and 
justice—often as these are invoked by 
democratic statesmen—but by purely 
material considerations of economic ad- 
vantage and strategic security. There 
is nothing illegitimate in this, provided 
it is frankly recognized, and not cloaked 
with high-sounding moralities. Great 
Britain and France, for example, found 
it entirely compatible with their con- 
cepts of morality to permit German dis- 
memberment of Czechoslovakia and ces- 
sion of nearly a million Czechs to the 
Third Reich in September 1938. Six 
weeks later, when Germany demanded 
return of its African colonies, admin- 
istered by France and Great Britain un- 
der League mandates, it was suddenly 
discovered in Paris and London that the 
Germans, apparently fit to rule civilized 
Czechs, were unfit to rule the natives of 
Africa. This kind of argument, useful 


as it may be for purposes of polemics, is 
hardly likely to convince German Nazis 
or Italian Fascists, who, whatever their 
other faults, do not suffer from lack of 
realism in their appraisal of the Euro- 
pean crisis. 


New Tipe or NATIONALISM 


The bare facts of this crisis are that 
Europe continues to be rent by two ma- 
jor forces which were at work long be- 
fore 1914, and whose impact was merely 
accelerated by the World War. These 
two forces are nationalism and social 
revolution. The full tide of national- 
ism, released by the French Revolution, 
was not felt east of the Rhine until late 
in the nineteenth century, when Ger- 
mans and Italians became something 
more than “geographical expressions.” 
At a time when France, Great Britain, 
and the United States, having more or 
less completed their territorial expan- 
sion, were preparing to settle down to 
enjoyment of their possessions, Ger- 
many and Italy were still suffering the 
growing pains of national state forma- 
tion. Meanwhile, other national groups. 
—Poles, Czechs, Croats, Hungarians— 
were striving to throw off the yoke of 
the multinational empires of the Haps- 
burgs, the Hohenzollerns, and the Ro- 
manovs into which they had been 
herded in an earlier period of imperial- 
ism. Europe seethed with the ferment 
of nationalism, which was to spread to 
Asia, Africa, and Latin America. 

The World War fulfilled the aspira- 
tions of many of these national groups. 
The Paris Peace Conference sanctioned 
the establishment of a reunited Poland, 
a new Czechoslovakia, an enlarged Ru- 
mania, a Yugoslav state expanded by 
the inclusion of Croats and Slovenes. 
These states, formed or enlarged at the 
expense of the defeated powers—Ger- 
many, Austria-Hungary, and Bulgaria 
—contained new national minorities: 
Germans and Hungarians in Czecho- 
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slovakia, Hungarians in Rumania, dis- 
satisfied Croats in Yugoslavia, Ukraini- 
ans in Poland. The new minorities, as 
pointed out elsewhere in this volume, 
clamored for autonomy or reunion with 
their motherland across the border, and 
acted as a disruptive force on the states 
into which they had been incorporated. 
This acute nationalism played directly 
into the hands of Adolf Hitler, who, 
without actual resort to war, used na- 
tional minorities to undermine existing 
regimes by his technique of boring from 
within, similar to the Hapsburg method 
of “divide and rule.” 


Impact oF SOCIAL REVOLUTION 


Hitler found an equally useful tool 
in the social revolutions which swept 
Europe in the wake of the World War. 
Countries east of the Rhine had re- 
mained outside the main stream of the 
French Revolution, and those east of 
Germany had barely been touched by 
the industrial revolution. Today, the 
lower middle class thrown up by grow- 
ing industrialization, and the peasantry 
dispossessed for centuries by feudal 
landlords, are demanding the break-up 
of big estates and the suppression of 
large-scale industry. These dissatisfied 
social classes are ripe for revolution. 
Far from welcoming the doctrines of 
communism-—as Nazi propaganda would 
have the Western world believe—the 
peasants and “little men” of Eastern 
Europe have found a palatable revolu- 
tionary formula in Nazism. Viewed 
from the West, Nazism is a reactionary 
movement—a reaction against Western 
institutions and Western faith in hu- 
manism and the value of the individual. 
But viewed from Eastern Europe, which 
still lives in the atmosphere of earlier 
centuries, Nazism is a revolutionary 
movement, which effectively combines 
the three major trends of postwar senti- 


1 See article by Joseph S. Roucek.—Epitor’s 
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ment in that region—anti-Semitism, an- 
ticapitalism, and anticommunism. The 
peasants of Eastern Europe believe that 
Nazism will break up feudal estates and 
expropriate large industries, frequently 
controlled either by native Jews or for- 
eign capitalists, and assign this prop- 
erty not to the state—as in the Soviet 
Union—but to the “little man.” 

This desire for private ownership of 
property—equally strong among Rus- 
sian peasants, who for years resisted 
Stalin’s collectivization program—has 
also played into Hitler’s hands. Here 
again the Nazis have used dissatisfied 
economic groups to disrupt the political 
system of neighboring states. For the 
most successful piece of propaganda 
spread by the Hitler regime is that 
Nazism offers a bulwark against com- 
munism. In actual practice, Nazism is 
no more a respecter of private property 
than is communism; only the Nazis 
have been sufficiently astute to spread 
out the process of expropriation so that 
it has been less noticeable to the outside 
world, and have justified it on racial or 
religious, rather than economic, grounds. 
It becomes increasingly clear, however, 
that private property—first that of the 
Jews, but later that of Catholics, Prot- 
estants, agnostics of doubtful loyalty to 
the regime, and so on—will be succes- 
sively used to satisfy the unappeasable 
needs of the totalitarian state. No indi- 
vidual or group can, in the long run, ex- 
pect to escape the grasp of what has 
already been described as “brown bol- 
shevism.” 


Dors Nazism DIFFER FROM 
CoMMUNISM? 


Outwardly different as they seem, 
Nazism and communism employ a strik- 
ingly similar technique, and have a 
similar impact on the individual. The 
criticisms most frequently brought 
against communism—that it destroys 
individual liberty, expropriates private 
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property, and attacks organized re- 
ligion—apply with equal force in the 
case of Nazism. Both Nazism and 
communism, for better or worse, are 
breaking down the institutions of the 
past—feudalism, the aristocracy, the 
Church, the big bourgeoisie. Both are 
hostile to democracy, which they regard 
as obsolete in ideology and undemo- 
cratic in practice. Both challenge de- 
mocracy to translate the political con- 
cepts developed by an élite in the 
nineteenth century into the economic 
terms of twentieth-century mass produc- 
tion. Both contend that abstract lib- 
erties like freedom of the press, freedom 
of assembly, freedom to choose between 
rival candidates at the polls, have no 
meaning for the average man, concerned 
primarily with the problem of obtain- 
ing secure employment, three meals a 
day, and a roof over his head. Both 
hold out as an alternative to democracy 
the promise of employment—even if 
forced—and of special privileges for the 
masses at the expense of the individual. 
Both subordinate individuals and groups 
to the needs of the totalitarian state, de- 
termined by a single political party en- 
‘joying a monopoly of power. True, this 
totalitarian machine is geared in Ger- 
many for external expansion, while in 
Russia it seeks no territorial aggrandize- 
ment. This is due, however, not to the 
fact that communism is necessarily more 
pacific than fascism, but that Germany 
is a relatively poor country, aspiring to 
play the role of a world power, while the 
Soviet Union is a country rich in land 
and raw materials, whose government is 
benefiting today by the previous terri- 
torial acquisitions of the czarist regime. 


MEETING THE Nazi CHALLENGE 


The Nazi challenge cannot be an- 
swered by war alone. Even if the demo- 
cratic countries were ready to face an- 
other world conflict, the extermination 
of eighty million people, desirable as it 


might be, is not within the realm of 
practical politics. War would not solve 
the basic problems which lie at the roots 
of the European crisis. It would not 
automatically bring democracy to Ger- 
many, even if it abolished Hitler. It 
might not destroy European civilization, 
but it would doubtless usher in an even 
more severe economic, political, and cul- 
tural retrogression than that which fol- 
lowed the World War. The most effec- 
tive answer to the Nazi challenge is not 
war-—which might be regarded by Hitler 
as a welcome escape from Germany’s 
difficulties—but eradication of many 
real grievances which, for a decade at 
least, have been Hitler’s most effective 
allies. 

Paradoxical as it may seem, Ger- 
many’s expansion has not been without 
beneficial results. In a belated attempt 
to check the Nazi drive to the east, 
countries from the Baltic to the Adriatic 
anxiously hastened to make long over- 
due concessions to their national minor- 
ities and dissatisfied social classes. Po- 
land at last began to recognize the need 
of conciliating the Ukrainians, who 
might become the spearhead of a Ger- 
man drive for a Greater Ukraine. Hun- 
gary decided to grant land reforms to 
its peasants. Rumania reconsidered its 
intransigent attitude toward the Hun- 
garians it had acquired in 1919. The 
Yugoslav Government made overtures 
to the Croats, who threatened to become 
an instrument of German intervention. 
The only group which cannot hope to 
benefit by this revisionist trend in 
Europe are the Jews, who are not in any 
real sense of the word a national mi- 
nority, are scattered among many coun- 
tries and divided among many social 
classes, and have no powerful homeland 
to intervene on their behalf or threaten 
reprisals in case of their ill treatment. 
They are the victims not only of eco- 
nomic discrimination—which has ex- 
isted for centuries in Europe—but also 
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of racial doctrines exacerbated by the 
acute and embittered nationalism of 
postwar years, which lacks the hu- 
manitarian sentiment found in the 
earlier nationalism of a Cavour or a 
Masaryk. 


GERMANY’s ECONOMIC EXPANSION 


If Germany today were ruled by 
others than the Nazis, who represent 
this new nationalism raised to its mth 
degree, collaboration with the Third 
Reich might prove highly advantageous 
for the countries of Eastern Europe, 
whose vast resources of food and raw 
materials have been inadequately de- 
veloped by native dictatorships, often 
corrupt and indifferent to social welfare. 
Germany’s technical skill and organiz- 
ing genius, combined with the resources 
of the Danubian region, could open up 
new opportunities for employment, and 
raise the standard of living of popula- 
tions still subjected to medieval condi- 
tions. In theory, there is no more rea- 
son why Germany should be barred 
from dominating the economic life of 
Eastern Europe than why France or 
Great Britain should be barred from 
establishing special trade relations with 
their colonies or Dominions. At the 
present stage of its political develop- 
ment, however, there is no doubt that 
Germany would attempt to exploit the 
Danubian region less for the benefit of 
the natives than for that of the Third 
Reich. Hitler’s intention is not to in- 
corporate into the Third Reich peoples 
whom he regards as inferior to the Ger- 
man “master race.” His object—like 
that of prewar Pan-Germans and the 
Imperial General Staff during the World 
War—is to gear these countries into the 
German economic system, which would 
supply them with manufactured goods 
and receive from them foodstuffs and 
raw materials. One of the corollaries of 
this policy is that the Danubian coun- 
tries should abandon their own attempts 


at industrialization—with the possible 
assistance of French, British, or Ameri- 
can capital—which might eventually 
make them independent of Germany. 
Here is one of several reasons why 
Hitler would like to have these coun- 
tries expel their Jewish citizens who, 
barred in the past from agriculture and 
government employment, have been 
forced to develop industrial and com- 
mercial enterprises which might inter- 
fere with German plans. 

Yet it is obviously not enough to de- 
nounce Germany’s economic expansion. 
For twenty years France, Great Britain, 
and the United States had an oppor- 
tunity to establish their own economic 
domination of the Danubian region, and 
to insulate it against German expansion. 
What did they do with this opportunity? 
France used its vast financial resources 
not to develop the economy of Danubian 
countries, but to supply them with arms 
which, in the case of Czechoslovakia, 
proved futile without French support; 
Great Britain, on the eve of Munich, 
discovered that only 2 per cent of its 
total foreign trade—as compared with 
nearly 10 per cent in the case of Ger- 
many—was transacted with Southeast- 
ern Europe; and the United States 
showed little desire to import Czecho- 
slovak shoes or Rumanian oil, which 
compete with similar American prod- 
ucts. As in the case of Latin America, 
the democratic countries would be justi- 
fied in denouncing German trade expan- 
sion only if they were ready to offer 
alternative markets for the foodstuffs 
and raw materials of Latin America 
and the Balkans. France, Great Britain, 
and the United States can hardly ex- 
pect these countries to display the altru- 
ism they themselves so signally lack, by 
abstaining from trade with Nazi Ger- 
many, if the only alternative is loss of 
outlets for their exports. Such a loss 
would only intensify their internal prob- 
lems and further aggravate the economic 
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“competition within each state which so 
easily leads to the creation of new refu- 
gee groups. 

For, viewed in terms of power politics, 
the migration of refugees—who seem to 
be taking the place of merchandise ex- 
ports-——represents a vast and significant 
shift in the world distribution of wealth. 
The exodus of refugees robs Germany, 
Italy, and other countries which adopt 
the same policy, of potential wealth in 
the form of the exiles’ talent and in- 
dustriousness. The property the dic- 
tatorships acquire by this expulsion 
may provide temporary relief, but it is 
only a palliative for their deep-seated 
economic ills, which cannot be cured by 
expropriation and exile—as was dis- 
covered even in so wealthy a country as 
the Soviet Union, where the execution 
or exile of technicians and industrial 
managers may have been politically 
necessary but proved economically dis- 
astrous. By playing on the humanitar- 
ian instincts of the democratic coun- 
tries, however, Germany—and others in 
its wake—hopes not only to shift to 
them the responsibility of providing the 
exiles with a livelihood, but to extract 
. some financial compensation for per- 
mitting orderly evacuation of refugees. 
In the long run, the Western democra- 
cies will undoubtedly transfer a con- 
siderable amount of wealth to the refu- 
gee-expelling countries, in the form 
either of relief or of outright grants to 
facilitate emigration. Thus the trans- 
fer of refugees—a direct outcome of 
Europe’s revolutionary situation—may 
have the effect of gradually leveling in- 
ternational economic conditions, just as 
the Nazi and Communist revolutions 
are leveling economic conditions within 
totalitarian states. 


WHAT OF THE FUTURE? 
Dangerous as the European situation 
has been allowed to become, its dangers 
‘should not be exaggerated. Even if 


‘Germany succeeded in obtaining control 


of all the economic resources of South- 
eastern Europe (and it is not to the in- 
terest of the countries of that region to 
become entirely dependent on the Third 
Reich, which cannot provide them with 
many essential products) it would still 
be only partially self-sufficient. Such 
economic control, moreover, would ne- 
cessitate a degree of political domina- 
tion which post-Munich Germany may 
ultimately find it difficult to maintain. 
In retrospect, it may appear that Ger- 
many’s headaches only began at Mu- 
nich. Until then, Hitler was dealing 
with Germans—in Austria and Sudeten- 
land—many of whom sincerely wanted 
to “go home to the Reich.” From now 
on, he must deal with non-Germans— 
Slavs and Magyars—who for centuries 
have resisted Teuton domination and 
will remain restive under. Nazi rule. 
The Danubian countries no longer cher- 
ish any illusions about aid from West- 
ern Europe—and have turned to the 
safer policy of self-reliance. They may 
yet be unable to resist Germany by 
force, but they are in a position to wear 
it down by a series of guerrilla obstruc- 
tions. 

If Germany’s outlook in the east may 
prove less rosy than it appeared at Mu- 
nich, its position in the west is also 
fraught with uncertainties. Having cut 
their losses in Eastern Europe, Great 
Britain and France have intrenched 
themselves in defensive positions, which 
are more satisfactory both from the mil- 
itary and from the psychological point 
of view. The Western democracies, 
which command greater financial and 
raw material resources than the Rome- 
Berlin axis—especially if they enlist the 
co-operation of the United States—are 
better able than their potential op- 
ponents to sustain the increasing burden 
of armament. From now on, every day 
gained for peace works to the advan- 
tage of the democracies, which can af- 
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ford to wait, as compared with the dic- 
tatorships, whose internal difficulties 
create the necessity for a showdown. 
Having thrown Austria and Czecho- 
slovakia to the Nazi wolves, the de- 
mocracies are now following the dual 
policy of strengthening their armaments 
and simultaneously holding out to the 
dictatorships the hope of concessions as 
a reward for good behavior. 

The success of this “sugar and whip” 
policy—which might have proved effec- 
tive in the early years of the Hitler 
regime—will depend entirely on the ex- 
tent to which the French and British 
governments find it possible to control 
their nerves and. to resist renewed 
threats on the part of the Rome-Berlin 
powers. If their nerves break, then an- 
other Munich conference, at which 
French colonial possessions, instead of 
Czechoslovakia, would serve as the 
burnt offering, may be in prospect. If 
they remain steady, the democratic 


powers may succeed in convincing Ger- 
many and Italy that threat of force can 
no longer move them, and that continu- 
ance of the armament race can only 
lead to general economic breakdown. 

Once the dictatorships have learned 
this lesson, the way might be opened for 
more fruitful .discussion regarding an 
economic and colonial settlement—pro- 
vided it is realized on both sides that no 
settlement, however satisfactory, can be 
regarded as permanent; that provision 
must be made for future alteration of 
the status quo by peaceful means; and 
that loans or piecemeal cession of terri- 
tories are mere palliatives for problems 
whose alleviation may require a funda- 
mental reform of the international eco- 
nomic order. Only a settlement un- 
dertaken in this spirit could restore the 
feeling of confidence so sadly absent 
from the postwar period, and point the 
way to improvement of the refugee 
situation. 
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Extent and Nature of the World Refugee Problem 


By WALTER ADAMS 


HE political refugee as an article 

of export is primarily a European 
product. Quantitatively the greatest 
refugee problem the modern world has 
seen is that in contemporary China; 
there have been involuntary political 
migrations in South American countries 
such as that accompanying the Chaco 
war; but these are internal migratory 
and relief problems more than refugee 
problems of that specific and peculiar 
type that are a characteristic of postwar 
history. It will therefore not be out of 
focus if in a rapid summary of the pres- 
ent refugee problem we concentrate our 
view on movements originating in 
Europe and the Near East. 


COMPLETED MOVEMENTS 


During the Great War and the subse- 
quent remapping of Europe there were 
numerous refugee movements that 
proved to be temporary in the sense 
that they did not bequeath continuing 
refugee problems. On the Eastern 
Fronts civilian populations fled or were 
evacuated towards the interior of Rus- 
sia. Their numbers were estimated to 
be three millions by May 1916, the 
survivors for the most part returning 
subsequently to their homes in newly 
constituted states such as Poland and 
the Baltic countries. On the Western 
Front, large sections of the civilian 
population of Belgium took refuge in 
Great Britain, France, and elsewhere, 
but returned to their homeland after the 
Allies’ victory. Serbian population fol- 
lowed the retreating armies out through 
Albania in one of the most tragic of the 
war refugee migrations. 

The postwar reconstruction of Europe 
led to further refugee movements. 
Magyar .refugees fled or were driven 
into Hungary from Rumania, Yugo- 
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slavia, and Czechoslovakia. German 
population moved to Germany from the 
ceded districts, -the largest movement 
being that of approximately 600,000 
Germans from Pomorze and Poznan 
under pressure from Poland. 

None of these temporary war or post- 
war movements, however, left problems 
that form part of the pattern of the 
present refugee situation. The present 
problem springs from the migrations 
that accompanied the collapse of the 
Ottoman Empire and the emergence of 
a new Turkey, and from the ejections 
of population groups that accompanied 
the political revolutions in Russia, Italy, 
Germany, and other European countries. 

Three of the great refugee movements 
in the war and immediate postwar 
period contribute little to the present 
refugee problem. ‘They are the: Greek, 
the Bulgarian, and the Turkish. They 
led, however, to successful action in set- 
tlement, a brief account of which is 
relevant to a study of the contemporary 
problem. 


Greeks 


The Greeks since classical times had 
“colonized” the Near East and Balkans. 
Their settlements within the territory of 
the Ottoman Empire enjoyed consider- 
able freedom and protection. The ex- 
pansion of Greece from 1912 to 1922 
brought under its control many of the 
districts in which there was a majority 
of Greek population. This military ex- 
pansion ended in the disastrous defeat 
of the Greek armies in Anatolia, the 
destruction of the Greek quarter at 
Smyrna (September 1922), and the 
greatest single refugee movement of 
modern times until the present Chinese 
migration. Greek population fled not 
only from Asia Minor but also from 
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Eastern Thrace which the defeated 
Greece had to surrender to Turkey, and 
in part from Constantinople. In Janu- 
ary 1923 a compulsory exchange of 
populations was arranged by which 
Greece agreed to the evacuation of mem- 
bers of the Greek Orthodox Church still 
resident in Turkey, except for certain 
groups in Constantinople, and renounced 
the right to repatriate the Greek popula- 
tion to Asia Minor and Eastern Thrace, 
and Turkey agreed to the compulsory 
emigration of Moslem Turks from 
Greece, except for those in Western 
Thrace. - 

By 1923 Greece had received 1,300,- 
000 Greek refugees, a number equal to 
almost a third of its original population. 
The refugees were mostly destitute, and 
a high proportion of them were aged 
or children. Greece appealed to the 
League of Nations for assistance, an 
autonomous Refugee Settlement was 
established, and international loans of 
approximately £10,000,000 in 1924 and 
£3,000,000 in 1928 were raised for refu- 
gee settlement. The Greek Government 
placed over 800,000 hectares of land at 
the disposal of the Commission, and 
65,000 houses abandoned by the evacu- 
ated Moslem Turks were made available 
for the Greek refugees. Within seven 
years the settlement had been so far 
completed that the Commission handed 
over its work to the Greek Government. 

The settlement had two main aspects, 
urban and agricultural. In the course 
of the urban work, new industries, co- 
operative trading enterprises, and work- 
shops were subsidized into existence; 
trades and industries that migrated with 
the refugees (e.g., carpet, silk, and 
woolen) were encouraged and estab- 
lished; new suburbs around big cities 
and smaller towns were built; public 
works, particularly building, gave em- 
ployment to great numbers of refugees. 
In the course of the agricultural settle- 
ment, mostly in Macedonia and Thrace, 


swamps were drained, health services 
established, wells sunk; farm equip- 
ment and stock was purchased from 
various parts of Europe; two thousand 
colonies were settled; hospitals, schools, 
breeding and seed stations, and co-op- 
erative societies were set up. 


Bulgarians 

The Bulgarian refugee problem was 
far smaller and the settlement rather less 
successful than the Greek. Bulgarian 
population from surrounding countries 
or ceded districts moved into Bulgaria 
during the Balkan Wars and was fairly 
successfully absorbed. The arrival of a 
further 220,000 between 1913 and 1925 
into its truncated territories compelled 
Bulgaria to seek international assistance. 
Some, under a voluntary exchange-of- 
populations agreement with Greece, had 
brought their property with them, but 
even they were chiefly poor peasants, 
and an impoverished and politically un- 
stable Bulgaria could not by itself or- 
ganize a settlement scheme. 

In 1926 the League of Nations ap- 
pointed a Settlement Commission, an 
international loan of £2,225,000 was 
raised for settlement, and the Govern- 
ment provided land. The absence of 
suitable or unoccupied land, the great 
amount of deforestation necessary, the 
inadequacy of some of the drainage 
schemes, political opposition, the earth- 
quakes of 1928, and other difficulties 
made the settlement work less satisfac- 
tory than that proceeding at the same 
time in Greece. Nevertheless, by 1933, 
after seven years, the Commissioner was 
able to hand over his work to the Gov- 
ernment, with the balance of funds for 
the final stages. The refugees had been 
integrated or had integrated themselves 
into the Bulgarian population. 


Turks 


The movement of Moslem population 
into Turkey from Bulgaria, Yugoslavia, 
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Rumania, and Greece was less of a 
purely refugee character than the Greek 
and Bulgarian migrations, and rather 
part of an immigration encouraged on 
nationalist and religious grounds. Since 
the Great War, at least 600,000 Turkish 
Moslems have returned to Turkey, of 
whom nearly 400,000 came from Greece 
under the Greco-Turkish Exchange. 
The depopulated lands in Anatolia were 
available for settlement and most of the 
incoming refugees were settled there 
under government supervision and with- 
out international assistance; a quarter 
were settled in Eastern Thrace similarly 
with only government assistance. The 
systematic repatriation of Turkish- 
speaking Moslems from the Balkan 
countries continued and has now be- 
come a prominent feature of Turkey’s 
population policy. 


Distinctive features 


These three recent but completed 
refugee movements have one significant 
element in common. They were cen- 
tripetal concentrations of population 
groups. The refugees entered countries 
to which they had close “national” ties. 
Their country of refuge was almost 
necessarily their country of final settle- 
ment also; formal difficulties over na- 
tionality scarcely arose, because they 
could be granted nationality immedi- 
ately. Their concentration made pos- 
sible single, unified plans of settlement, 
and there were governments available to 
assume full responsibility for the cen- 
tralized execution of such plans. This 
structure common to the three move- 
ments, and the composition, substan- 
tially agricultural, of the Bulgarian, the 
Turkish, and to a lesser extent the Greek 
refugee groups, make it highly impor- 
tant to avoid drawing simple compari- 
sons between this series of postwar 
refugee developments and the series of 
“dispersion” movements out of which 
the contemporary refugee problem has 


accumulated. These dispersions, such 
as the Armenian, Assyrian, Russian, 
Italian, and German, were centrifugal 
movements depositing groups of popu- 
lation, largely nonagricultural, in coun- 
tries with which they had few intimate 
ties. 


INCOMPLETED MOVEMENTS 
Armenians 


The Armenians within the territories 
of the Ottoman Empire were subjected 
to a series of persecutions and massacres 
from 1895 onwards. As a Christian 
population in a Moslem empire, their 
position became worse with the rise of 
the Young Turk movement and the 
Turkish ambition to achieve religious 
homogeneity within the “nation.” The 
Turks suspected their loyalty in the 
first year of the Great War, and in 1915 
began a systematic deportation of Ar- 
menians aiming at their complete elim- 
ination. One million perished; deporta- 
tion, flight, confinement of women and 
children in harems, forcible conversion, 
and massacre of men left less than a 
tenth of the Christian Armenians in 
their original homes by the end of the 
war. The various wars and occupations 
in Anatolia from 1917 to 1922 were ac- 
companied by further massacres and 
deportations of Armenians, culminating 
in the evacuations that followed the col- 
lapse of the Greek armies and the 
Smyrna disaster, By 1923 there were, 
apart from those who had fled to Rus- 
sia, 320,000 Armenian refugees in the 
Near East, the Balkan countries, and 
other European countries, 

From 1915, American philanthropic 
organizations like Near East Relief and 
the American Red Cross organized res- 
cue work on a colossal scale, particu- 
larly for the orphan children. To their 
work was added that of other bodies 
such as the Lord Mayor’s Fund and 
the Armenian Benevolent Union, and 
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finally in 1923, that of the League of 
Nations through Dr. Nansen’s refugee 
organization. In spite of Nansen’s great 
efforts, a single settlement scheme in 
Russian Armenia, Erivan, as a “Na- 
tional Home” proved impossible, al- 
though at least 16,000 Armenian ref- 
ugees have been “repatriated” there 
since 1926. Settlement work had to 
be organized in the various countries 
of refuge, particularly in Syria and 
Greece. 

Nansen, and after his death the Nan- 
sen Office, with full co-operation from 
the Syrian, Lebanon, and French man- 
datory governments, carried through 
schemes for both urban and agricultural 
settlements which have now led to the 
almost complete disappearance of the 
concentration camps in which the ref- 
ugees were originally housed, and to the 
economic re-establishment of the Arme- 
nians, almost all of whom have acquired 
Syrian or Lebanese nationality. In 
Greece the work was complicated by the 
need for settling the Greek refugees, 
and although it has proceeded far, there 
are still 10,000 Armenian refugees liv- 
ing in huts made of brick or kerosene 
tins in the suburbs of Athens. In Bul- 
garia and Rumania the refugees were 
absorbed economically into the existing 
population, although their position is 
still politically and legally insecure. 
The 63,000 who reached France must 
still for the most part be regarded as 
refugees, although employment in the 
big cities has made them almost self- 
supporting and there is no prospect of 
their having to emigrate farther. 


Assyrians 


The Assyrians, a group of Christian 
tribes living in the valleys of the Hak- 
kiari Mountains, fought against the 
Turks in the Great War, were isolated 
by the Russian collapse in 1917, and 
escaped into Iraq for refuge. They 
were later joined by other groups of 


Assyrian refugees fleeing from Turkish 
punitive expeditions. The British used 
some of them for military purposes as 
Assyrian levies, which rendered their 
political position in Iraq more insecure, 
and the announcement of the British in- 
tention to terminate its mandate in Iraq 
led in 1933 to the movement of some 
into Syria in the hope of finding secure 
settlement. In spite of numerous ef- 
forts by the League of Nations to find 
a home for the 9,000 Assyrians who 
have moved into Syria, they are still in 
the temporary refuge on the banks of 
the Khabur River that they originally 
occupied, and efforts have now had to 
be concentrated on converting this into 
a permanent settlement. The 20,000 
who remain in Iraq are being absorbed 
into the national population. 


Russians 


The flight of approximately one mil- 
lion people from Russia after the 1917 
revolutions and the civil wars is the 
largest of the European dispersion 
movements, as distinct from the ref- 
ugee concentration movements like the 
Greek. Mass emigration from Russia 
did not begin immediately after the 
Bolshevik revolution, for anti-Bolshevik 
forces continued their resistance for two 
years on Russian territory. The Bol- 
sheviks consolidated their power from 
Moscow outward, and their opponents 
retreated to the periphery—the White 
armies, displaced civilian population, 
refugees from the Terror, and people 
escaping from the food shortage at the 
center. The autumn and winter of 
1919 saw the collapse of the anti-Bol- 
shevik front in the north and on the 
west; the spring and summer of 1920 
witnessed the break-up of the White 
armies and provisional governments in 
the south; the Jong continued opposi- 
tion to the Bolshevists in the east finally 
broke down in 1922. The main exodus 
of refugees into foreign countries began 
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in the winter of 1919-20; by the be- 
ginning of 1922 there were, according to 
the most reliable estimates, between 
three-quarters and one million refugees 
from Russia. 

The three great streams of emigra- 
tion flowed westward into the Baltic 
states, Poland, and Germany, south- 
westward with Constantinople as the 
dispersion point, and eastward into 
China. It was the congestion at Con- 
stantinople that proved most capable 
of remedial action; Allied governments 
(particularly the French and British 
which had given support to the White 
armies), private organizations (notably 
the American Red Cross), and the 
League of Nations (through a High 
Commissioner for Refugees, Dr. Nan- 
sen, appointed in the autumn of 1921) 
made special efforts to plan or facilitate 
the emigration of the 200,000 refugees 
in and around Constantinople. By 
1924 the evacuation from Constanti- 
nople was practically complete; the 
refugees have been distributed in neigh- 
boring countries and in smaller numbers 
throughout the world. 

Apart from this Constantinople evac- 
uation, there has been little organized 
redistribution of the Russian refugees. 
The original, almost fortuitous, disper- 
sion has determined the present loca- 
tion. Within’ Europe there has been 
some dispersal westward from the Bal- 
tic states, Poland, and Germany, par- 
ticularly to France; those who fled east- 
ward, probably not more than 150,000 
in all, have subsequently tended to 
move on from Manchukuo to China, 
especially after the Japanese victory in 
1932; but the chief feature of the emi- 
gration from 1924 onward has been its 
stabilization in the original countries of 
refuge. 

This was in part due to the hope of 
wholesale repatriation shared by ref- 
ugees, governments, League organizers, 
and voluntary organizations. | While 


hope of rapid return was active, plans 
for large-scale permanent settlement 
were irrelevant even if they had been 
practicable. The history of the emigra- 
tion has been one not of movement but 
of a variety of developments tending to 
protect, stabilize, and improve its posi- 
tion economically and juridically within 
the countries of refuge. This is neces- 
sarily a long process, and although ab- 
sorption and assimilation of Russian 
refugees have proceeded far, the first 
generation and even certain sections of 
the second generation may still largely 
be regarded as refugees. 


Italians 


The flight of refugees from Italy in 
1922 and throughout the successive 
phases of Fascist development has been 
the most purely political of the refugee 
movements. The survivors of a politi- 
cal opposition have escaped abroad to 
save their life and liberty and to con- 
tinue their opposition to Fascism. As 
there were already millions of Italian 
emigrants in France, the United States, 
the Argentine, and elsewhere, and as a 
purely economic emigration has con- 
tinued, it is impossible to estimate how 
many political refugees there have been 
or are. They are merged in the Italian 
populations of other countries. For the 
same reason they have not presented 
urgent relief problems, for they have re- 
ceived assistance, help towards employ- 
ment, and some protection from the 
nonpolitical emigration. In conse- 
quence they have not received formal 
recognition as refugees from the League, 
or organized assistance from govern- 
ments or relief organizations. 


Portuguese and other political refugees 


Political refugees have fled from Por- 
tugal as from other European countries 
such as Greece, with the varying for- 
tunes of their political parties. Where 
revolution has succeeded revolution, as 
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in Spain, groups of refugees have fled 
from and returned to their countries, 
and have contributed little to the gen- 
eral pattern of the postwar refugee 
problem. They are in the tradition of 
the political exiles of the nineteenth 
century, and less characteristic of the 
modern refugees. They have needed 
but have not received juridical protec- 
tion such as has been accorded to the 
groups of refugees for whom the League 
has assumed some responsibility. Their 
numbers have been too small for their 
presence in countries of asylum to cre- 
ate relief problems, although as indi- 
viduals many have endured great hard- 
ship. They are sustained in exile by 
their political activities and by their be- 
lief that they will shortly return to 
their own countries; they do not seek 
to be “settled.” 


German refugees 


The refugees from German Nazism 
are relatively few in number. Approxi- 
mately 170,000 have left Germany since 
1933; 7,000 left the Saar territory af- 
ter the plebiscite in 1935; 60,000 have 
left Austria since March 1938; a few 
thousands have left Czechoslovakia 
since September 1938. A quarter of a 
million in the course of six years is a 
small total if compared with the great 
numbers involved in the Greek, Rus- 
sian, and Armenian movements. The 
stubbornness of the problems raised by 
the German emigration lies in the cir- 
cumstances that condition it. It orig- 
inates in a persecution of minorities 
even more cruel because more deliberate 
than that of the Armenians. It has 
occurred at a time of economic crisis 
that has almost stopped normal migra- 
tion. It has been accompanied by the 
organized stimulation throughout the 
world of an anti-Semitism which has 
rendered the settlement and even the 
temporary asylum of the refugees more 
difficult. It has occurred at a time 


when public opinion has been numbed, 
if not brutalized, by an ever increasing 
accumulation of horrors. 

The emigration as not proceeded 
uniformly. Fifty thousand refugees 
left Germany in 1933, including Jews 
escaping from the first applications of 
the anti-Semitic doctrines of the Na- 
tional Socialist party and political op- 
ponents of the regime. The emigration 
thereafter was at an average rate of 
23,000 per annum, with a decreasing 
proportion of purely political refugees 
but an increasing proportion of non- 
Jewish refugees as the intensity of the 
persecution was extended to persons 
with only remote Jewish connections 
and to the Christian churches. 

From 1933 to 1938 the emigration 
was to a considerable extent organized 
and controlled by the relief organiza- 
tions, particularly the Jewish, so that as 
far as possible the refugees went pur- 
posefully to countries of final settlement, 
such as Palestine or the United States, 
and not to places of purely temporary 
refuge. The planning of the emigration 
by voluntary organizations became, 
however, practically impossible when 
Austrian Jewry and nonconformists 
were suddenly added to the German as 
the source of supply of refugees, and 
totally impossible in November 1938 
when the persecution of Jews reached a 
pitch of unparalleled ferocity and the 
German authorities adopted measures 
frankly designed to secure the departure 
or removal of the Jewish population. 
The voluntary organizations have at- 
tempted to construct temporary camps 
in countries adjacent to Germany to 
hasten the rescue of the persecuted, par- 
ticularly the children, but the task has 
now become obviously one for govern- 
ments, not only because it is beyond 
the means of private charity but also 
because it is fundamentally a political 
one. 

Infiltration, accompanied by schemes 
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of selection, training; and retraining, 
had made possible ‘the’ re-establishment 


of the majority of the refugees through- . 


out the world, the Jargest numbers go- 
ing to Palestine and the United States. 
The process was rendeted increasingly 
difficult by the stricter control of prop- 
erty transfer imposed by the National 
Socialist authorities, which has recently 
become almost indistinguishable from 
confiscation. The magnitude of the po- 
tential refugee supply—-400,000 Jews in 
Germany, 120,000 in Austria, an unpre- 
dictable number of “non-Aryans” and 
of Christians—has led to active con- 
sideration of colonization or group set- 
tlement as an alternative or supplement 
to infiltration, but has not yet led to 
concrete plans. 


Spanish refugees 


The Spanish civil war starting in 
July 1936 has led to a small emigration 
of refugees beyond the frontiers, and to 
a vast movement of refugees within 
Spain. 

The number of refugees within gov- 
ernment territory is now estimated 
at three million, incomparably bigger 
than any refugee movement since the 
. Great War, but this refugee problem 
differs in kind from the others dis- 
cussed here, and is best given separate 
treatment. The adult refugees from 
Spain fled in the summer of 1937 from 
the northern districts, and in the spring 
of 1938 from Catalonia. They sought 
refuge chiefly in France, where it was 
estimated in September 1937 that there 
were 55,000, but systematic repatria- 
tion since has reduced the number at 
least by half. Child refugees from 
Spain were evacuated to various Euro- 
pean countries and to Mexico. France 
received at least 10,000, and their re- 
ception and care was organized by a 
nationwide working-class effort with- 
out precedent in the history of refugee 
relief. 


EXTENT AND NATURE OF THE REFUGEE 
PROBLEM 


The preceding summary shows that 
of the postwar refugee movements orig- 
inating in Europe and the Near East, 
but excluding the refugee problem 
within contemporary Spain, three may 
be disregarded as no longer contributing 
elements in the existing problem—the 
Greek, the Bulgarian, and the Turkish. ` 
Any attempt statistically to estimate 
the size of the refugee problem con- 
tributed by the other movements would 
be misleading, not only because refugee 
statistics are notoriously false but also 
because the number of refugees is of 
small importance as a factor in the dif- 
ficulty of the problem. The statement 
that there are still 300,000 Russian ref- 
ugees, 120,000 Armenian, 9,000 Assyr- 
ian, 10,000 Italian, 170,000 German, 
and 60,000 Austrian has no significance 
unless it is related to the degree of set- 
tlement within those groups. The prob- . 
lem is not a quantitative but a quali- 
tative one. Thus, the Italian refugees’ 
primary need is for juridical protection 
which would give them an opportunity 
to obtain identity and travel papers—a 
need which is only remotely affected by 
their number. Many of the Russian 
refugees who have not acquired another 
nationality are economically and so- 
cially well established, while many who 
have acquired a new nationality (for 
instance, Chinese) and ceased techni- 
cally to be refugees are in desperate 
want. Only a small proportion of the 
170,000 German refugees are still in 
need of relief help, while the majority 
of the 60,000 Austrian refugees are in 
need of such help. 

An attempt at a qualitative analysis 
of the refugee problem must be prefaced 
by the statement that the “problem” is 
created not by the refugees themselves 
but by factors external to them. The 
problem is the result of political and 
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economic insecurity, of the fear of war,” 


of arrogant nationalisms, of economic ` 


exclusiveness,“of the cessation of migra- 


. tion, of anti- Semitism, of the rigidity: of: 


trade. union and professional bodies™or- 
ganizations, and other general features 
* of modern society. The solution of the 
problem demands an alteration in these 
external conditions; it would be false ‘to 
pretend that it can ‘disappear until there 
has been a transformation of the politi- 
cal and economic environment. Never- 
theless, a study of the situation of the 
refugees themselves discloses certain spe- 
cific “difficulties that demand action. 


Settlement of refugees 


Repatriation to their countries of 
origin is probably impossible for all the 
groups of refugees; they will have to 
find re-establishment in other countries. 
. Except for the German and Austrian 
refugees, this can and indeed will have 
to take place in their present countries 
of refugee, without further migration. 
Three qualifications must be made to 
--this wide generalization. Among the 
Russian refugees the 40,000 in Man- 
chukuo and the 30,000 in China cannot 
hope, for successful absorption; there is 
a clearly proved need to emigrate at 
least the younger generation. Among 
the Armenian refugees the group of 
10,000 near Athens may have to be 
transferred to another territory, for in- 
stance to Erivan, though it is difficult 
to understand why the Greek Govern- 
ment could not dispose of this small 
problem by a final act of generosity. 
The settlements of Armenian and As- 
syrian refugees in Syria and the Lebanon 
are threatened with the same insecurity 
that -endangers the position of other 
Christian population there in the midst 
of rising Arab nationalism. If adequate 
protection cannot be given to them they 
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Armenian refugees now in the United 
States or France requires their removal 
to other countries. The refugee prob- 
lem so far as these earlier groups are 
concerned is therefore how to secure 
their absorption. For the Russians who 
are, after twenty years of exile, an aged 
community, this is primarily a question 
of relief assistance for a relatively short 
period. For the Armenians it is pri- 
marily a question of the more generous 
granting of naturalization in European 
countries. For the Assyrians it is a 
question of improving the settlements 
on the Khabur. For the Italians, 
Portuguese, and other political refugees 
it is chiefly a question of granting a 
legal status that will facilitate their in- 
tegration in the societies in which they 
live. 

The latest refugee movement which is 
still in flux, that from Germany, Austria, 
and the Sudeten areas, raises a different 
problem. Absorption within the coun- 
tries of refuge might have been gener- 
ally possible at the end of 1937, but the 
exodus from Austria after March 1938 
and the exodus of Jews from all Ger- 
man territories after November 1938 
have led to a congestion in the neigh- 
boring countries which will necessitate 
a further distribution particularly to 
countries outside Europe. ‘There is 
therefore a preliminary problem to be 
solved, namely, of the dispersal of these 
refugees to places of final settlement, be- 
fore the basic problem of re-establish- 
ment and absorption can be successfully 
faced. 
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lem is vast and almost “ynmanagedle, 
Tt consists of three distinct elements, 
First, there is the necessity for eva, 


ating at least half a million: people fro} 
German territories in the course of th 
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tential refugees, and this potential pb- ™. grate. Already Jews have b to fl 
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y p 
East‘ European countries concerning the 


need for the Jewish populations to emi- 


irom Hungary and Poland. If Eastern 
Jewry begins to move on any large 
Scale, Europe will be faced with a i 
gee catastrophe greater than any that 


has confronted it in modern history 
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affected by the “racial” persecution, and 
certain sections of the Protestant and 


Catholic communities. 


Second, there is the imminent pros- 


pect of a large reiugee exodus from 
of the 


postwar settlement is 
size of the movement 
obviously cannot be predicted, but as it 
will probably be precipitated by a mili- 
by a famine, it 
may be expected to be sudden and 


Spain when the decisive stage 


civil war and 
reached. The 


tary development or 


chaotic* 


Third, there is the overwhelming dan- 
ger that the Jewish communities in other 
European countries will be displaced 
through the growth of organized and 
politically stimulated anti-Semitism and 
doctrines.” 
Lithuania, Poland, 
and Hungary grows daily 
Jn the beginning of 
1938 there was an attempt, only naft- 
rowly averted, to dislodge Rumanian 


the application of “racial” 
Their situation in 
Rumania, 


more insecure. 


1 Since this was written, Catalonia has been 
conquered. The accuracy of the prediction is 
shown in the fact that refugees poured into 
France at the rate of 26,000 a day. The total 
put probably exceeds 


is variously ‘estimated, 
200,000.—Epzror’s Nove. 


2 Their numbers have been shown in the 
Roucek.—Eprror’s 


previous article by Dr. 
Note. "i 


$ 
ie American nati i icati 
nation, so its application 


uld plunge Europe i 
‘ pe into a fi 
gee migrations. Pra 


\ SUMMARY 


\summary review, it ma 
aA S y be as- 
wnat the fundamental difficulty of . 


ti 
qropea 
pean refugee movements has 


SN ha groups of population have. 


sect other countries primarily to 


The ge and not to seek settlement. 
WA E therefore been distributed , 
P and without planned rela- 
politi, the economic, social or 
. . sorptive capaciti e 

ceiving,” pacities of the re- 
sero tries. This irrational char- 
process i distribution has made the 
saly ssimilation slow and pe- 

It. For the earlier post- 


war moV 


gone suffs tHe process has now 


ally true Ges to make it gener- 
refuge have Countries of original 


tries of fin a) converted into coun- 


problem is mient, and the present 
process. Fo and complete the 
ment in the ef an refugee move- 
stage of mereit®: the intermediate 


sible arak as far as pos- 
emigration dit e planning of the 
settlement, bur ountries of final 
hares o A 
Nin purely tempo- 
Ae E 
5 


36 THE ANNALS Of THE AMERICAN ACADEMY 


rary refuge. This situation needs cor- 
rection by means of further organized 
emigration. 


The whole of the existing refugee - 


problem is, however, complicated and 
overshadowed by the potential problem; 
if the movements of population that 
threaten to occur in the future are al- 
lowed to become uncontrolled move- 
ments into refuge instead of planned 
migrations into settlement, Europe will 
witness a refugee problem greater in size 


and mce disastrous in nature than the 


‘total o? problems of all the 
ost - 
_ gee mvements, separa 


The essenc 

isting “refugee problem” js seen 
of th need for preventive action to ries 
or f Postpone further refugee ile 
tior. A description of, or a program 
for the contemporary problem which 
dinot put deepest emphasis on the po- 
tetial Problem and on plans for ane 
rory, Preventive action would be en- 
ely out of focus. 
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GREEK, BULGARIAN, AND io 
\ 


REFUGEES , 
\ 


HE Greek, Bulgarian, and Tutjsh 
refugees call for only brief desp- 
tion, because they have ceased to Q- 
stitute a part of the refugee problé, 
All these refugees have been able 
acquire a new nationality. Greek re 
ugees from Turkey, Bulgaria, Russiz 
and elsewhere settling in Greece fro 
1913 to 1922 were granted Greek na- 
tionality en bloc by a law of October 
19, 1922. Greek refugees from Turkey 
under the 1923 exchange and those 
from Bulgaria under the 1919 Conven- 
tion acquired Greek nationality from 
the moment of arriving on Greek terri- 
tory. Greek refugees outside Greece 
were enabled to obtain Greek national- 
ity by filing an application at a Greek 
consulate. Moslem refugees settling in 
Turkey were, and continue to be, im- 
mediately granted Turkish citizenship 
by special permission of the Council of 
Ministers without having to fulfill the 
usual residential qualification. They 
now form almost indistinguishable sec- 
tions of the populations in which they 
were settled. The Greek refugees have 
exploited their separateness for political 
purposes, and by voting sectionally have 
habitually secured concessions from suc- 
cessive governments; they have brought 
a Byzantine element into the formerly 
westernized Hellenism of Greece; but 
these differences are unimportant, and 
the refugees are now fully assimilated. 
The Bulgarian refugees now live in 
conditions similar to those of other Bul- 
garian peasants and workers; the con- 
ditions are poor but not worse than 
those of the rest of the population. 
Particular difficulties, such as the rever- 
sion to marsh of some of the settlements 


through inadequate drainage or th 
seepage of subterranean water, are simi. 
lar to those that other Bulgarian far : 
ing population may have to face i 
The Turkish refugees, almost entirel 
agricultural, were able to settle quickly 
and successfully in the lands vacated y 
the Armenians and the Greeks; ke 
now form a stable, integrated portion o 


the populati i 
pom ation of Anatolia and Eastern 


ARMENIAN REFUGEES 


Apart from the large group of Arme- 
‘ans in Russia and the groups settled 
Syria and the Lebanon, the Armenian 

gees who have not migrated over- 
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' menians into an almost exclusively ur- aspirations for a “national home,” the 
. ban people. In France they have con- Commmists hoping specifically for emi- 
~. gregated chiefly in the big cities like gration to Erivan. The national con- 

Marseilles, Lyons, and Paris, and estab- sciousiess has both hindered and helped 
lished themselves in trade, particularly the rfugees. It has hindered their re- 
` shopkeeping, or in the heavy industries estalishment by making their position 
in which alien labor has been tradition- somvhat ambiguous and providing ex- 
ally employed. In Greece, where every cus! or reasons for the French, Greek, 
available acre of land was needed for Buarian, and Rumanian authorities to 
the settlement of the Greek refugees, popone a generous policy of natural- 
the Armenians bad to survive in the izion and deliberate absorption, in ex- 
urban districts and to find employment ptation that large numbers of the Ar- 
in public works, small trading, carpet ans will be emigrating to Erivan or 
and metal industries, and so forth. jother “national home.” It has as- 

There are still ten thousand living in sted their re-establishment by bring- 
condemned slums around Athens in ut- j8 to their help the financial and other 


most poverty, for whom the Nansen Of- leat of Armenians throughout the 
world. 


fice throughout the last years of its ex- j 
istence made strenuous efforts to build Although few of the original Arme- 


new housing and to facilitate employ. man refugees have been naturalized, 
ment. ; their childreri are acquiring nationality 
Similarly in Rumania, Bulgaria, ar m many countries by birth. The great 
particularly in Cyprus, the Armeniz majority have found employment. Al- 
have managed to establish themselve; though many are economically insecure, 
urban occupations—in shops, in s many are prosperous, and their tradi- 
trades, as artisans, in the professio tional charity „and mutual help leave 
and only quite exceptionally in ag” few purely relief problems to be met. 
ture, {| Apart from the large group destitute 
The urbanization and the inel near Athens, there is no necessity for 
dispersion of emigration have def emigrating them from Europe or within 
the original social structure oft: Europe, but need only for speeding the 
menians in which the village cor Py process of final assimilation and reliev- 
was the essential unit, though a + ing the temporary distress that will per- 
tion survives in numerous wa as sist until the process is complete and 
the organization of cultural geo will accompany the process itself. They 
table activities in the nam; l- clearly will continue to need League or 
lages.” Eee some other form of intergovernmental 
d protection and will continue to form 


The emigration has not 
“national” consciousness d €- part of the general stateless refugee 


nians, although it is nature imn problem in Europe, but they are not an 


ie Seon. OT E by actively important part of the problem. 
language). It is presery och as Russian REFUGEES 


ligious and cultural inst?’ 
g ae and the The fate of the Russian refugees in 


the churches, mostly Gr atti E : i u 

“unions,” and by a 1 be is described Jn another article 
such as. the Dashinakis  vinict in r is volume. Their present numbers 
and the Berek akist eias f : . an distribution in Europe, according 
Both these main pol’) oster to the most reliable estimates, are as 


Heo, 
belief in an Armeon > and follows; 
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REFUGEES IN EUROPE 





Austria 

Belgium 

Bulgaria 3 
Czechoslovakia ..... 9,000 
Denmark .......... 600 
Estonia ........... 5,283 
Finland ......:.... 7,932 
France ..........4.- 60,000 
Germany .......... 35,000 
Great Britain ...... 2,000 
Greece ............ 2,205 
Hungary .......... 4,000 
Ttaly. <3. vise ess gaa 1,300 
Latvia ........... 12,800 
Lithuania ......... 5,000 
Poland ............ 80,000 
Rumania .......... 11,000 
Sweden and Norway 2,500 
Switzerland ........ 1,000 
Yugoslavia ........ 27,000 


These are estimates of the Russian 
refugees who have not acquired another 
nationality. It does not in any sense 
follow that they are all in economic dis- 
tress or have not fairly successfully ad- 
justed themselves to life in their new 
countries. The latest investigations of 
their situation suggest that in almost all 
European countries assimilation has 
progressed far, and that although most 
have had to accept an extremely low 
standard of living, they do not provide 
a large-scale relief problem. Their pri- 
mary need is for assistance for the aged, 
for the still economically insecure 
younger generation cannot by itself sus- 
tain the prematurely aging first genera- 
tion of refugees. Their number in Eu- 
rope has probably decreased by half 
since 1922, through death, naturaliza- 
tion and, to a very small extent, over- 
seas emigration. 

In the present chaotic conditions of 
Europe, the semisecurity of the Russian 
refugees is liable to sudden destruction 
in particular countries. Thus, those 
who are Jews have had to flee a second 
time from territories under Nazi con- 
‘trol; many of them long settléd in 
Czechoslovakia are migrating to Yugo- 
slavia; outbreaks of xenophobia in 
France from time to time lead to ex- 





pulsions of stateless Russians. .Never- ` 


theless, on a broad view the Russfan 
refugees may be regarded as nearly set- 


tled, although in need of vigilant inter» 
national protection until fully settled. ~ 


ITALIAN AND OTHER POLITICAL 
REFUGEES 


A few Italian refugees are to be found 
in most European countries, unless, as 
from Germany, they have had to leave 
their countries of first refuge because of 
subsequent developments. Almost all 
the Italian refugees, however, are resi- 
dent in France, attracted there by geo- 
graphical proximity to Italy, by com- 
munity of culture, and by the presence 
in France of an Italian economic emi- 
gration of at least 800,000. Their num- 
bers in France on the evidence of mem- 
bership of anti-Fascist organizations 
have been estimated as follows: 


Italian League for the Rights 


of Man ......ce ee eee eee 2,000 
Italian Communist Party .... 4,000 
Italian Socialist Party ....... 1,500 
Maximalist Socialist Party ... 500 
Republican Party ..:........ 500 
Anarchist Federation ........ 500 
Justice and Liberty .......... 500 


Because of their political interests 
and activities the Italian refugees are 
concentrated in the big cities, a third 
of them being resident in Paris and 
most of the others in cities of the south, 
near the bulk of the nonpolitical Italian 
emigration. They are the most politi- 


- cally active of all the emigrations, con- 


tinuing outside the opposition that has 
been suppressed within Italy and en- 
deavoring to win over to anti-fascist 
loyalty the Italian emigrants in France. 
They enjoy the assistance, when neces- 
sary, of the charitable and mutual help 
organizations established by the non- 
political emigration, so that destitution 
among the refugees is rare, although 
there is naturally great poverty, partic- 
ularly among the intellectual classes. 
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Other political refugees, such as 
Greeks, Turks, Portuguese, and those 
from the Balkan countries, are few in 
number. The majority have found 
shelter in France, and form part of the 
general problems of the stateless in Eu- 
rope rather than of the refugee problem 
in the more widely accepted sense. Ref- 
ugees from the civil war in Spain have 
not yet crossed the frontiers in any 
large numbers, and the majority of 
those who did were repatriated to Spain, 
being given the option of return to 
Government or to Insurgent territory. 
Within Government territory in Spain 
there are estimated to be three million 
refugees. Until military developments 
or starvation decides their fate and the 
possibility of their continued residence 
in Spain, they form a great reservoir of 
potential refugees rather than a flood 
of refugees in the narrower technical 
sense. 


REFUGEES FROM GERMAN NAZISM 


The latest refugee movement in Eu- 
rope, that from German Nazism, is the 
most fluid, both because it is still con- 
tinuing and increasing in volume, and 
because successful efforts have been 
made by the Jewish organizations to 
convert it into a planned migration di- 
rect to overseas countries, and to mini- 
mize the amount of purely temporary 
refuge in European countries. Until 
the pogrom of November 1938, the 
number of German refugees in Euro- 
pean countries at any one time re- 
mained fairly constant at 30,000 to 
35,000, from the initial emigration of 
50,000 in 1933 through the annual emi- 
gration of approximately 25,000 in sub- 
sequent years. Almost four-fifths of 
the total emigration has been to coun- 
tries outside Europe, notably to Pales- 
tine, the United States, South America, 
and South Africa. The final brutal at- 
tempt to despoil and expel the Jewish 
population of Greater Germany in No- 


vember, 1938 has led to a sudden influx 
of refugees into all adjacent countries 
and has destroyed the almost orderly 
emigration that had been in progress. 
The European distribution of refugees 
from Germany, before the Austrian and 
November 1938 crises, was estimated 
on the basis of figures provided by Jew- 
ish organizations for December 1937 
to be: 


Austria ..........0.- 1,500 
Czechoslovakia ..... 1,000 
France eis siesin casa oe 8,000 
Great Britain ....... 4,500 
The Netherlands ..... 6,000 
Poland czseciuissisvi 8,000 
Scandinavia ........ 2,000 


Spain and Portugal .. 2,000 


The figure for Poland is large because 
during the first two years of the emigra- 
tion it was the practice both of the Ger- 
man authorities and of the relief or- 
ganizations to repatriate those of the 
refugees who were of Polish origin. 
The number entering Poland suddenly 
increased in 1938 when the German 
Government began a forcible deporta- 
tion of Polish Jews out of Germany, 
creating the largest single problem of 
“border refugees” that now exists. Al- 
most all the refugees leaving the Saar 
after the plebiscite of January 1935 en- 
tered France, and, following a short pe- 
riod of internment in camps, almost all 
who have not returned to Germany 
have continued to reside and try to 
establish themselves within France. 
Their number is estimated at four thou- 
sand. 

The refugees from Austria have either 
left direct to destinations outside Eu- 
rope, or have entered European coun- 
tries to so great an extent illegally and 
therefore without being officially reg- 
istered that a statistical estimate of 
their distribution in Europe is impos- 
sible. Probably not more than a third 
of the 60,000 who have left Austria to 
date are still in Europe, in Switzerland, 
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France, the Netherlands, Belgium, and 
Great Britain. 

The majority of refugees from the 
Sudeten area fled into the truncated 
Czechoslovakia because movement in 
any other direction was impossible; 
escape thence through Poland or 
through southeastern Europe is only 
just beginning. Refugees from Danzig 
and other districts falling under Nazi 
domination are as yet few in num- 
ber. 

No accurate analysis of the composi- 
tion of the emigration either as a whole 
or in Europe can be given. It is gen- 
erally assumed that not more than 15 
per cent of the refugees have left purely 
because of the persecution of political 
opposition or the Christian churches, 
and that the others are Jews or “non- 
Aryans.” Because of the deliberate 
selective policy pursued by the relief 
organizations in assisting the emigration 
of the younger generations, more than 
two-thirds of the refugees are under 
forty years of age. Because of the oc- 
cupational structure of Jewry in Ger- 
many and Austria and because the dis- 
crimination was first directed against 
these classes, the emigration contains an 
extremely high proportion, probably 
over 50 per cent, of persons in the com- 
mercial and professional groups. This 
occupational distribution (although 
partly modified by retraining schemes), 
and the constant fluidity of the emigra- 
tion, have delayed permanent settle- 
ment in European countries, and it can 
be only very roughly estimated that 
two-thirds of the refugees in Europe are 
settled. Certain groups such as those 
who reached Spain, Italy, and Czecho- 
slovakia have had to flee a second time, 
and recently the number of “floating” 
refugees moving from country to coun- 
try has greatly increased. 

The exodus from Germany and Aus- 
tria since November 1938 has changed 
in character. Previously it was in the 


nature of a planned individualized emi- 
gration; now it is more like a mass evac- 
uation. In Great Britain, for instance, 
where formerly both Government and 
the voluntary organizations pursued a 
policy of highly selective individualized 
admission, a camp for 4,000 German 
refugees has been established and in 
addition nearly 3,000 refugee children 
have been admitted on group permit 
within a few weeks, and after a short 
residence in camps or hostels have been 
distributed throughout the country by 
“adoption” schemes. Similar evacua- 
tion camp schemes are being prepared 
in other countries, such as the Nether- 
lands, because the condition of the Jews 
in Germany is now so terrible that im- 
mediate mass rescue is a paramount 
necessity. It is hoped that the camps 
will be distribution points for overseas 
emigration, and also training and re- 
training centers. 


REFUGEES IN FRANCE 


The situation of the refugees in Eu- 
rope varies in each country and for each 
group of refugees in each country. For 
the purpose of the present sketch it is 
possible to give only two examples— 
refugees in France and refugees in 
Czechoslovakia. 

France, the only large immigration 
country in Europe, has received a far 
greater number of refugees than any 
other European country. Partly be- 
cause of its political tradition and partly 
because of its need for population, par- 
ticularly for heavy labor, France has 
not only granted asylum willingly, but 
has on several occasions deliberately en- 
couraged the admission of refugees. 
Thus, from 1924 to 1926 France re- 
cruited labor from among the Russian 
refugees in Eastern Europe and Ger- 
many. 

Economic distress and political ten- 
sion in 1935 led to severe restrictions in 
the employment of aliens and even to 


42 THE ANNALS OF THE AMERICAN ACADEMY 


some expulsion of refugees, and a period 
of acute difficulty for the refugees fol- 
lowed until the Blum government intro- 
duced a period of exceptionally liberal 
treatment. In spite of temporary inter- 
ruptions such as this, the French Gov- 
ernment’s attitude towards the refugees 
has been basically one of consistent gen- 
erosity. France has received 150,000, 
or according to other estimates more 
than 200,000, Russian refugees; at least 
65,000 Armenian refugees; 10,000—or 
with their dependents 20,000—lItalian 
refugees; 50,000 refugees from Ger- 
many, of whom four-fifths were tran- 
sients; at least 30,000 Spanish refugees; 
in addition to transients and many 
thousands of other categories of ref- 
ugees. Compared to the total figure of 
two and a half million resident aliens in 
France, these figures are relatively 
small, but they are a very high propor- 
tion of the refugees in Europe. 

In spite of the large scale of its ref- 
ugee admissions, France has developed 
almost least of all European countries 
a coherent administrative policy to- 
wards the refugee problem. It is not 
so much that practice varies from dis- 
trict to district in France, or has varied 
from period to period, but rather that 
few regulations of a general nature deal- 
ing directly with refugees have been 
made until recent years. The practical 
freedom has made France a particularly 
attractive sanctuary for the intellectuals 
among the refugees, because they have 
been able to continue there their cul- 
tural and political activities. Paris was 
from early days the cultural center of 
the Russian, Armenian, and Italian em- 
igration, and has become the center of 
the cultural and propaganda activities 
of the German refugees. Although chil- 
dren born in France acquire French na- 
tionality unless they opt out of it at 
maturity, France has made little at- 
tempt deliberately to assimilate the chil- 
dren of refugees in ways similar, for 


instance, to ‘““Americanization” of immi- 
grants in the United States. 

The French Government made provi- 
sion for the general supervision and pro- 
tection of the Russian refugees by rec- 
ognizing as official offices the former 
Imperial diplomatic and consular ma- 
chinery, and by introducing the “Nan- 
sen Passport” and Nansen stamp sys- 
tem. Similarly, it gave recognition to 
two official Armenian offices which dis- 
charge semiconsular functions for the 
refugees and operate the Nansen ar- 
rangements. A more generalized policy 
towards the refugee problems has be- 
gun to develop in France since in 1936 
it ratified the 1933 Convention and the 
Provisional Arrangement for German 
refugees. The most important develop- 
ment in this connection was the decree 
law of May 1938 which gave to an alien 
seeking to enter and claiming to be a 
political refugee the right to have his 
claim to be a refugee investigated. 

This development towards general- 
ized regulations for refugees as a whole 
has probably been arrested in recent 
months when France finds itself threat- 
ened from one side with an influx of 
further German and Austrian refugees 
and on the other with an influx of Span- 
ish refugees. 


REFUGEES IN CZECHOSLOVAKIA 


Czechoslovakia offers a striking con- 
trast to the almost casual refugee policy 
of France. Its carefully planned ar- 
rangements for the Russian refugees 
from 1922 to 1929 provide one of the 
few examples of long-range government 
planning for refugee assistance. Its 
program, known as the “action Russe,” 
rested on the assumption that the ref- 
ugees would shortly be returning to 
Russia; that they should be trained 
therefore as an “economic general staff 
and army” for the social and cultural 


1 Described in article by L. W. Holborn in 
this volune.—Epiror’s Nore. 
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reconstruction of Russia after its dev- 
astation by civil war and famine. 
Young Russions, particularly Cossack 
refugees, were selected from the great 
congested groups in Constantinople and 
placed on training farms, with co-opera- 
tive credit facilities. Russian schools, 
technical schools, commercial schools, 
teachers’ academies, university facul- 
ties, research institutes, archive centers, 
and elaborate schemes of scholarships 
were established for this refugee army 
of reconstruction. Although the basic 
assumption of a speedy return to Russia 
proved false and the full program had 
to be abandoned in 1929, the “action 
Russe” contributed richly to the suc- 
cessful re-establishment of many thou- 
sands of the refugees and to the preser- 
vation of much of the Russian culture 
that had been destroyed in the revolu- 
tion. 

In subsequent years, Czechoslovakia 
was not able to play so dramatic a part 
in refugee history; its closer relation- 
ship to the U. S. S. R. made the position 
of the Russian refugees more difficult 
and delicate. It gave generous hospi- 
tality to refugees from Germany, al- 
though the growing domination of Ger- 
many made it impossible for their full 
absorption to take place; and finally its 
disintegration in September 1938 not 
only destroyed the basis of the security 
of the resident refugees, but also led to 
a mass flight into the country of ref- 
ugees from its former territory. 


ATTITUDES OF EXPELLING COUNTRIES 


All the expelling countries have shown 
hostility to their refugees; the refugees 
are regarded as enemies of the existing 
regime; they are suspected, often 
rightly, of intriguing against the regimes 
that expel them and of stirring up hos- 
tility in the countries of refuge against 
those regimes; they are a standing proof 
of the intolerance and inadequacy of the 
regimes, The expelling countries have 


in almost all cases stripped the refugees 
of their property either by open plun- 
der, by confiscation, or by the semi- 
confiscatory methods that Germany has 
used. The active pursuit of the ref- 
ugees into their countries of refuge even 
to the point of assassination or kidnap- 
ing is rare (although Russia, Italy, and 
Germany provide examples), but never- 
theless shows the degree to which the 
hostility of the expelling countries can 
go. 

Russia alone has systematically de- 
prived its refugees of their nationality; 
the decree and laws of 1921 and 1924 
virtually denationalized all Russian ref- 
ugees. Italy by laws of 1926 began to 
denationalize its refugees, but aban- 
doned the policy, and since 1929 has 
allowed refugees to renew their pass- 
ports; this was due probably to a de- 
sire to avoid international action on be- 
half of the refugees, to provide a means 
of supervision over the refugees’ move- 
ments and activities, and to avoid a loss 
of fee revenue. Germany has formally 
denationalized very few of its refugees 
(certain individuals and their families 
by name and Jews who had acquired 
citizenship by naturalization), but has 
tended to make it difficult for the ref- 
ugees to secure extension of their pass- 
ports. 

Russia, in the belief that the refugees 
were continuously conspiring against 
Communist policy, followed a course at 
Geneva which practically destroyed the 
Nansen Office and the whole scheme of 
international protection for the ref- 
ugees. Germany through its foreign 
propaganda system has frequently de- 
stroyed the security of its refugees, and 
by the deliberate and world-wide foster- 
ing of anti-Semitism has added enor- 
mously to the difficulties of refugee 
settlements. Italy has consistently op- 
posed any attempt to provide interna- 
tional assistance or protection for its 
refugees, and through its foreign propa- 
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ganda service wages constant war 
against the attempts of its refugees, for 
instance in France, to win over other 
Italian emigrants to anti-Fascism. 


ATTITUDES OF RECEIVING COUNTRIES 


A full analysis of the attitudes of 
countries of refuge towards refugees 
would require a volume to itself, and 
simple generalization is peculiarly mis- 
leading on the matter. Countries hav- 
ing close political, cultural, and histori- 
cal affinities to the tradition that the 
refugees represent have given particu- 
larly generous asylum. Thus, the Slav 
countries, notably Yugoslavia, have 
taken a leading part in sheltering and 
giving privileged protection to the Rus- 
sian refugees, while they have provided 
almost negligible help to the Jewish ref- 
ugees from Germany. 

Apart from France, almost no Euro- 
pean country has deliberately encour- 
aged the immigration of refugees as a 
method of meeting its population or 
military needs, although it might be ex- 
pected that the western countries with 
falling birth rates would have done 
so. 

The attitudes of those countries hav- 
ing resident minorities of the same 
group as that represented by the ref- 
ugees have usually been determined by 
their attitudes towards their minorities. 
Thus, the attitude of Finland towards 
Russian refugees has been more favor- 
able than that of Latvia. Small coun- 
tries dominated by or in fear of the 
expelling countries have necessarily had 
to be extremely cautious in granting 
asylum to refugees (e.g., Denmark in 
relation to German refugees). 

The attitude of all countries towards 
refugees has become harsher since the 
economic blizzard of 1931 and the ris- 


ing risks of general war. 


Mounting 
unemployment in all countries has led 
governments, trade unions, and profes- 
sional organizations to take measures to 
protect the labor market against com- 
petition from refugee immigrants. The 
preferential admission of refugees with 
property or able to bring other imme- 
diate economic advantages, and the 
drafting overseas of the retrained ref- 
ugees, are leaving in certain countries of 
Europe groups of almost unassimilable 
refugees or concentrations of occupa- 
tionally ill-adapted refugees whose re- 
integration into normal economic life is 
becoming progressively difficult. 

Political and military uncertainties 
are making all countries more reluctant 
to assume the responsibilities and incur 
the dangers of admitting to permanent 
settlement groups of aliens. At the mo- 
ment when the refugee problem is be- 
coming larger and more difficult, Euro- 
pean countries have less capacity or less 
will to solve it than at almost any time 
before. There appears no sign of a 
courageous leadership and initiative by 
any one country to break this vicious 
circle. For this reason the initiative of 
President Roosevelt in summoning the 
intergovernmental committee at Evian 
in July 1938 roused among the ref- 
ugees themselves and in public opinion 
throughout civilized Europe almost hys- 
terical hopes of a prompt and dramatic 
solution. 

The vicious circle was not broken, 
and the excessive, even though under- 
standable, caution of European govern- 
ments persists. Hope also, however, 
persists. The problem is beyond the 
capacity of the European governments 
to solve, and there are still high ex- 
pectations that the New World will 
redress the unbalance of the Old. 


The White Russian Refugees 


By TATIANA SCHAUFUSS 


N ANALYSIS of the problem of 

the “Refugee,” or the “Man With- 
out a Country,” requires a thorough 
understanding of the sociological and 
psychological factors which created 
this problem, together with authentic 
factual data which deal with its histori- 
cal and present aspect. 


CAUSES OF THE POSTWAR REFUGEE 
MOVEMENT 


There are three main causes of the 
White Russian refugee movement: (1) 
the overthrow of the czarist regime and 
the establishment of Bolshevist rule in 
Russia in 1918; (2) the collapse of the 
Russian White Armies in European 
Russia in 1919-20 and in Siberia in 
1920-22; and (3) the famine of 1921. 

These causes in themselves determine 
the groups that composed the bulk of 
the mass emigration of 1918 to 1922. 
The governing classes, both civil and 
military, constituted a fairly large ele- 
ment of it, the general tendency being 
to join the anti-Soviet armies wherever 
they were being formed. The motive 
was not only political and patriotic but 
also one of personal security, because 
under Bolshevist terror it was this class, 
together with the aristocracy, the land- 
owners, and the clergy of the country, 
that was condemned to slaughter and 
extermination. The peasant class, 
which is estimated at 80 per cent of 
the Russian population, did not join the 
ranks of refugees as such, but as the 


1 For both the knowledge and the inspira- 
tion of this article, I am greatly indebted to 
Sir John Hope Simpson’s outstanding book, 
The Refugee Problem (issued under the aus- 
pices of the Royal Institute of International 
Affairs: New York: Oxford, 1939), and to 
the valuable co-operation of Mrs. Elena Var- 
neck of the Hoover War Library, Leland 


Stanford University, California.  . 
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soldiers of the defeated White Armies 
they actually formed the majority of 
the émigrés. The Russian emigration, 
therefore, is composed of groups of peo- 
ple scattered all over the world, and in- 
cludes persons ranking from the Impe- 
rial family and Court officials to those 
in the professions, men of science and 
artists of worldwide reputation, work- 
ers, farmers, and artisans. 

The comparatively small ideological 
and political group of leaders of this 
movement belong for the most part to 
the highly educated and cultured pro- 
fessional and intellectual classes of 
former Russia, and because of their 
qualities and abilities are more in the 
limelight of European public opinion 
than the average refugee, who, both in 
numbers and in quality of endurance 
in exile, presents by far a larger and 
more distressing aspect of the problem. 

The famine in 1921 and the move- 
ment of the armies backward and for- 
ward during the period of civil war con- 
centrated in the rear of those armies 
fairly large groups of civil population 
desirous of escaping from the estab- 
lished terror of the Reds and willing to 
face the unknown miseries of exile 
rather than bend before the usurpers of 
right and justice. 

During the war there had already 
been mass movements of population 
eastward, due to evacuation for mili- 
tary reasons, transportation of wounded 
and sick, and flight of peasantry from 
front regions. 

In 1918 the Soviet Government estab- 
lished its seat in Moscow, and after the 
peace of Brest Litovsk, there started a 
centrifugal movement of all anti-Soviet 
forces toward the borders of the former 
Empire. Later, these groups formed 
the nucleus of the White Armies. 
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POINTS OF DISPERSION 


Main centers of political leadership 
and military forces were formed in the 
south, east, north, and west. The move- 
ment and various episodes of the cor- 
responding armies present, historically 
and sociologically, events of such di- 
mensions that this article cannot pre- 
tend to analyze them. 

The border countries—Poland, Lith- 
uania, Finland, Estonia, and Latvia— 
established as independent states re- 
ceived the defeated Western Armies of 
General Yudenitch and a part of the 
Southern Armies of Generals Denikin 
and Wrangel. It is extremely difficult 
to give an accurate estimate of num- 
bers in the limitrophe countries, because 
of the confusion as to whom to regard 
as distinct refugees or as repatriots in 
the newly established states. 

The bulk of the Southern Army and 
its civilian rear concentrated in Odessa, 
the Crimea, and the district of Kuban 
on the Black Sea was evacuated to Con- 
stantinople, Gallipoli, Lemnos, Salonika, 
and the Balkan States. The total num- 
ber of refugees from South Russia in 
Constantinople and Near East centers 
was approximately 190,000 to 200,000. 

The collapse of the Archangel forces 
resulted in 12,000 refugees who were 
evacuated on British ships to England. 
Another 3,000 of those who came later 
through France and Germany gives an 
approximate number of 15,000 who 
were given shelter in England. Two- 
thirds of these moved on to other coun- 
tries, and only a comparatively small 
and select group settled definitely in 
England. 

The dispersion of the army of Ad- 
miral Kolchak in the Far East lasted 
throughout the years 1918 to 1922 and 
continued in more or less unequal waves 
up to 1935. Both the process of mi- 
gration and that of adjustment in China 
and Japan have been extremely painful, 


and the trans-Siberian trek has been 
the cause of inhuman suffering and of a 
tremendous loss of life from infectious 
diseases, famine, and untold hardships. 
The world will some day awaken to the 
unspeakable horrors of the Siberian 
death-trains in which human naked bod- 
ies, frozen stiff, loaded on train plat- 
forms like logs of wood, blocked whole 
lines of transportation for days and 
weeks. These wretched hordes that 
finally survived settled along the lines 
of the Chinese Eastern Railway in 
Manchuria, in the Korean port of Gen- 
san, in various towns (Mukden, Harbin, 
Tientsin, and Shanghai), and in East 
Turkistan and Mongolia. Part of this 
Far Eastern settlement emigrated to the 
Pacific Coast of the United States and 
laid the foundation of the White Rus- 
sian groups there centering in San Fran- 
cisco, Los Angeles, and Seattle. Ac- 
cording to Russian sources the Far 
Eastern group approximated 130,000 to 
160,000 refugees, a number which cor- 
responds fairly well with the Nansen 
figure of 130,000 remaining in the Far 
East in 1934? 


‘ STATISTICS OF REFUGEES 


In 1922, Dr. Nansen estimated that 
there were 1,500,000 refugees in Europe 
alone, in addition to those in the Far 
East. “The Nansen figures for 1936 
indicate the presence in Europe of 315,- 
312 Russian refugees and 130,000 in 
the Far East.”* The smaller figures 
are accounted for by naturalization, by 
excess of deaths over births, and by 
more accurate registration in the more 
or less established groups in 1936. 

One of the numerous statistical state- 
ments concerning the age, the status, 
and the constitution of the Russian ref- 
ugees is as follows: “In 1929 the ratio 


2John Hope Simpson, The Refugee Prob- 
lem, p. 80. 

3 Ibid., p. 80. 

4 Ibid, p. 81. 
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of males to females was 60.48 to 39.52 
per cent; that in 1929 the natural in- 
crease per 1,000 was 1.67, that among 
deaths 20.25 per cent were due to tu- 
berculosis, and 21.22 per cent to dis- 
eases of the heart.” * According to the 
estimates of the Refugee Service of the 
International Labor Office in 1926, we 
find indications that “41,486 people 
were registered as incapable of earning 
their living.”® In 1936 the war in- 
valids alone numbered 7,000 men, not 
counting the growth in old age and sick- 
ness due to very low standards of liv- 
ing and constant privation. 


RELIEF OF REFUGEES 


One of the greatest problems of the 
period 1920-22 was the unsanitary con- 
dition of these hordes of human beings, 
who carried with them germs of all 
kinds of infections, especially typhoid. 
Deprived of their belongings and half 
naked, they presented a picture not only 
of distress but of actual danger to the 
countries of refuge. 

Shortage of food, of clothing, of fuel, 
and of housing was relieved to a certain 
measure by joint funds and efforts of 
the British Government, which was re- 
sponsible for the evacuation of the Den- 
ikin army and its civilian rear, and the 
French Government, which had a pre- 
vious military agreement with General 
Wrangel’s forces to take part of the re- 
sponsibility for the resettlement of the 
units of his army, treating them as ci- 
vilian refugees, and to sponsor the vol- 
untary re-evacuation of a very limited 
number to Soviet Russia. 

The concentrated efforts of the Red 
Cross societies—especially the enormous 
funds and supplies given by the Ameri- 
can Red Cross in co-operation with pri- 
vate organizations, such as American 
Relief Administration, Y.M.C.A., Union 
Internationale de Secours aux Enfants, 


5 Simpson, The Refugee Problem, pp. 85-86. 
8 Ibid., p. 87. 


and others alleviated to a great extent 
the misery, the hunger, and the sick- 
ness in the emergency barracks that 
gave shelter to thousands. The Ameri- 
can Red Cross in Constantinople aided 
the efforts of the Russian organizations 
Zemgor and the Russian Red Cross to 
feed 17,000 people daily. 

When in July 1921 the French Gov- 
ernment declared its intention to dis- 
continue its contributions toward the 
relief of the remaining 38,000 refugees 
in Constantinople, the situation became 
so acute that an International Commit- 
tee was formed and arrangements made 
for the American Red Cross to continue 
relief until the final re-evacuation of ref- 
ugees to countries of settlement was 
completed. The American Red Cross 
spent a total of $6,500,000 in cash and 
supplies’ for relief in Constantinople 
between February 1920 and June 1923. 


Dr. NANSEN’s WORK 


When it became evident that a co- 
ordinated international plan of help to 
refugees was indispensable, the Council 
of the League of Nations, in its session 
of June 27, 1921, resolved to elect a 
High Commissioner. This honor and 
task was given to Dr. Fridtjof Nansen, 
the internationally esteemed Polar ex- 
plorer and humanitarian. 

At first, the idea was generally enter- 
tained that the Soviet Government 
could be persuaded to repatriate a num- 
ber of the refugees, at least those who 
had not been its active opponents. But 
this plan very soon proved unfeasible. 
The attitude of the Soviet Government 
was absolutely discouraging. Not the 
remotest assurance of immunity for re- 
patriated refugees could be hoped for. 
The task, therefore, became one of defi- 
nition and regulation of the status of 
refugees, measures for employment and 
resettlement, repatriation, and co-ordi- 
nation of assistance. During 1921 to 

T Ibid., p. 174. 
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1924, Dr. Nansen organized dispersion 
from the chief points of concentration, 
co-ordinating efforts, and raising funds 
for this purpose. Sizable government 
contributions were made by Great Brit- 
ain and France, while Yugoslavia, Bul- 
garia, and Czechoslovakia opened their 
countries for permanent refuge. 

The continuous ebb and flow of these 
numberless human lives that were 
tossed back and forth across the borders 
of foreign countries presented a terrible 
picture of human woe and misery, and 
at the same time one of unheard-of 
heroism and endurance. Uprooted, 
homesick, completely unprepared for 
readjustment, unacquainted with West- 
ern ways of life, they had no one to fall 
back upon but themselves and the ef- 
forts of the various charitable and relief 
organizations. 

In 1922 an Intergovernmental Con- 
ference decided to issue an International 
Certificate of Identity to Russian ref- 
ugees who had been deprived of Rus- 
sian nationality as a result of two de- 
crees issued by the Soviet Government 
in 1921. The validity of this document 
was restricted to a period of one year 
and did not confer the right to return 
to the country where it was issued with- 
out special permission, and on the other 
hand it could be extended only in the 
country where it had been issued. Al- 
though it gave its bearers some measure 
of legal protection and the possibility 
of travel, the inherent restrictions and 
limitations have helped to stamp the 
Russian refugee all over the world mate- 
rially and psychologically as the “Eter- 
nal Refugee.” The issue of Nansen 
Passports was accepted by fifty-three 
countries. In 1926 provisions were 
made to improve this document, and 
some of its limitations were retracted. 


Work oF I.L.O. 


In 1924 Dr. Nansen could no longer 
cope with the problems of definite re- 


settlement and employment, so he asked 
for the co-operation of the International 
Labor Office, which undertook serious 
investigation of possibilities of coloniza- 
tion in South America. The Interna- 
tional Labor Office tried to include 
aliens in Europe in the general plan of 
protection of labor which might have 
solved one of the major problems of 
normal assimilation of refugees instead 
of stigmatizing them as the “undesir- 
ables” and practically giving them no 
chance of becoming self-supporting and 
efficient. 

During the years 1925 to 1929 the 
Refugee Service of the International La- 
bor Organization contributed to the 
cause by placing some 60,000 people in 
jobs chiefly in France, and 1,000 in 
South America® The governing body 
of the International Labor Organization 
gave up its plans of colonization, chiefly 
for reasons of inadequate funds at its 
disposal and of the increase of the 
economic depression the world over. 


LIQUIDATION OF NANSEN OFFICE 


Dr. Nansen died in 1930, and the 
League Assembly of 1931 fixed Decem- 
ber 1938 as the date of liquidation of 
the activities of the Nansen Interna- 
tional Office for Refugees which had 
been established in 1931 as an autono- 
mous body responsible to the League 
Council. Any efforts to extend the ac- 
tivities of the Nansen Office met with 
the unyielding opposition of the Soviet 
representative, who “objected to any 
form of protection to White Russian 
Refugees.” ° 

The Nansen Office had two different 
functions, corresponding to the two ma- 
jor aspects of the refugee problem—the 
juridical and the humanitarian. With 
the liquidation of the Nansen Office and 
the formerly established High Commis- 
sionership for Refugees from Germany, 


8 Simpson, The Refugee Problem, p. 207. 
9 Ibid} p. 219. 
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the juridical functions at present are to 
be absorbed by the office of a High 
Commissioner for Refugees, entirely in- 
dependent of the two former offices. 
The High Commissioner’s duties are not 
to include any humanitarian activities, 
nor does he undertake any responsibil- 
ity for the winding up and administra- 
tion of the revolving funds of the Nan- 
sen Office, partly allocated to those 
purposes. 


STATUS OF REFUGEES 


In the early years of emigration the 
principal centers of Russian exile be- 
came Constantinople, Berlin, Paris, 
Warsaw, Prague, Belgrade, Sofia, and 
Harbin. 


In France 


France, and more exactly Paris, has 
now the greatest number of Russian 
refugees, and should be regarded from 
the intellectual and spiritual point of 
view as the center of Russian exile life 
in overseas countries excluding the Far 
East. The census of 1931 gives a num- 
ber of 71,928 aliens and 10,972 nat- 
uralized “Russians. Children born in 
France of alien or stateless parents are 
French until they attain majority, and 
are not included in the census. The 
intellectual colony of Paris includes all 
varieties of political groups from the 
autocratic royalist to the extreme left. 
Legal protection is given in France by 
the representative of the Nansen Office, 
with the co-operation of “Offices 
Russes” in Paris, Marseille, and Nice, 
who have to a minor extent kept the 
functions of the former consulates. The 
Central Office under Director B. Makla- 
kov, prominent lawyer and member of 
the first Duma, acts in behalf of the 
regional offices as a link with the Nan- 
sen Office and the Ministry of Foreign 
Affairs. This office is strictly neutral in 
political questions, but its authority in 
questions of legal rights of refugees is 
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recognized both in France and by simi- 
lar Russian organizations in other coun- 
tries. 


The press 


The Russian emigrant press is well 
represented in Paris and other centers, 
but space does not allow for an enumer- 
ation of even the principal and largest 
dailies and journals. There are many 
publishing enterprises, although the de- 
pression affected this branch of Rus- 
sian emigrant life very severely, and the 
catalogues of Russian book stores in 
every world capital still offer new titles 
each year. The Contemporary Annals, 
a periodical of distinguished merit, lives 
up to the old and best traditions of Rus- 
sian literature, including as writers 
great figures like Merezhkovski (1865), 
Bunin (1870), winner of the Nobel 
Prize of 1933, Kuprin (1870), Schmelev 
(1875), Aldanov (1886), and the 
younger generation of writers as Sirin, 
M. Zvetaeva, and others. 


The Orthodox Church 


A unifying factor and one of pres- 
ervation of Russian spirit, Russian 
traditions, and Russian culture, is the 
Russian Church in exile. One of its 
important features is the Theological 
Academy in Paris, the only one in the 
world that thoroughly serves the needs 
of Russian theological students. The 
faculty includes such outstanding au- 
thorities in the field of philosophical 
and theological training as Professors 
S. Bulgakoff, N. Berdiaev, Florovsky, 
Kartashev, and Zenkovsky. The Rus- 
sian Student Christian Movement works 
in connection with the religious Philo- 
sophical Academy in Paris founded by 
Professor Berdiaev. The Theological 
Academy is financially supported by 
small donations from Russian Church 
communities in different countries, but 
its security resides mainly in the sums 
brought forward by the Russian Church 
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Aid Fund in England, the Fellowship of 
St. Andrews in Scotland, the American 
Protestant Episcopal Church, and the 
Church Aid Committee in Switzerland. 


Labor 


Because the right of political asylum 
does not in some countries imply the 
“right of labor,” France in this regard 
has been the cause of extreme distress 
to the Russians. Not only do the ref- 
ugees work in conditions of heaviest 
manual labor, but their position is one 
of complete instability because of the 
changing laws and regulations of labor. 
Continuously changing policies due to 
political and economic reasons deprive 
the refugee classified as alien of the 
“worker’s identity card.” The result is 
that the situation of thousands of Rus- 
sian refugees in France has become 
desperate. 

In 1938 France introduced military 
service for the Russian refugees, with- 
out, however, granting them the rights 
of citizenship or equality in labor. 


Refoulement 


Another source of misery, practiced 
also to a great extent in France, is the 
so-called refoulement. For minor of- 
fenses and sometimes without any of- 
fense, merely owing to reasons beyond 
the refugee’s control, individual refugees 
or groups of them are expelled by the 
country of refuge before they have ob- 
tained formal permission to enter an 
adjacent country. The misery which 
this creates needs no description. In 
this respect the situation of the Russian 
and the German refugee is equally bad. 


Border states 


Speaking in very general terms, one 
may say that the situation of the Rus- 
sian refugee in the border states varies 
according to the situation of minorities 
in those states. In Poland, Estonia, 
Latvia, and Lithuania, the standard of 


living of the nationals is very low, as 
well as that of the Russian and Ukrain- 
ian minorities. Many cases of natural- 
ization have taken place in Estonia, 
Latvia, and Lithuania, and though this 
provides a technical solution of the ref- 
ugee problem and converts the refugees 
into a minority making them second- 
rank citizens, it certainly is not a rem- 
edy for human misery. The measure of 
their adjustment and social welfare is 
determined not only by their official 
treatment, but also by the general atti- 
tude toward them of the government 
and the native population. The ani- 
mosity of numerous local authorities in 
Poland toward the Orthodox communi- 
ties, resulting in open persecution and 
destruction of Orthodox churches, the 
prohibition of the use of the Russian 
language and Old Slavonic in churches 
in Poland and Estonia, the pressure ex- 
ercised on the refugees to break with the 
traditions of the past, a general system 
of enforced “nationalization” as in Lat- 
via, and innumerable other sociological 
and psychological factors in mutual re- 
lationship still make the problem acute 
and far from being solved in those 
countries. 


Poland 


An interpellation in the Parliament 
at Warsaw has been recently made by 
Dr. Stephan Baran, Russian minority 
député, which disclosed the following 
facts: 1° 

The Polish Government’s campaign 
against the Russian subjects’ religion, 
churches, culture, and civil rights is 
going on unabated since Poland re- 
gained her independence and obtained 
the Russian- and Ukrainian-populated 
territories of Volyn, Chelm (Kholm). 
The demolition of the Russian Cathe- 


10 From a leaflet, in the English language, 
published by the Martha and Mary Sisterhood 
of the Russian Orthodox Church in Bronx, 
N. Y. 
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dral in Warsdw-may have been justified 
in the eyes of the Poles by the fact that 
the Russian Imperial Government built 
it, as if for spite, in the central square 
where Polish kings used to review their 
troops. But now there continues the 
demolition of poor, small churches built 
and supported by private Russian com- 
munities of law-abiding citizens. For, 
as in other countries which gave them 
refuge, so also in Poland, Russian exiles 
and settlers are a conspicuously law- 
abiding element. “A photograph shows 
the local Russian population assembled 
in worship around the stones and tim- 
ber of what was their former church. 
. . . The local authorities demolished 
even Russian churches built after the 
World War . . .”—that is, those that 
had not even a shade of connection with 
the hated Imperial past. “Orthodox 
priests who, at the request of the Rus- 
sian population, attend to the religious 
needs-—-rites of baptism, burial, etc.— 
are being arrested by Polish authori- 
ties,” fined, imprisoned, and exiled. 

An appeal against these persecutions 
was submitted to the Polish Govern- 
ment on July 16, 1938, by seven senior 
dignitaries of the Russian Church in 
Poland, but without result. Signifi- 
cantly, the leaflet remarks that “it is 
only the public opinion of free America 
that can stop this crime perpetrated 
against the spirit and liberty of con- 
science of a law-abiding people.” 


Finland 


Finland has proved very loyal and 
open-minded in establishing the status 
of the Russian refugees. Their treat- 
ment has been generous and fair; the 
Russian refugee organizations and Rus- 
sian cultural life are undisturbed and 
are even sponsored by the national 
organizations. 


Balkan countries 
Of the Southern Slav countries, the 


refugees enjoy the most liberal and 
benevolent treatment in Yugoslavia and 
Bulgaria. There exist a kinship of race 
and religion, an affinity of cultural tra- 
ditions and language, and a historical 
sense of gratitude to the bigger brother 
now in distress. Equality in rights and 
labor, if not always regulated by law, 
are practiced with the greatest generos- 
ity. There is close co-operation be- 
tween the authorities in these countries 
and the Russian welfare organizations, 
especially the Russian Red Cross, and 
the Union of War Invalids. In both 
these countries, in spite of these favor- 
able conditions, there is a great number 
of disabled and unemployed people for 
whom support administered by the gov- 
ernment through Russian organizations 
is insufficient, and the poverty among 
these groups is extreme. The Russian 
emigration in Rumania consists largely 
of peasants and cossacks of Wrangel’s 
army, workmen, artisans, and minor 
employees. They are subject to all re- 
strictions on alien labor, and unemploy- 
ment among them is very high. 


Czechoslovakia 


As a country of refuge, Czechoslo- 
vakia should be ranked among the most 
generous and well-intentioned toward 
the great number of refugees that were 
offered hospitality. This included study 
facilities, establishment of a number 
of cultural institutions, Russian and 
Ukrainian university faculties and 
schools, and enormous sums for relief 
assigned to special groups of intellec- 
tuals, war invalids, tubercular patients, 
children, and otherwise disabled. 

Of the 22,000 Russian and Ukrain- 
ian refugees in 1922, there remain now 
approximately 6,000 to 7,000, The 
“Action Russe” was started in 1921 and 
aimed to preserve Russian culture and 
education of Russian students with a 
view to their subsequent repatriation. 
Valuable cultural centers in Prague were 
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subsidized by the government, i.e.: the 
Historical Archives, the Russian sec- 
tion of the Slavonic Library, The Rus- 
sian People’s University, the Economic 
Research Study of Professor Prokopo- 
vitch, the Kondakoff Institute with an 
outstanding collection of Byzantine 
iconography and library, and the His- 
torical Emigration Museum. 

The Central European events of Oc- 
tober 1938 proved tragic not only to 
the small, brave, and generous nation, 
but equally to those who profited by 
Czech hospitality and aid. The status 
of the Russians today is becoming one 
of urgent need of help. 


United States of America 


The United States represents the 
promised land to all aliens who enter 
the country legally under the existing 
immigration laws, and, therefore, the 
country best suited to the normal as- 
similation of the refugee and to the 
solution of his problems. 

In the period of largest influx the 
Russian Refugee Relief Society of 
America, created for the emergency, 
took a leading part at this receiving end. 
On completing the major task of recep- 
tion and placement, it disbanded. Other 
organizations more permanent in char- 
acter both served the emergency and 
carry on until the present time. Among 
these are the International Institute of 
the Y.W.C.A. and the New York 
Y.M.C.A. The Foreign Language In- 
formation Service aids in the adjust- 
ment to American life and in removing 
discrimination on account of foreign 
nationality, encourages the folk arts of 
the foreign-born, and promotes a fuller 
recognition of the incoming peoples and 
cultures. The National Institute of Im- 
migrant Welfare led in securing the 
Immigration Act of 1934 enabling 
nearly 1,500 Russians to legalize their 
status by meeting a few simple require- 
ments to prove that their state of politi- 


cal exile made deportation a refurn to 
imprisonment or the “supreme penalty.” 

The Russian refugees to America, in 
return for what they received, brought 
cultural riches in abundance. This emi- 
gration was characteristically of the 
more highly educated classes, including 
many with earlier recognition in their 
mother country. They have furnished 
professors, scientists, artists, engineers, 
aviators, physicians, and lawyers." 

Special mention is due the Russian 
Student Fund, Incorporated, under the 
direction of a distinguished committee 
chairmaned first by Mr. Norman H. 
Davis and later by Dr. Stephen P. 
Duggan. Conceived as a loan arrange- 
ment whereby Russian émigré students 
could complete their university courses, 
the Fund has contributed to the educa- 
tion of 540 students. 


The Far East 


The Far Eastern Russian refugee 
groups are concentrated in China proper 
(Shanghai) and in Manchuria (Har- 
bin), and scattered in Korea and else- 
where. There has been no stability in 
the settlement of these groups, and 


_ there still continues an influx from the 


Soviet borders of peasants unwilling to 
adapt themselves to collective farming, 
of political dissidents, and of the few 
who are still brave enough to escape 
from the Soviet paradise. 

The total number of refugees, accord- 
ing to the latest census, is 95,500 for the 
whole of China, which in itself presents 
a major refugee problem.1? The com- 
plexity of this problem cannot be 
touched here, and is included in the 
article in this issue “Refugees in the 
Far East” written by Cyrus H. Peake. 

11See Y. Chyz and J. S. Roucek, “Russian 
Americans,” in F. J. Brown and J. S. Roucek 
(Eds.), Our Racial and National Minorities 
(New York: Prentice-Hall, Inc., 1937), pp. 
200-210. 

12 John Hope Simpson, Tke Refugee Prob- 
lem, p. 499. 
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The aim here is solely to stress the fact 
that unemployment is very high, and 
that in Manchuria the situation of those 
who are not settled on the land is des- 
perate. With the introduction of Jap- 
anese trade in occupied territory, as in 
Shanghai, the refugees are not able to 
compete in business, and the immediate 
result has been an alarming situation, 
even compelling women and girls to en- 
gage in prostitution as the only means 
of supporting themselves and their 
families. 

Quoting again the work of Sir John 
Hope Simpson, attention should be 
drawn to the fact that “in the case of 
Manchuria things could scarcely be 
worse from the refugee standpoint, and 
unless steps of some kind are taken the 
mass of emigration there will sink into 
a condition of moral degradation and 
economic misery which will disgrace 
Western civilization.” +° 


RUSSIAN AND GERMAN REFUGEES 
COMPARED 


In trying to draw a parallel between 
the problem of the Russian and the Ger- 
man refugee, it will not be points of 
similarity—-they are sufficiently evident 
of themselves—but the points of di- 
vergency that will be stressed. 

The Russian exile was a political 
and military mass movement of some 
two million terror-stricken, half-naked, 
wounded, and sick people, disorganized 
and destitute. The German exile has 
more or less gradually grown out of the 
political events of the last five years in 
Germany and Central Europe, and, 
however cruel and illogical, still is more 
or less an organized migration preceded 
often by preparatory training for the 
new conditions of life in the chosen 
countries of refuge. 

The Russian refugee had no con- 
genial community to fall back upon; 
the German refugee while still in his 

13 Simpson, The Refugee Problem, p. 513. 

. e 


homeland is assisted from within and 
without by Jewish and international or- 
ganizations, and in countries of refuge 
falls back upon an extremely well or- 
ganized, financially strong, and com- 
petent community of his own. 

Under the dictatorships the situation 
of the prospective emigrants also differs 
greatly. In Germany, there are still 
ways and means of getting at people in 
concentration camps, of bargaining for 
their property and money, and of plac- 
ing them in countries for waiting pe- 
riods prior to definite emigration and 
resettlement. In Soviet Russia, the 
dungeons and camps are absolutely 
closed to any and all external efforts to 
relieve the suffering of the numberless 
victims who spend decades in prisons 
and forced labor camps. According to 
Soviet sources, those who “would be 
prospective emigrants” numbered in 
1938 5,500,000 people (including 9,500 
priests of Orthodox faith). 

There is similarity and yet diver- 
gency, too, in that the aim of the 
western dictatorship is to destroy the 
traditions, the cultural value, the very 
history of the Jewish race. The perse- 
cution in Russia is directed without any 
exception of race toward the millions of 
those who do not accept the new reli- 
gion and whose only fault often is the 
unuttered desire for individual and re- 
ligious freedom. 


CoNCLUSIONS 


One of the criticisms that might be 
made of the Russians in exile is that, to 
a deplorable degree, they lack the abil- 
ity of pleading their cause before the 
world and of concerted action. To en- 
dure in silence seems to many Russians 
easier than to organize a group and 
make their grievances public. Adver- 
tising and publicity talent is rarely to 
be found among Russians. The penalty 
for this lack is continuously being paid 
by individuals, groups, and whole col- 
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onies of these Russians outside their 
native country. 

Twenty years of exile have, therefore, 
not solved the problem of the Russian 
refugees. “Political asylum” without 
the right to work, without giving the 
refugees an equal status with the na- 
tionals, places them in a physical and 
moral ghetto where they cannot become 
self-supporting, aggressive, and useful 
members of the community. 


The existing conditions in France, in 
Czechoslovakia, in some of the border 
and Balkan states, and in the Far East, 
as mentioned -above, demand the allot- 
ment of adequate funds to provide for 
the shelter of the disabled and the aged, 
and for financing a plan of re-emigra- 
tion from countries where normal labor 
is unavailable to those which can still 
assimilate new groups of alien popula- 
tion. 


Mrs. Tatiana Schaufuss has been connected with 
The American Committee for Christian German Ref- 
ugees, New York City, since the fall of 1938, having 
previously worked since 1934 in the Emigration De- 
partment of the Czechoslovak Red Cross in Prague. 
She is a trained nurse, having worked professionally 
in St. George’s Training School for Nurses of the Rus- 
sian Red Cross in St. Petersburg, and in hospitals and 
dispensaries, from 1916 to 1933, and was executive sec- 
retary of the Professional Union of Graduate Nurses 


in Russia. 


Refugees in the Far East 
By Cyrus H. PEAKE 


HE Sino-Japanese conflict which 

began in July 1937 has brought 
about an internal refugee-migratory 
movement in China which from the 
point of view of the number of persons 
involved constitutes one of the largest 
such movements in the history of all 
mankind. It is generally estimated that 
some thirty million persons have been 
temporarily or permanently driven from 
their homes by the fighting which has 
extended over an area equal in extent to 
about one-third of that of the United 
States. Chinese and foreign war cor- 
respondents have estimated that sixteen 
million people have fled westward out of 
the Shanghai-Nanking-Hangchow trian- 
gular area alone. Hangchow, which 
had a population of 600,000, has now 
only about 100,000, while Nanking’s 
population has been reduced from a 
million to 300,000. In large areas in 
north China one-fourth of the popula- 
tion has fled before the advancing Jap- 
anese armies. 

The amount of human suffering, 
death, and disease which has accom- 
panied this forced migration is beyond 
human imagination to encompass. The 
brutal and stupid policy of the Japanese 
militarists designed to browbeat the 
Chinese people into accepting their 
overlordship has resulted in one of the 
greatest man-made tragedies in the his- 
tory of the race. 

Throughout the world, from the be- 
ginnings of human civilization to the 
present, migratory-refugee movements 
such as the one under way in China, 
whether caused by wars, famines, pesti- 
lences, or religious and political perse- 
cutions, have constituted one of the 
most influential and persistent factors 
in the growth and spread of civilization 
and the occupation and exploitation of 
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the habitable portions of the world’s 
surface. The full consequences of the 
present migratory movement in China, 
only the future can disclose; but al- 
ready it is clear that the migration of 
tens of thousands of China’s officials, 
intellectuals, and trained factory work- 
ers, and hundreds of thousands of peas- 
ants into the underdeveloped southwest, 
which is still under the control of the 
Nationalist Government’s armies, will 
greatly hasten and advance the develop- 
ment of that area. 


ANCIENT MIGRATIONS 


We are witnessing today another oft 
repeated chapter in China’s long his- 
tory. It was in 214 B.c. that the Ch’in 
Emperor Shih Huang Ti after conquer- 
ing the southeast coast regions gathered 
together idle refugees, vagabonds, and 
criminals and settled them there to de- 
velop and hold the area for his empire. 
It was a policy initiated by his prede- 
cessors and frequently resorted to by 
the emperors of succeeding dynasties. 
It is recorded that Han Wu Ti (140- 
87 B.C.) undertook to colonize the 
southern part of present Manchuria 
with refugees to aid in extending his 
power to the northeast. At another 
time he sent 700,000 poor refugees, suf- 
ferers from a flood, to a semiarid region 
to the north of the great bend in the 
Yellow River, where an attempt was 
made to irrigate and develop the region. 
After another great flood he sent a large 
number of refugees to the Huai River 
region in central China. 

The frequent conflicts with the bar- 
barians on the northern frontiers, re- 
sulting in the setting up of alien dynas- 
ties such as the Wei, the Ch’in, the 
Mongol, and the Manchu, were all ac- 
companied by southward migrations 
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and the further opening up and develop- 
ment of the regions south of the 
Yangtze. Thus the Hakkas, a name 
given by the southerners to these north- 
ern migrants, are presumed to have 
moved and settled for the most part in 
the present provinces of Fukien and 
Kwangtung in successive waves after 
each of these major barbarian invasions. 
The movements were especially large 
after the fall of the southern Sung dy- 
nasty before the all-conquering Mongols 
in the thirteenth century.1 Many fled 
as far as Annam, where they assisted 
further in the Sinicization of that area. 
A few, such as Li Chu-jin, a famous 
scholar, fled to Japan. With the down- 
fall of the Ming and the establishment 
of the alien Manchu dynasty in 1644, 
similar migrations occurred. 


OVERSEAS EXPANSION 


After the beginning of modern times 
Chinese migratory movements began to 
extend beyond the limits of the Empire 
despite prohibitory edicts against such 
emigration,’ By the nineteenth century, 
overseas expansion had attained con- 
siderable volume, which, combined with 
natural increase, had reached a figure 
of about 500,000 who were residing 
overseas by 1860. The number today 
runs about ten million in all, the ma- 
jority of whom reside in the Philippines, 
British Malaya, the Dutch East Indies, 
Siam, and Burma, where they have had 
until recent years at least predominant 
control of the retail trade in those coun- 
tries, 

Refugees in the strict sense of the 
word, however, make up but a small 


i1See T’ing-yu Hsieh, “Origin and Migra- 
tions of the Hakkas,” Chinese Social and Po- 
litical Science Review, Vol. XITI, No. 2 (April 
1929), pp. 202 ff. For a suggestive discussion 
of past and contemporary migration move- 
ments in Eastern Asia see Owen Lattimore, 
“The Mainsprings of Asiatic Migration,” in 
Isaiah Bowman (Ed.), Limits of Land Settle- 
ment (New York, 1937), pp. 119-35. 


fraction of this overseas emigration. 
The refugee problem in the Far East 
as a whole differs from that in the West 
in this regard. Other countries have 
not been faced with the task of helping 
to domicile such refugees within their 
own borders. Restrictive immigration 
laws have operated in most Western 
countries, or regions under the control 
of such countries, to prevent any large 
influx. In the West, refugees fleeing to 
other lands from political, religious, and 
racial persecution constitute a major 
portion of the total number of emi- 
grants. In the as yet more tolerant and 
compromising East, the number of such 
refugees in relation to the total emigra- 
tion comprises but a very small fraction. 

Chinese political refugees such as Sun 
Yat-sen, K’ang Yu-wei, and Liang Ch’i- 
ch’ao have found safety in the foreign- 
controlled settlements in China itself, as 
well as in Japan and temporarily in the 
West. Korean nationalists have like- 
wise found refuge in the International 
Settlement at Shanghai, in Eastern Si- 
beria, and a few in Western countries. 
Inability to become citizens of most 
Western countries makes their lot an 
unhappy and precarious one, coupled 
with the fact that not only the imme- 
diate but even remote members of their 
families and relatives whom they have 
left behind may be persecuted for their 
activities. Relaxing of immigration 
laws against Orientals sufficiently to al- 
low the well-educated among them and 
the members of their immediate families 
to become citizens would at once be a 
humanitarian gesture and give strength 
to liberal, democratic, and nationalist 
movements in Asia. 


MOVEMENTS INTO MANCHURIA 


Within recent decades the largest ref- 
ugee migration movement within China 
has been into the rich and undeveloped 
regions of Manchuria and to a smaller 
extent Mongolia. The Manchus, until 
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the last few years of their reign, had 
been for the most part successful in pre- 
venting the Chinese from settling in this 
their original homeland. Nevertheless, 
through the centuries the Chinese con- 
tinued to seep into regions just north of 
the Great Wall. Yet when the country 
was thrown open to them in the first 
part of the century, in an effort to hold 
it against Russian and Japanese aggres- 
sion, there were considerably fewer than 
ten million there. Now the population 
of Manchuria is over thirty million. 
The influx was especially large during 
the twenties, when around a million a 
year were fleeing there to escape fam- 
ine and war in China proper. A sizable 
percentage of these remained perma- 
nently, and were originally refugees in 
the strict sense of the word. 

Since the establishment of Manchu- 
kuo in 1932 this migration has been 
rigidly controlled by the Japanese, with 
the result that there has actually been 
a net loss—more leaving than arriving 
—as the rigorous policy pursued by the 
Government has resulted in a reverse 
flow of refugees back to China, particu- 
larly of members of the wealthier mer- 
chant class and the official class. The 
Japanese have now closed Manchuria 
to further settlement by Chinese from 
China proper, having earmarked the re- 
maining portions of unused land for 
colonizers from the oppressed agrarian 
regions of Japan proper, and to some 
extent for Koreans driven from their 
more fertile lands in Korea by govern- 
ment-favored Japanese colonists. Po- 
litical as well as economic considera- 
tions dictate this policy, as it helps to 
strengthen Japanese control in these 
regions.” 

That Manchuria has also been a 
haven of refuge for Koreans fleeing op- 
pressive economic and political condi- 
tions in Korea is indirectly evidenced in 


2 Fifth Report on Progress in Manchuria, to 


1936 (Dairen, 1936), pp. 121-28; 170-71. 


a number of studies. In 1910 when the 
Japanese absorbed Korea into their 
Empire, it was estimated that there 
were only about 55,000 Koreans in 
Manchuria. Now the number has 
grown to over 650,000. The Japanese, 
since acquiring complete control over 
Manchuria in 1932, have been setting 
up Chosenese (Korean) Farm Settle- 
ments through the East Asia Land De- 
velopment Company to settle the float- 
ing Korean population in Manchuria 
and to induce unemployed Chosenese 
farmers in Korea to settle in Manchu- 
ria. The promoters of the company ex- 
pect 60 per cent of the settlers to con- 
sist of Koreans already in Manchuria, 
while the rest will come from Korea. 
The purpose of it all is to assist “. . . the 
authorities in their delicate [sic] task 
of preserving peace and order.” 3 Here 
is indirect evidence of the reported dif- 
ficulties the Japanese are having after 
nearly thirty years of rule to control 
Koreans even in Korea itself, where 
they have had to station as many troops 
as England employs to rule India. 


OPPRESSION OF KOREANS 


It is as difficult to’estimate what per- 
centage of the Koreans who have left 
Korea are refugees in the strict sense 
of the word as it is to estimate what 
percentage have left for political rea- 
sons as opposed to economic. One in- 
vestigation made among two hundred 
Korean families in Manchuria disclosed 
that only seven had left for political 
reasons. This is obviously too small a 
percentage, as during the years 1917- 
20, when a strong Korean nationalist 
movement was under way in Korea, ac- 
companied by excessive police brutali- 
ties and persecutions, Korean emigra- 
tion to Manchuria greatly increased.* 


3 Ibid., pp. 126-28. 

4 Hoon K. Lee, “Korean Migrants in Man- 
churia,” The Geographical Review, Vol. 22, 
No. 2 (April 1932), pp. 196-204. 
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The fact that economic conditions 
have grown steadily worse among the 
peasant classes in rural Korea in recent 
decades has been a more potent cause 
of refugee migratory movements both 
within Korea and to Manchuria and 
Japan. According to a Korean govern- 
ment study in 1925, 


the economic strength of the farmer classes 
below the small part-owners and the me- 
dium tenants is weakening step by step. 
When they meet with floods and droughts, 
they have to change their occupation or 
else leave the village. 


Of 150,102 that have had to change 
their occupation or status or leave their 
homes in recent years, 69,644 became 
farm laborers, 25,308 went to Japan, 
23,725 became small peddlers, and 
4,123 migrated to Manchuria and Si- 
beria.5 

Aggravating this situation was the 
government’s policy of settling Jap- 
anese in the more fertile lands of south 
Korea. The Oriental Development 
Company was organized in 1908 for 
this purpose. By 1930 the company 
owned 302,000 acres, and it is the larg- 
est landlord in Korea. In the decade 
1920-30 some 200,000 Japanese were 
brought in and settled on the land, forc- 
ing out large numbers of Korean farm- 
ers. “There are many instances . . . in 
which a whole Korean village commu- 
nity is replaced by Japanese settlers in- 
vited by the company.”* In conse- 
quence, Korean feeling toward the com- 
pany’s colonization program has been 
very bitter. In addition, other Jap- 
anese settlers own and control 474,542 
acres. There is thus no less than 775,- 
000 arable acres under Japanese con- 
trol, or about 20 per cent of the total 
area of paddy fields.’ It is not sur- 


5 Hoon K. Lee, Land Utilization and Rural 
Economy in Korea (Shanghai, 1936), pp. 
268 ff. 

6 Ibid., p. 284. 

7 Ibid., pp. 149, 288. 


prising, therefore, that standards of liv- 
ing among Korean farmers have been 
declining, while tenancy has been on 
the increase, rising from 50 to 60 per 
cent between 1919 and 1936. A special 
class of squatters has arisen amounting 
to 126,000 families or 623,000 people, 
consisting in large part of peasants 
driven from their lands to the less fer- 
tile wooded regions of north Korea. 
Starvation is widespread among them, 
and from their numbers emerge partisan 
bands who have given the Japanese no 
end of trouble in carrying forward their 
“delicate task of maintaining peace and 
order.” 


REFUGEES IN JAPAN 


Koreans who have fled to Japan from 
these intolerable conditions have pre- 
sented the Japanese authorities with a 
serious problem. Their numbers in- 
creased from 41,000 to 419,000 between 
1920 and 1930. In Japan they receive 
half or less than half the corresponding 
wages received by Japanese laborers for 
the same classes of work. Hence they 
constitute a depressing element in the 
wage scales of the Japanese workers. 
The estimated slaughter of some 400 of 
them at the time of the great earth- 
quake in 1923 by the Japanese populace 
had economic as well as political causes. 
Despite their extremely low wage scale, 
not all of them can find work, and many 
of them become definitely refugees liv- 
ing on relief. Thus an unemployment 
census in Osaka recently disclosed that 
61 per cent of the total registered un- 
employed were Koreans. Efforts have 
been made in recent years to control 
this unwanted immigration. 

The refugee problem in Japan has 
been by no means as severe or recur- 
rent as in China. During the Toku- 
gawa period (1603-1867) conditions 
became worse in rural Japan, largely 
because of excessive taxation, and re- 
sulted in large-scale migration from 
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country to town, bringing with it an 
actual decrease in the rural population. 
There were frequent epidemics and oc- 
casional severe famines. Most of these 
factors have been operating to the very 
present, resulting in frequent peasant 
uprisings of a local character which so 
far the state has easily controlled. 

Thanks to the continued existence of 
the family system, the state has not 
been presented with temporary relief 
problems of any great magnitude. Thus, 
after the great earthquake of 1923, lit- 
erally hundreds of thousands fled the 
stricken cities of Yokohama and Tokyo, 
finding their way back to their ancestral 
homes in other parts of the country, 
where they lived for a time and were 
then furnished with the funds to re- 
turn and rebuild their homes and shops. 
The government had only to care for 
some 20,000 refugees in that trying pe- 
riod. Nor has the government been 
confronted with any large influx of for- 
eign refugees. Very few of the White 
Russian refugees, for example, found 
their way to Japan after the Russian 
revolution of 1917. 


WHITE RUSSIAN REFUGEES 


It is estimated that over 150,000 
White Russian refugees fled to the Far 
East from 1920 on, the vast majority 
remaining in Manchuria and China 
proper. The city of Harbin in 1922 
had 155,000 of them. By 1935 this 
number had declined to about 55,000, 
and 15,000 others were living in other 
parts of Manchuria. Most of them in 
Manchuria as well as in Shanghai and 
other parts of China proper have con- 
tinued to the present to exist in abject 
poverty. According to one semiofficial 
report, the living conditions of White 
Russians in Manchuria since Japanese 
occupation has become gradually worse.® 


8 Anonymous, “White Russians in Manchu- 
kuo,” Contemporary Manchuria, Vol. I, No. 3 
(Sept. 1937), p. 25. 


Their fate in the areas under Japanese 
control is an especially trying one, as 
they are under constant surveillance 
due to the suspicion that many are spies 
of the Soviet Union. Those who settled 
in Shanghai have met a better fate, as 
international relief organizations have 
come to their assistance. However, 
their movements out of Shanghai into 
other parts of China have been severely 
curtailed by exorbitant passport and 
visa fees. Fear that Communists are 
present among them has been a factor 
there, as in Manchuria, in restricting 
their movements. 

It is estimated that among the Rus- 
sian refugees in China, 13,500 are Jews. 
Among the 1,500 additional Jews, about 
1,200 have come from Europe and 300 
from India. Most of them live in the 
three cities of Tientsin, Harbin, and 
Shanghai. There have been Jews in 
China as far back as the thirteenth cen- 
tury, where they continued to live sub- 
ject to no special religious or racial per- 
secution, a factor which facilitated their 
earlier complete absorption into the 
Chinese milieu. Even at present they 
are subjected to no such persecution. 
Whether that will be true of Jews in 
Japan-controlled Manchuria is very 
doubtful. Recently it was reported 
that Jewish refugees will no longer be 
admitted to Manchukuo following the 
recent strengthening of the “cultural” 
aspects of the Japanese-German Pact. 
The revived persecution of Jews in Ger- 
many has resulted in a renewed migra- 
tion to China. During November 1938 
approximately 500 German and Aus- 
trian Jews arrived in Shanghai. It is 
estimated that some 3,000 more will 
arrive in the course of the present 
year.’ 


® Rudolf Löwenthal, “The Jews in China: 
A Bibliography,” The Yenching Journal of 
Social Studies, Vol. I, No. 2 (Jan. 1939), pp. 
257-58. The best and fullest bibliography on 
the subject. 
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Curna’s FAMINES 


The alien refugee problem in China 
is of course insignificant, quantitatively 
speaking, in relation to the perennial 
refugee problem among the Chinese 
themselves. The historical records in- 
dicate that in the period from 108 B.c. 
to 1911 A.D. there were no fewer than 
1,828 years when a severe food shortage 
occurred in some section of the country. 
The fact that these shortages occurred 
with as great frequency in past cen- 
turies, when the population was but a 
fraction of what it has been since 1800, 
as they have in recent times, indicates 
that these famines do not primarily 
arise from overpopulation in any abso- 
lute sense of the word. Moreover, the 
greater number of these famines have 
occurred in the North China plain, 
where the population is less dense than 
in the south. The primary causes in 
order of importance are first drought, 
followed by flood, and then political 
causes such as wars, invasions, and 
banditry. 

The great increase in the population 
of China since 1750 has of course 
greatly aggravated the problem. The 
gradual occupation of practically all the 
arable land eliminates migration and 
colonization within China proper as an 
effective solution of the problem and 
even as a temporary palliative, as was 
frequently the case in centuries past. 
Moreover, this large population has 
meant a great increase in the numbers 
affected by each famine. The magni- 
tude of the problem in recent years has 
been beyond the resources of the Chi- 
nese Government and of foreign relief 
organizations thus far to solve. Thus 
in the great famine of 1877-79 it is esti- 
mated that between nine and thirteen 
million died of starvation; while in the 
famine in 1929-30 some four million 
perished. 

That migrations continue as a result 


of these famines is seen in a recent sta- 
tistical survey which indicates that in a 
three-year period 5 per cent of the fam- 
ilies emigrated, mostly farmers having 
three acres of land or less. Of this 
number 59 per cent moved to the cities. 
A majority of them found work, but the 
rest remain as poverty-stricken refugees 
gaining a precarious living by begging 
and periodic aid from various relief 
organizations.?° 


FAMINE RELIEF AND PREVENTION 


In centuries past it was one of the 
major responsibilities and functions of 
the Imperial Government to deal with 
this problem of recurrent famine. The 
stability of the ruling dynasty depended 
upon its success in preventing or allevi- 
ating the consequences of such catastro- 
phes. Elaborate measures were estab- 
lished to meet the problem, extending 
all the way from cancellation of taxes in 
areas affected and the setting up of 
gruel kitchens to irrigation projects, col- 
onization projects, and the maintenance 
of public granaries and loan organiza- 
tions to provide those affected with seed 
grain and ready cash, enabling them 
quickly to return to their land and re- 
sume their normal life. 

The end of a dynasty was presaged 
and inevitably followed by a breakdown 
of such measures, accompanied by in- 
creased suffering and disorder extending 
often for decades before a new regime 
was firmly established. The years since 
the downfall of the last dynasty in 1911 
have been no exception to this rule. 
The unending civil wars from 1916 to 
1929 seriously complicated and aggra- 
vated the problem and meant that the 
various regimes set up by the contend- 
ing warlords had little if any means or 
interest in alleviating famine conditions. 


10 7, L. Buck, Land Utilization in China 
(Chicago, 1937), Vol. I, pp. 395-97. ; 
11 Ch’ao-ting Chi, Key Economic Areas in 
Chinese History (London, 1936), passim. 
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Relief of millions of sufferers from fam- 
ine due to floods and droughts in those 
years originated with foreign-financed 
and -controlled organizations, foremost 
among which was the China Interna- 
tional Famine Relief Commission set up 
in 1920-21. In those years a great 
famine occurred in North China involv- 
ing some 20,000,000 people, of whom 
approximately 500,000 perished. The 
Commission was at one time feeding 
some 7,000,000 with funds amounting 
to $37,000,000 (Chinese currency), col- 
lected mostly from American sources’? 

The Commission continued to op- 
erate through the twenties, working out 
effective methods for the use of its 
funds whereby emergency relief was 
combined with constructive permanent 
works of a famine-prevention character. 
In so doing, it was undertaking a task, 
as was readily acknowledged, which 
only a national government should and 
could ultimately carry out. Neverthe- 
less, it was well that the Commission 
began the task and devised methods 
which the Nationalist regime set up at 
Nanking in 1928 under Chiang Kai- 
shek took over and carried forward in 
subsequent years. The great Yangtze 
flood of 1931 gave the new government 
its first major problem in this regard, 
which it met with a competence and 
energy that won well-merited praise. 
The methods employed were modeled 
after those developed by the Commis- 
sion through its years of experience in 
combining relief with flood-prevention 
work. 


RELIEF AND RECONSTRUCTION 


As stated above, the Japanese inva- 
sion has created one of the greatest 


12 Walter H. Mallory, China: Land of Fam- 
ine (New York, 1926), passim. 

13 Franklin L. Ho, “Rural Economic Re- 
construction in China,” Nankai Social and 
Economic Quarterly, Vol. ix, No. 2 (July 
1936), pp. 469-535. 


man-made refugee problems in all the 
history of the human race. Despite the 
immense problems of defense with 
which the Nationalist Government of 
China is confronted, it has nevertheless 
apportioned a sizable amount of its re- 
stricted funds for the purpose of carry- 
ing on relief work which again is being 
combined with constructive measures 
designed to develop those portions of 
China which remain under its control. 
Every class of refugee—scholar, stu- 
dent, industrialist, factory worker, and 
farmer—is provided for in the govern- 
ment’s program of reconstruction. Ref- 
ugee faculty members and students 
from China’s major higher educational 
institutions which have been systemati- 
cally closed or destroyed by the Jap- 
anese militarists, have been encouraged 
and aided in finding new quarters and 
carrying on their work at various cen- 
ters in the southwest. Refugee farmers 
are being provided with unoccupied 
land. Industrial workers are finding a 
means of livelihood in the rapidly or- 
ganizing industrial co-operatives. 


FUNDS FROM ABROAD 


Funds from abroad have assisted in 
this work. These have come principally 
from overseas Chinese, who remitted 
for all purposes some $600,000,000 
(Chinese currency) during 1938. Of 
this sum $120,000,000 went directly to 
the Nationalist Government. The to- 
tal amount contributed by Westerners 
for relief purposes to the present is in 
the neighborhood of $2,000,000 (United 
States currency). Of this sum, about 
$800,000 had gone from the United 
States up to the end of 1938, while from 
England no less than £151,849 had been 
contributed by the London Lord 
Mayor’s China Relief Fund. Most of 
these funds have been distributed in 
the form of direct relief through foreign- 
controlled agencies largely in the Shang- 
hai, Nanking, and Canton areas. 
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It is apparent that the relief measures 
undertaken thus far both by the Na- 
tionalist Government and by Western- 
ers are sufficient only to alleviate the 
most distressing situations. The vast 
majority of refugees are perforce left to 
their own resources to keep body and 
soul together until they can return to 
their farms or former occupations or 
settle in another part of the country. 
In the process an untold number have 
died and will die from starvation, 
wounds, and disease. The war has con- 
tinued for two years and the Chinese 
are prepared to resist for another two 
years or more. Vastly greater relief 
funds are and will be needed than have 
already been contributed. In addition, 
funds running into the hundreds of mil- 
lions of dollars are needed for recon- 
struction and famine-prevention meas- 
ures to be undertaken when the present 
conflict is over. Such funds the Chinese 
will not have available to them from 
their own resources. Nor do the Jap- 
anese have sufficient funds or incentive, 
as is evidenced by their inability appre- 
ciably to elevate the status of the farm- 
ers in Korea and Manchuria or even 
to keep their own farmers more than 


just above subsistence level in Japan 
proper. 

Funds: necessary for this task are 
available only in Western democratic 
countries. Wise policy would seem to 
dictate that such funds as may be re- 
leased for investment in China’s future 
reconstruction be supplied to the Na- 
tionalist Government of China, which 
has demonstrated and is demonstrating 
its competence and its humanitarian in- 
terest and concern over the problem 
even in the midst of a war. A China 
under the heel of the Japanese mili- 
tarists means a suffering, exploited 
China held down to low standards of 
living to feed an expanding war ma- 
chine geared for further conquests. A 
China under the enlightened National- 
ist Government means an independent, 
democratic, and peaceful China, the sine 
qua non of peace and stability in the 
Far East. Thus the refugee problem in 
China, vast as it is, is intimately related 
to the vaster problem of the establish- 
ment of world peace and the raising of 
living standards not only for the hun- 
dreds of millions of Chinese but for all 
the peoples of Eastern Asia and indi- 
rectly for peoples of the West as well. 
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Exiles and Refugees in American History 


By Frances L. REINHOLD 


ISPERSION of political exiles and 
refugees from oppressed countries 
constitutes but one phase of the larger 
population movement. Forced migra- 
tion is not emigration in the modal 
sense, since the former is conditioned 
upon a rigid, compulsory ejection; the 
latter upon a loose, voluntary rejection. 
Hunger marchers from Europe’s remote 
rural soilways have walked in larger 
armies, with heavier tread, than freedom 
seekers from the Old World’s familiar 
cities and towns. Headless, formless, 
without organization, the Economic 
Army casts its shadow before, while the 
Political Army, shadow behind, has to 
date, unlike its economic prototype, 
spread little fear or apprehension in this 
“asylum of the oppressed.” 
Approximately 60 per cent of the 
total population movement of the world 
has come to rest in the United States. 
Quantitatively this movement has been 
economic. Qualitatively it has been 
political. Colonial immigrants were 
political refugees in the cause of re- 


1 No comprehensive history of political im- 
migration as distinct from economic immigra- 
tion exists in the annals of American history. 
Yet with relative facility the two sources may 
be dammed in separate channels. Religious 
prejudice, having little lifting power per se 
until translated from the field of prejudice to 
that of political persecution, is not herein 
treated as a separate theme. When culture 
patterns become compressed through regi- 
mented laws, then and then only do religious 
refugees become illustrative of their name. 
Since it is the law and not the prejudice which 
they largely flee, and since the law is by defi- 
nition political, religious liberty lovers and 
political freedom seekers are cut essentially 
from the same cloth. Both groups may be 
legitimately treated together under the head- 
ing of “political exiles and refugees from op- 
pression,” as distinct from the economic im- 
migrant movement with which this paper is 
not concerned. 

es 
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ligion; post-Revolutionary immigrants, 
exiles in the cause of political conserva- 
tism; nineteenth-century immigrants, 
exiles in the causes of political liberal- 
ism and racial intransigence; while 
twentieth-century refugees have been 
exiles in the causes of political reaction, 
political radicalism, religion, nationality, 
and race. 


MINORITIES IN THE COLONIES 


America’s exile origins comprise a 
registry of incomparable experience. 
Tritely, the stress of Old World perse- 
cution projected colonies to the New. 
Our successes and failures have been 
largely incidents of immigration—re- 
ligious, political, economic. It is sig- 
nificant that early independence seekers 
were not all of the same mind, staking 
their claims in diverse directions, erect- 
ing veritable Chinese walls of prejudice 
and provincialism within which they 
breathed the rarefied air of ingrown 
righteousness. Minorities within exiled 
minorities were thus easily exiled at a 
further remove. Ebb and flow of power 
among these wilderness sectaries was as 
responsive to the pull of parent parties 
abroad as is the sea to the moon. 
Catching the excess of their spiritual 
kind from Europe’s overflow, these 
miniature worlds became the spawning 
ground for their own perpetuation. The 
story of Colonial refugees, moving back 
and forth as it does from the pole of 
Massachusetts to the pole of Virginia in 
rhythmic chronological sequence, ad- 
mirably reflects political conditions east 
as well as west of the Atlantic. Indi- 
vidualistic though they were, these tiny 
centers of intolerant vested interests un- 
wittingly spun the threads of their union 
by their respective persecutions. Once 
the expelled of Massachusetts moved 
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downward little by little to meet the 
creeping upward flow of the expelled 
from Virginia, and once the line of 
secondary plantings became contiguous, 
the independence of the United States 
` was merely a question of time and 
arbitrary circumstance. Upon a broad 
historical canvas is painted the exile 
narrative of French Huguenots, Eng- 
lish Puritans, German Protestants, 
Irish Catholics, Scotch-Irish Protestants, 
Dutch Walloons, Quakers, Independ- 
ents, Baptists, and Jews. Interwoven 
with the greater epics of nationality and 
creed are the minor epics of individ- 
ual exiles—Roger Williams, Thomas 
Hooker, Anne Hutchinson, Anne Austin, 
Mary Fisher. 

While the banishment of thousands 
from Europe was an important factor in 
founding the Colonies, and while the 
banishment of hundreds from the Col- 
onies was an equally consequential fac- 
tor in the emergence of statehood, the 
banishment of one hundred thousand 
Loyalists from the Confederation was an 
even more momentous factor in the 
birth of an independent federal United 
States. Having expurgated our way to 
an integral freedom, we were then ready 
to underpin and expand our society with 
Europe’s purged populations. With the 
tradition of political liberty established 
and the goal of economic expansion 
achieved, we are now in a transitional 
period where political as well as eco- 
nomic immigration is to be reoriented. 


Various REFUGEE GROUPS 


Enumeration of refugee groups ac- 
commodated in the United States since 
1789 reads like a Biblical roster of Old 
Testament tribal wanderings. Yet the 
evidence upon which our asylum tra- 
dition rests is conclusive proof of a ra- 
tionalization of motive—a motive that 
has disguised political expediency and 
economic advantage under the more 
palatable cloak of humanitarianism. 


Following the French Revolution, po- 
litical émigrés sought refuge in our 
midst from Toussaint L’Ouverture’s 
Santo Domingo rebellion, from the Na- 
poleonic regime, the Bourbon Restora- 
tion, the reign of Louis Philippe, the 
Second Republic, the Third Empire, 
and the Third Republic. Posterity bows 
in passing to the exiled shades of Min- 
ister Genét, Moreau de Saint Meury, 
Talleyrand, the Duc d’Orléans, Pierre 
Du Pont de Nemours, Joseph Bona- 
parte, and Pierre Soulé. During the 
nineteenth century our littoral was in- 
undated with a tidal wave of German 
refugees as a result of the student so- 
ciety persecutions of 1817~20, the po- 
litical tyranny of the 1830’s, the social- 
ist upheaval of 1848, and Bismarck’s 
socialist purges of the 1880’s. Francis 
Lieber, Carl Schurz, Dr. A. Jacobi, 
Lorenz Brentano, and Charles Stein- 
metz, representing their kind, hold 
places of rank in America’s cumulative 
roll of honor. From the ill-fated Polish 
revolutions of 1830, 1846, 1848, 1861, 
and 1862 came a splendid group of 
educated refugees not the least of 
whom was the brilliant, romantic John 
Sobieski. 

Again, a transposed Ireland found 
new green pastures in the westland after 
the revolutions of 1798, 1800, and 1848. 
With her Rutledges and Carolls in our 
government, her Sullivans and Waynes 
in our army, her Barrys and Mc- 
Donoughs in our navy, Erin has pros- 
pered in receptive soil. Abortive socialist 
uprisings in Austria-Hungary in mid- 
century added Hungarians, Slovaks, and 
Czechs to our inbound refugee traffic. 
One need but mention the enthusiasm of 
Americans for Louis Kossuth and Mar- 
tin Koszta to remember that the age of 
humanitarianism was then reaching its 
peak. In passing, cognizance should be 
taken of the potato famines in Belgium, 
the Netherlands, Ireland, and Germany, 
which resulted in the indistinguishable 
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intermingling of economic immigrants 
with political refugees from these low- 
land regions. Moreover, religious re- 
strictions in Portugal, the Netherlands, 
and the Scandinavian countries added to 
economic and political migrants many 
who came for spiritual freedom. 

From the close of the Civil War until 
the problem of Chinese immigration 
arose in 1882, immigrant sources shifted 
from North European to South European 
origins. During this interim period, 
also, Italians and Austro-Hungarian 
people sought to escape excessive taxa- 
tion by emigrating to America in large 
numbers. Contemporaneously with the 
Asiatic influx to the west coast at the 
close of the nineteenth century came the 
Russian Jewish influx to the east coast. 
The twentieth century brought Great 
Russians, Little Russians, and White 
Russians from premature liberal revolu- 
tions. The torrent mounted in 1919, 
1920, and 1921 when the Bolshevik 
Revolution burst like a bombshell upon 
the western state system. Postwar po- 
litical refugees were admitted in small 
proportions from the Near East and 
from Italy in 1922 and 1923. Since 
then the bulk of our quota-restricted 
European immigration has come from 
Germany—and that largely during the 
Third Reich. 

Swinging the academic searchlight 
from Europe to the Western Hemis- 
phere, we find that Canada no less than 
the Old World, supplied us with refu- 
gees during our War for Independence 
from 1776 to 1783, and during her own 
unsuccessful War for Independence in 
1838. From the founding of our gov- 
ernment until the War Between the 
States, we were beset with refugee prob- 
lems incited by our northern neighbor. 
From the Civil War to date, however, it 
has been the Latin American republics 
to the south that have used our main- 
land as a depository for political out- 
casts. 


JEWISH MIGRATIONS 


Of all immigrants who have sought a 
haven in this country for one reason or 
another, Israelites as a nationality have _ 
been most clearly and consistently refu- 
gees from political oppression. Indeed, 
“Jew” and “refugee” have ‘become 
nearly synonymous. Graphically speak- 
ing, there have been four distinct tides 
of Jewish migration to the United 
States. The first was the Sephardic 
movement prior to the eighteenth cen- 
tury, when Jews were dispersed from the 
Iberian Peninsula by the Spanish In- 
quisition. It is said that the first to set 
foot on the Western Hemisphere was one 
Louis de Torres, Jew, interpreter for 
Christopher Columbus. Indeed, the his- 
torian Lecky goes so far as to say 
that “Jewish mortar cemented the 
foundations of American democracy.” 
The second, or Ashkenazic, migration 
stemmed from Germany during three 
quarters of the nineteenth century, 
quadrupling the numbers of that race in 
America, But it was with the third exo- 
dus in 1871 that the so-called “Jewish 
problem” began in the United States. 
Wealthy Spanish Jews and intellectual 
German Jews were now eclipsed by the 
poverty-stricken Russian strain that far 
outnumbered them. Three million Rus- 
sian Jews were thus added to our census 
count—the truest of political exiles, a 
group whose presence here was due to a 
frenzy of political reaction in Central 
Europe. i 

In the 1930’s the fourth migration 
commenced in a new German despotism. 
Never before were we privileged to re- 
ceive so large a share of the world’s in- 
tellectual talent as that which has come 
to us since Hitler’s rise to power. Yet 
neither in magnitude nor in remorseless- 
ness does this last exodus compare with 
its immediate predecessor. In intensity 
it may be equal to prior pogroms, but its 
victims are counted in thousands, while 
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sufferers from Russian persecutions were 
counted in millions. There are, how- 
ever, two major dissimilarities in the 
current phenomenon, namely, the ab- 
_ sence of foreign havens and the indi- 
vidual’s deprivation of virtually all 
wealth. For example, Russia’s dis- 
placed Jews never lacked a foreign 
asylum. Alien destinations for Ger- 
many’s dispossessed are few and far be- 
tween. Furthermore, Russia’s Jews left 
their native land with whatever wealth 
they could transport. Germany’s prey 
leave without resources if they can leave 
at all. 


SouRCES AND INFLUENCES OF 
IMMIGRANTS 


Thus we have seen that the heavy 
hand of oppression in Europe, the Near 
East, Canada, and Latin America has 
instigated forced migrations which have 
terminated in the United States. Only 
Asia remains unrepresented in this par- 
ticular kind of population shift. Never- 
theless, emigrations from the areas 
named above were not resultants of 
identical causes. For illustration, it 
may be noted that our religious immi- 
grant army drew largely from England, 
the Netherlands, and Scandinavia; our 
political immigrant army from Ger- 
many, France, Poland, Russia, Ireland, 
Hungary, Canada, and Cuba; our racial 
immigrant army from Spain, Poland, 
Russia, Austria-Hungary, and Ger- 
many; our economic immigrant army 
from Ireland, Italy, and Mexico. 
Emigration originated in Anglo-Saxon 
sources in the Colonial period, Latin 
sources in the post-Revolutionary era, 
Teutonic in the first quarter of the nine- 
teenth century, Celtic in the middle 
quarter, Slavic in the third quarter, 
Jewish in the fourth quarter, and His- 
panic American in the twentieth century. 

Within the “asylum of the oppressed” 
a new England, a new Ireland, and a 
new Israel were reared on the eastern 
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seaboard. French exiles left their im- 
press in the south. Germans, Polish, 
Portuguese, Dutch, Magyar, Czech, and 
Scandinavian refugees perpetuated their 
cultures in the midwest. Latin Ameri- 
can, Russian, and German-Jewish exiles 
have ultimately found their way to the 
western Golden Gate; so that no region 
of the United States now remains un- 
influenced by an exile mentality. Ghosts 
of an ancient “League of Nations” trail 
benightedly through the domains of 
New Haven, New Bedford, New Ro- 
chelle, New York, New Buda, New Or- 
leans, New Holland, Bellefonte, Mos- 
cow, and other transposed communities. 

Permeation of exile influences has not 
been merely geographic in nature. 
Horizontal spread has been accompanied 
by a vertical infiltration of America’s 
emerging class pattern. For example, 
the Puritanism of English exiles has 
fixed the moral pattern of the Protestant 
clergy. French royalist émigrés have 
left their, mark on our élite with their 
literature, art, music, and culinary tal- 
ents. German intelligentsia have disci- 
plined our academic aristocracy. Army 
circles have reflected the brilliant lega- 
cies of Polish military refugees. The 
Irish proletariat in exile have changed 
the nature of our political party system. 
Hungarians, Czechs, and Slavs, have 
been happily received into our peasant 
and artist groups. Russian exiles seem 
to have cut class lines from top to bot- 
tom, providing at varying periods dis- 
illusioned royalty, wealthy nobility, pro- 
fessionals, peasants, and Jewish clothing 
workers. 


CHARACTERISTICS OF REFUGEES 


Each national group of exiles has pos- 
sessed attributes peculiar to it and to no 
other. German refugees have been most 
numerous and most persistent through- 
out our history, never ceasing for a 
single decade from Colonial to modern 
times. Slavic and Magyar refugees have 
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been able to command more official aid, 
that is to say from the Federal and state 
governments, in the way of money and 
land, than have any other exiled na- 
tionalities resident in America. Latin 
Americans have been transient refugees 
on the whole—a characteristic which 
sets them apart from the permanent 
settlers from Europe. Near Eastern 
refugees have received our money for 
use in the land of their origin, rather 
than hospitality in the land of their de- 
sire. French émigrés have been ab- 
sorbed by surrounding cultures. Polish 
exiles have preserved enclaves of their 
identity virtually intact from encroach- 
ment by their neighbors. 

Refugees from France, Bohemia, Slo- 
vakia, and Latin America have con- 
tinued to gaze backward upon their old 
homelands with nostalgic longing. Con- 
trariwise, English, German, Dutch, Por- 
tuguese, and Canadian refugees have 
concentrated attention on their future 
in the land of their adoption. Apart 
from these two divergent attitudes, ad- 
justments have been introflexive and 
extrovertive in kind. For instance, it 
may be stated roughly that English, 
French, Hungarian, Czech, Slavic, and 
Jewish exiles have inclined toward po- 
litical introspection, while German and 
Irish exiles have displayed dominant 
rather than recessive, convivial rather 
than gregarious, political aptitudes. 


ASSETS AND LIABILITIES 


Individual exiles have played sympa- 
thetic minor cadenzas in the major 
theme. Roger Williams’ banishment 
from Massachusetts was formally re- 
pealed by the legislature of the Bay 
State three hundred years after that 
Colonial worthy’s demise. Today his 
memory is symbolically preserved on a 
Federal postage stamp. Haym Solo- 
mon, Polish Jewish exile, financed the 
American Revolution no less than did 
Robert Morris. The “Dupont Dy- 


nasty” claims to have provided us with 
munitions to fight the War of 1812, the 
Civil War, and the World War. At the 
request of Abraham Lincoln, Francis 
Lieber codified the rules of land war- 
fare, thus providing the basis for a 
written international code. Steinmetz 
became the peer of Thomas Edison in 
electrical engineering. Dvorak’s “New 
World Symphony” was the expression 
of this homesick Bohemian exile resident 
in the little town of Spillville, Iowa. 
Brandeis’ judicial theorems are legacies 
from parents who were refugees from the 
German Revolution of 1848. Fokine’s 
“Ballet Russe,” Mann’s literary talent, 
and Einstein’s mathematical genius con- 
tribute in no meager fashion to the well- 
being of contemporary America. 

Groupwise, it is clear that Irish po- 
litical refugees performed significant 
service in subduing Indians, in expelling 
French, in defying the English, and in 
coercing the South. Moreover, German 
political refugees were prominent fac- 
tors in the abolition of slavery, in the 
establishment of a ship-subsidy policy, 
in civil service reforms, in reorientation 
of our Indian policy, in improving edu- 
cational techniques, and in extending 
the suffrage. Provision of cheap lands 
to Hungarian exiles after 1848 is re- 
puted to have developed into the Hom- 
stead Act of 1863 by which policy our 
western and eastern frontiers were even- 
tually merged. Border warfare incited 
by Canadian political refugees project- 
ing their revolution from the immunity 
of the American border, gave rise to the 
extradition clause in the Webster-Ash- 
burton Treaty of 1842, the first of a 
long series of subsequent extradition 
treaties with other countries. Terri- 
torial designs of France, England, and 
Spain have been blocked at strategic 
moments by political refugees from 
Latin America sojourning in the United 
States. 

On the other hand, the presence of 
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these refugees has not always been an 
asset. For example, the tales of black 
horror told by Santo Domingo refugees 
in the drawing rooms of Southern cities 
fortified the South’s resistance to Negro 
emancipation. Again, the Alien and 
Sedition Acts of 1798, of which we are 
not now proud, were due to exhortations 
of Scotch and Irish refugees who were 
supporting French Revolutionaries. The 
Know-Nothing and Ku Klux Klan 
movements were organized in part to 
offset the growing importance of the 
Irish urban vote. Three of John 
Brown’s small body of personal follow- 
ers—Theodore Wiener a Pole, Jacob 
Benjamin a Bohemian, and August 
Bondi a Viennese—were Jewish refugees 
from the revolutions of 1848, applying 
for a second unsuccessful time their 
frustrated social consciences to a mis- 
guided fanatical enterprise. Moreover, 
the State Department was greatly em- 
barrassed by the much discredited 
Ostend Manifesto of 1854, the work of 
a French refugee, Pierre Soulé, who had 
risen to the highest diplomatic rank in 
this country’s career service. 


UNITED STATES REFUGEES 


Having isolated political immigration 
from the stream of economic immigra- 
tion, having generalized individually and 
groupwise on its contribution, having 
dealt with its origins, its time sequences, 
and its regional destinations, it now be- 
comes necessary to point out the Ameri- 
can historical analogue of the persecu- 
tion theme. 

Between the brackets of the Declara- 
tion of Independence and Lee’s sur- 
render at Appomattox, the United States 
pursued an accolated role of protector 
and persecutor of oppressed minorities. 
While the Civil War marked the end of 
our era of persecution and launched a 
new era of protection for Europe’s dis- 
possessed, in the secret closet of Amer- 
ica’s family history rattle the skeletons 


of those whom we banished for weal or 
for woe. One hundred thousand “good 
men and true,” Loyalists of the Revolu- 
tionary War, were exiled to Canada, 
Nova Scotia, the West Indies, and Eng- 
land, by Patriots who preferred to found 
their new government without the brake 
of the most conservative elements of the 
day. Following the passage of the Alien 
and Sedition Acts, residents of French 
nationality fled in fear of a fate that 
had met English Loyalists two decades 
before. Some fifty thousand Free 
Blacks were “transferred” to Liberia 
under the auspices of the American 
Colonization Society between the years 
1816 and 1865. Innumerable Indians 
were exiled to the Siberia beyond the 
Mississippi—outside the then territorial 
limits of the country, be it noted. Mor- 
mons were literally hounded from state 
to state at the point of the gun and ulti- 
mately banished to Mexican lands be- 
yond the jurisdiction of Federal or state 
governments. Runaway slaves, though 
considered only as fugitives from eco- 
nomic servitude by the South, were re- 
ceived as political refugees by the 
North. Some states, notably Pennsyl- 
vania, exiled Quakers during the Re- 
bellion because of their pacifist attitude. 
After the Civil War, large numbers of 
Confederate refugees fled to Mexico, 
Canada, Europe, and South America. 
In brief, then, it should be recorded 
that while the United States was wel- 
coming French monarchist exiles, Ger- 
man liberal refugees, Polish military 
émigrés, and the like, we were engaged 
upon our own particular banishments of 
Loyalists for their conservatism, Quak- 
ers for their pacifism, French for their 
nationality, blacks for their color, red 
men for their property holdings, Mor- 
mons for their religious beliefs, and 
Confederates for their sectional loyalty. 
Yet the onus of these persecutions 
must fall largely upon the states rather 
than upon the Federal Government, 
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since in only one instance after 1789— 
namely, Lincoln’s banishment of Val- 
landigham—did the National Govern- 
ment use exile as a punishment. On the 
other hand, the states have been eager 
accomplices in the persecution of blacks, 
redskins, and whites. Nevertheless, 
Federal legislation, Federal diplomacy, 
and Federal enforcement have imple- 
mented the zeal of the states in their 
missionary crusade for political homo- 
geneity, economic expansion, and moral 
unity. 

There have been instances of the cre- 
ation of havens for refugees within the 
United States as well as outside. Both 
Boston and Long Island were Loyalist 
asylums during the Revolutionary War. 
John Brown’s “cities of black refuge” in 
the heart of the deep South were more 
ephemeral than real, yet significant 
enough in their potentialities. The 
Dismal Swamp in Virginia for Nat 
Turner’s black conspirators, the Siberia 
beyond the Mississippi for red Chero- 
kees, and the Mexican Deseret wilder- 
ness for white Mormons are all cases in 
point. 


MEANS AND RESULTS OF EXPULSION 


Not only have we fallen heir. to .the 
customary motives of other persecuting 
governments, and not only have we of- 
fered the usual rationalizations of mo- 
tive, but we have also employed the 
traditional means of obtaining extermi- 
nation of undesirable minorities. That 
is to say, we have used both legal and 
extra-legal methods in compelling mi- 
grations. We have been known to ap- 
ply “test laws” (during the Rebellion) 
by which suspected patriots’ had to 
prove their loyalty. We have confis- 
cated and converted property (Loyal- 
ists’ and Confederates’). We have 
forced treaties from unwilling Indian 
minorities. We have brought diplo- 
matic pressure to bear on other govern- 
ments to restrain emigration of marked 
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groups (Mormons). We have devised 
colonization schemes, offered banishment 
as an alternative to death or imprison- 
ment (Vallandigham), and finally re- 
sorted to the last legal outpost, namely, 
the declaration of war upon recalcitrant 
minorities (Loyalists, Indians, Mor- 
mons). Nor has this been all. Extra- 
legally our history is besprinkled with 
mob insults, lynchings, refugee man 
hunts, organized terrorism, fraud, cor- 
ruption, subtle denial of legal rights, 
and expulsion from homes and land by 
social prejudice. 

While we have imported much of the 
world’s exiled talent, we have exported 
some excellent people in reciprocal refu- 
gee waves. England, Spain, and France 
received most of our Revolutionary 
exiles. These included Colonial gov- 
ernors, judges, and administrative offi- 
cials. Canada, Mexico, and Africa gave 
asylum to our blacks, both free and 
bond. Vigorous Negro leaders such 
as Henry Bibb rendered eloquent serv- 
ice to Canada, their foster home. Latin 
America profited most by our Civil War 
refugees. General Breckinridge and 
J. Taylor Wood fled to the West In- 
dies; Judah P. Benjamin to England; 
James Mason to Toronto; Robert 
Toombs to Havana; Governors Isham 
G. Harris, Reynolds, and Allen, Gen- 
erals Price, Magruder, and Maury, and 
Colonel Leadbetter all escaped to Mex- 
ico. While many Confederate refugees 
returned after the Amnesty, innumerable 
others remained. That these foreign 
countries were beneficiaries of our losses 
may be indicated by the facts that in 
the War of 1812 American Loyalist 
refugees were probably the decisive fac- 
tor in saving Canada from annexation 
by the United States; that leading 
families in Nova Scotia trace their 
origin to American Loyalists; that fugi- 
tive slaves who became permanent resi- 
dents of Canada aided that government 
in subduing the civil insurrection of 
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1838; that Mormons gave valiant as- 
sistance to the Mexican forces in the 
Mexican War of 1846; and that Con- 
federate refugees became important 
landholders in Brazil, Yucatan, Mexico, 
and the Caribbean states. 

Various American institutions have 
accumulated through the years as the 
immediate offspring of our early moral 
lapses. The habit of “lynch law” origi- 
nated in persecutions of the Loyalists by 
the Patriots in the neighborhood of 
Lynchburg, Virginia. Territorial ag- 
grandizement followed the gleam of the 
vanishing refugee into the Texas terrain. 
The psychological effect of the Under- 
ground Railroad is still imprinted upon 
the behavior of the North. The Know- 
Nothing Movement and the Ku Klux 
Klan were parts of the same sinister un- 
dertow. John Brown’s desperate ro- 
manticism prefaced a fanatic legend 
which is still nourished as an American 
idyll. The South’s Yankeephobia was 
permanently stereotyped in the “carpet 
bag” mismanagement of the Refugees 
Bureau following the War for the Union. 
Literary records preserve the evidence 
of past debentures in Stowe’s Uncle 
Tom’s Cabin, Hale’s Man Without a 
Country, and Emerson’s and Thoreau’s 
eulogies of John Brown. 

Whatever the verdict of history, pos- 
terity should perceive that “it has hap- 
pened here,” and that it would be 
possible to argue again from mass per- 
secution of red men, blacks, and whites 
to mass persecution of religions, politics, 
philosophies, and social classes. More- 
over, it is interesting to reflect that it 
was during our periods of highest moral 
fervor, when we were taking Europe’s 
oppressed humanity most ardently to 
our bosom, that we were at the same 
time vehemently expelling our own dis- 
cordant minorities. Nevertheless, ab- 
solution might be granted from the fact 
that the numbers which we succored 
through the years far surpassed the 


numbers’ which we anomalously ex- 
punged. From the ethical point of view 
we can never be absolved from the 
principle involved, but we do have an 
expeditious counter-penance in the su- 
periority of good deeds over evil ges- 
tures. And it should be recorded that 
the sadism of unloosed mobs in the 
United States is very different from the 
formalized sadism of governments as in 
Germany today and Russia yesterday. 
One of the most hopeful signs of an im- , 
provement in human nature is the ad- 
vance in public justice which enables us 
to condemn European persecutions of 
the twentieth century though we re- 
sorted to just such a policy in our own 
embryonic development. 


GOVERNMENT RELATIONS TO REFUGEES 


Having analyzed America’s inbound 
and outbound refugee traffic from the 
broad historical approach, it is now im- 
perative to analyze the specific his- 
torical attitudes of various arms of 
government concerned in shaping our 
changing policy toward political asy- 
lum. 

The Constitution neither prohibits 
nor permits the use of exile as a weapon 
of punishment, though fifteen state con- 
stitutions do particularly forbid it. The 
function of the judiciary in the matter 
is to decide whether exile is unconstitu- 
tional as a “cruel and unusual punish- 
ment.” The President has the preroga- 
tive of voicing public sentiment on the 
question of granting political asylum to 
oppressed groups. Congress legislates 
upon immigration—political as well as 
economic. The State Department re- 
serves the power of supervising admis- 
sions of refugees to our legations abroad, 
and of controlling immigration at its 
source through the instrument of the 
visa. The Labor Department prescribes 
the fate of refugees who reach the main- 
land. The Navy Department is privi- 
leged to grant or withhold asylum on 
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public vessels. To political parties goes 
the function of debating the merits of 
political asylum and of recording the 
public will in electoral totals. And to 
private—not public—charities is in- 
trusted the task of raising money for 
refugee relief. Such in brief is the 
compass of governmental activity in the 
problem of political asylum. --Now let 
us see historically how each has inter- 
preted its role. 

Every President from Washington to 
Franklin Roosevelt has been confronted 
with some problem of granting asy- 
lum to political refugees. Outstanding 
among instances where Chief Executives 
have been sympathetic with particular 
refugee groups were the cases of French 
monarchists during Jefferson’s adminis- 
tration; of Polish, German, and Irish 
refugees during Jackson’s term of office; 
of German, Irish, and Hungarian in- 
fluxes during Polk’s, Taylor’s, and 
Pierce’s administrations; of Cubans dur- 
ing Grant’s incumbency; of Austrian 
and Russian Jews during Theodore 
Roosevelt’s two terms; and of Germans 
and Austrians during Franklin D. 
Roosevelt’s administrations. On the 
other hand, there have been equally 
outstanding instances where Presidents 
have not been sympathetic with their 
own oppressed political minorities. For 
example, there were Washington’s liqui- 
dation of Loyalist estates; Adams’ Alien 
and Sedition Laws; Monroe’s sponsor- 
ship of the Negro Colonization project 
in Liberia; John Quincy Adams’ rigor- 
ous Indian removal policy; and Bu- 
chanan’s Mormon antipathies. 


CHANGING ATTITUDES 


From 1790 until 1882 all kinds of im- 
migration were encouraged; but from 
that latter date Congress has restricted 
group after group, beginning with the 
exclusion of Orientals. Mental, moral, 
physical, racial, economic, and political 
endowments have been subjected to se- 
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vere governmental scrutiny; but it is 
significant that as each successive law 
has been passed, excluding more and 
more groups, Congress has consistently 
favored political and religious refugees 
by exemption. Even since the imposi- 
tion of quota laws for reduction of the 
economic army, political and religious 
refugees have been excepted. Yet as 
political immigrants tend to become the 
whole of immigration, the special pref- 
erence shown for this particular group 
is being shaken to its foundations. If in 
the next few years our total immigration 
becomes entirely political, it is possible 
that legislative bars may be raised 
against political refugees as a class, no 
less than they were raised against eco- 
nomic refugees as a class after the 
World War. 

The State Department has rendered 
aid to refugees by granting asylum in 
legations, especially in Central Europe 
and in Latin America during the last 
quarter of the nineteenth century; by 
negotiating treaties with the German 
states for abolition of emigration taxes; 
by making formal protest to persecut- 
ing governments on.behalf of Damascus 
Jews in 1840, Rumanian Jews in 1902, 
and German Jews in 1938, to cite but a 
few pertinent examples; by participating 
in international conferences in London 
(1934) and Evian (1938); and by issu- 
ing visas within quotas to political refu- 
gees in preference to economic immi- 
grants. Because legation asylum has 
been widely abused in Latin America, 
the Department is gradually withdraw- 
ing the privilege until now it may be 
granted only under conditions of dire 
stress. Control of visas has been the 
faucet by which the State Department 
has filled or constrained legislative 
quotas since 1924, 

The Immigration Bureau of the De- 
partment of Labor has made no distinc- 
tion traditionally between political refu- 
gees and other kinds of immigrants, yet 
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since 1930 the Department has favored 
such a distinction. ; 

The Navy Department has developed 
a policy of battleship asylum which 
parallels the State Department’s policy 
on legation asylum. That is to say, the 
commanding officer grants such asylum 
at his own risk under mandate to with- 
hold protection unless lives of beseech- 
ing refugees are definitely at stake. 
Noteworthy controversies in the formu- 
lation of this policy have evolved be- 
tween the United States and Paraguay 


in 1868 and between the United States | 


and Salvador in 1894. 

Apart from the strictly governmental 
phases of policy development, political 
parties and private charities have been 
instrumental in crystallizing principle. 
From 1840, when political party plat- 
forms were first written, to 1916, every 
party platform contained planks sup- 
porting the right of political asylum. 
Since 1916 only minor party platforms 
have continued to champion the world’s 
oppressed. Historically also, it has been 
private—not governmental—charity that 
has underpinned our traditional policy 
of being the “asylum of the oppressed.” 
Jewish Charities, the Roman Catholic 
Church, and the Religious Society of 
Friends have provided the wherewithal 
to relieve victims of political tyranny. 

In summary, then, it is seen that po- 
litical parties, Chief Executives, Con- 
gress, the State Department, the Labor 
Department, and the Navy Department 
have changed their pre-World War en- 
thusiasm for political immigrants to a 
lukewarm sympathy that grants relief 
only within the narrow quota restric- 
tions laid down by law. Legation and 
battleship asylum were curtailed long 
before mainland asylum was constricted. 
Political parties are now willing to sup- 
port particular foreign policies which 
will condemn persecution at its source, 
but are not willing to advocate indis- 
criminate asylum as of old. Presidents 


are willing to co-operate with other 
Chief Executives in concerted protest 
against offenders and in efforts to keep 
the flow of refugees within the realm of 
manageable foreign colonization, but 
not to urge detachment of masses for 
our absorption. Congress is willing to 
appropriate small sums to be spent on 
relief in foreign lands, but is not willing 
to enlarge quotas for immigration ex- 
pansion. The State Department is will- 
ing to permit immigration to quota 
limits, but not beyond. The Labor De- 
partment is eager to distinguish between 
political and economic immigration, but 
is not willing to admit either group with- 
out some discrimination. 


CHANGED CONDITIONS AND POLICIES 


In the long view of history it will be 
seen that it was America, not Europe, 
that shifted ground on the solution to, 
if not the problem of, forced migrations. 
Political and religious tyranny plus eco- 
nomic poverty have been the permanent, 
calculable, common denominator in the 
world’s historical refugee equation. The 
United States, almost alone, has been 
the numerator, welcoming refugees in 
times of prosperity, discouraging them 
unceremoniously in periods of depres- 
sion. The felicitous custom of granting 
asylum has been due in the main to an 
accident of geography—that is to say, 
to the fact of an expanding frontier, a 
surplus economy, and an impregnable 
isolation. With the reversal of that 
gratuitous formula, and the resultant 
closed frontier, deficit economy, and 
vulnerable proximity, the ‘“humanitar- 
ian” hypocrisy is laid bare. But at 
least we accepted the world’s political 
overflow while the general condition of 
the country was prosperous, giving free 
land, free schools, and a chance in life. 
We could have shut the doors and filled 
the country with immigration from 
heaven rather than with immigration 
from Europe. Our birth rates to 1830 
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were large enough to make that possible. 
Of course, we wanted to sell future 
profits for immediate gains. Therein 
lies the kernel of selfishness. Yet a 
longer-viewed selfishness, in the last 
analysis, would have begun to reserve 
America for Americans much earlier. 
Fortunately for refugees of the past, 
such farsightedness was not part of the 


endowment of our governing élite. Now 
that we are no longer able to accommo- 
date population detachments from vari- 
ous corners of the globe, we are compell- 
ing a redirection of population currents 
the world around. And in the repercus- 
sions of this forced readjustment we 
find the confusion in our own principles 
and policies—past and present. 
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Status of the Refugee Under American Immigration 
Laws 


By Reap Lewis and Marian SCHIBSBY 


LTHOUGH asylum for the op- 
pressed is one of the oldest and 
most honored of American traditions, it 
has not been written into our immigra- 
tion law. With the single exception of 
the literacy test, the refugee must meet 
the same requirements as any other 
immigrant. 

Until two decades ago there was no 
need for any special provision for those 
who sought admission to the United 
States to escape religious, racial, or 
political persecution or discrimination. 
Our doors stood virtually open. Ref- 
ugee or nonrefugee, any immigrant—at 
least from Europe or the Americas— 
who met certain elementary tests of 
character and physical and mental 
health was welcomed. 

It was not, as a matter of fact, until 
1882 that the Federal Government be- 
gan to regulate immigration. Before 
then, such regulation as existed was 
exercised by individual states, especially 
those on the Atlantic seaboard. Be- 
tween 1882 and February 5, 1917, when 
our present basic immigration act be- 
came law, the legislation enacted by 
Congress, except the laws excluding 
Chinese and certain other Asiatics, 
aimed primarily to bar the unfit—con- 
victs, diseased, mental incompetents, 
and persons likely to become a public 
charge—rather than to restrict the vol- 
ume of immigration. These were re- 
quirements that did not, as a rule, af- 
fect the victims of religious or political 
oppression. 


THE LITERACY TEST 


In the meantime, however, sentiment 
for restriction was growing. In the ten 
years before the World War, immigra- 
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tion to the United States averaged more 
than one million a year. The bulk of 
this new immigration came from the less 
familiar peoples of Southern and East- 
ern Europe. This country was becom- 
ing increasingly aware of the degree to 
which mass immigration, whatever its 
advantages, complicated our economic, 
political, and social problems. When 
the United States Immigration Commis- 
sion reported in 1910 it recommended 
restriction, and suggested, among other 
possible methods, the exclusion of il- 
literates. Such a provision was included 
in the measure passed by Congress in 
1915 but vetoed by President Wilson. 
Two years later the next Congress 
passed a similar measure over his veto. 
This was the Immigration Act of Feb- 
ruary 5, 1917, which, with the Immi- 
gration Act of 1924, constitutes the key- 
stone of present American policy. 

The 1917 Act contained the provision 
barring illiterates, to which Wilson had 
objected, but it went on to exempt from 
the literacy test 


all aliens who shall prove . . . that they are 
seeking admission to the United States to 
avoid religious persecution in the country 
of their last permanent residence, whether 
such persecution be evidenced by overt 
acts or by laws or governmental regulations 
that discriminate against the alien or the 
race to which he belongs because of his 
religious faith. 


Thus the first provision in American im- 
migration law intended to be generally 
and genuinely restrictive did recognize 
our tradition of asylum; but that tradi- 
tion has not since found specific expres- 
sion in our immigration statutes, 

The literacy test did not, as a matter 
of fact, bring about effective restriction. 
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In the meantime the war was revealing 
how little assimilated were many of the 
foreign-born already here. Apprehen- 
sion increased regarding the number of 
those who, when peace came, would seek 
to escape the problems of Europe by 
emigrating to the United States. When 
after 1919 immigration again began to 
approach a million a year; Congress 
adopted a system of numerical limita- 
tion. The first quota act, fixing a defi- 
nite quota for the number of immi- 
grants who might come in from each 
country of Europe, became operative on 
June 3, 1921. This, a temporary meas- 
ure, was followed three years later by 
the Immigration Act of 1924. Neither 
of the quota acts, although permitting 
the admission of certain near relatives 
of American citizens and other special 
groups such as ministers or ‘professors 
outside the quota, made any similar 
provision for religious or political ref- 
ugees. They must come, if at all, within 
the quotas established for their respec- 
tive countries. 


GROUNDS OF EXCLUSION 


Under existing immigration laws, 
therefore, the refugee, except for his not 
very important exemption from the lit- 
eracy test, has the status of any other 
immigrant—no more, no less. To un- 
derstand what this status is, it-is neces- 
sary, consequently, to examine the prin- 
cipal grounds on which immigrants may 
be denied admission to the United 
States. 

First, aliens are excluded because of 
certain physical defects. Persons af- 
flicted with tuberculosis in any form or 
with a “loathsome or dangerous dis- 
ease” may not enter. 

In the second place, aliens are ex- 
cluded because of certain mental de- 
fects. ‘Thus, persons who are insane 
or have ever been insane, idiots, im- 
beciles, epileptics, persons of “constitu- 
tional psychopathic inferiority,” and 


persons with chronic alcoholism, are 
not admissible. , 

Aliens, further, may be excluded be- 
cause of a moral defect. Polygamists, 
prostitutes, procurers, or persons who 
receive the proceeds of prostitution are 
debarred; also persons convicted, or 
who admit the commission, of a crime 
involving moral turpitude. It is to be 
noted that this last prohibition does not 
apply to “an offense purely political.” 
This proviso is the only instance, aside 
from the exemption from the literacy 
test already noted, in which our tradi- 
tion of asylum finds expression in our 
immigration laws. In this case such ex- 
pression is wholly verbal, since “a crime 
involving moral turpitude” and “an of- 
fense purely political” are mutually ex- 
clusive. What is moral turpitude, how- 
ever, may depend on circumstances. 
Thus a recent opinion of the Attorney- 
General held that an alien who served 
two years in prison in Germany for 
making a false report regarding the 
amount of his property and who later 
applied for an immigration visa had 
not been guilty of moral turpitude. 

Aliens, again, may be excluded for 
political reasons. This applies chiefly 
to anarchists, or persons who disbelieve 
in organized government, or who believe 
in or advocate the overthrow by force 
or violence of the Government of the 
United States, or of all forms of law, the 
assassination of public officials, or the 
unlawful destruction of property, or 
who are members of or affiliated with 
organizations which believe in or advo- 
cate such things. While these provi- 
sions would bar certain political ref- 
ugees, they have no application to the 
victims of religious and racial persecu- 
tion with whom the world is now chiefly 
concerned. 

Aliens may also be excluded for cer- 
tain economic reasons. This group in- 
cludes persons likely to become public 
charges, whether on account of physical 
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defect or other reason; contract laborers 
—that is, persons who have obtained a 
job before coming to the United States 
—except in the case of artists, ministers, 
professors, other learned professions, 
trained nurses, and domestic servants; 
paupers, vagrants, and professional beg- 
gars; stowaways; persons whose ticket 
or passage is paid for “by any corpora- 
tion, association, society, municipality, 
or foreign government, either directly 
or indirectly.” Children under sixteen 
unaccompanied by, or not coming to, a 
parent may be admitted only at the dis- 
cretion of the Secretary of Labor. 

These are the principal classes ex- 
cluded by our immigration laws. The 
refugee, like any other immigrant, must 
not come within any of these classes— 
all of them set forth in Section 3 of the 
Immigration Act of February 5, 1917— 
if he is to receive an immigration visa 
and be admitted to the United States. 
With one exception, however, these 
numerous restrictions constitute no se- 
rious obstacle to the average refugee. 
That exception is the “L.P.C.” clause, 
that is, the provision barring persons 
likely to become a public charge. This 
and the numerical limitations of the 
quota act are for most refugees the two 
chief legal barriers to entry to the 
United States. Both of these require 
more detailed discussion. 


Quota LIMITATIONS 


Under the Immigration Act of 1924, 
a total of 153,774 quota immigrants 
may be admitted to the United States 
in any one year. Each country except 
those in this hemisphere has a quota 
proportioned to the number of inhab- 
itants in continental United States in 
1920 having that national origin, the 
minimum quota for any country being 
100. The six largest quotas are those 
of: Great Britain and Northern Ire- 
land, 65,721; Germany (including the 
former Austrian quota of 1,413), 27,- 


370; Irish Free State, 17,853; Poland, 
6,524; Italy, 5,802; and Sweden, 3,314. 
Other quotas of current interest are . 
Czecho-Slovakia, 2,874; Soviet Union, 
2,712; Hungary, 869; Rumania, 377; 
Greece, 307; Spain, 252; Turkey, 226; 
Syria and the Lebanon; 123; Bulgaria, 
100; to cite only a few. Birthplace— 
not citizenship and not residence—de- 
termines under what quota an alien be- 
longs. If the annual quota is 300 or 
more, not more than 10 per cent of the 
visas may be issued in any one calendar 
month. It is obvious that where the 
number of those desiring to come to the 
United States from any country greatly 
exceeds its quota, the latter constitutes 
an absolute bar, in most cases, against 
any present hope of emigration. That 
is the situation today in connection with 
countries like Germany and Czecho- 
Slovakia. 

An alien applying for an immigration 
visa must, unless the law gives him a 
preference, wait his turn. First come 
first served is a rule firmly adhered to 
by our consulates. It is estimated that 
a person applying at the present time 
for a visa under the quotas for Ger- 
many or Czecho-Slovakia will have to 
wait from four to six years. Under the 
quotas for Poland, Rumania, and Yugo- 
slavia, the waiting period is even longer, 
and it reaches its climax in the cases of 
Spain and Hungary. Under the quota 
for Hungary the waiting period is re- 
ported to be twenty-five years. Not a 
few refugees who have lived in recent 
years in Germany or Czecho-Slovakia 
come under the quotas for these other 
countries, having been born in them. 
The quota situation varies frequently. 
Many persons have registered on the 
waiting lists merely to have an anchor 
to windward; many, when notified to 
appear for their consular examination, 
are found to be ineligible under our im- 
migration laws; many, weary of wait- 
ing, haye formed other plans. So the 
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chances are that the waiting period may 
be shorter than anticipated. 


NONQUOTA AND PREFERENCE 
PRIVILEGES 


What has just been said applies to 
the ordinary quota immigrant, in which 
category the vast majority of refugees 
belong. A few aliens, however, have 
certain privileges. Thus the wife and 
minor unmarried child of an American 
citizen are entitled to enter without ref- 
erence to quota limitations. So also is 
the husband of an American citizen, 
provided the marriage occurred prior to 
July 1, 1932. Professors and ministers 
of any religious denomination may also 
enter outside the quota if for the two 
years immediately preceding their ap- 
plication for an immigration visa they 
have taught some recognized subject in 
an institution of learning which corre- 
sponds to a university, a college, an 
academy; or a seminary as these terms 
are understood in the United States, or 
having been duly ordained, have fol- 
lowed the vocation of a minister. To 
be entitled to nonquota status, profes- 
sors and ministers must show that they 
intend to continue in their profession 
after admission to the United States. 

In addition to these nonquota immi- 
grants, certain aliens are entitled to 
preference within the quota. The hus- 
band of an American citizen married on 
or after July 1, 1932 has first prefer- 
ence. This means, under practically all 
quotas, that he will have to wait only a 
few weeks or, at the most, a few months. 
Also, an American citizen who is 21 
years of age or over may claim first 
preference for his or her parents. 

Among refugees there are very few 
who can claim the nonquota and prefer- 
ence quota privileges mentioned above. 
After a refugee has been legally admit- 
ted to the United States for permanent 
residence, however, his wife and minor 
unmarried children are entitled to sec- 


ond preference, which means that they 
will have to wait only a short time for 


„visas. The immigration law is less lib- 


eral to a woman refugee who has been 
legally admitted; her husband is 
granted no privileges under our laws, 
but her minor children have second 
preference. 

Another provision in the law which 
has proved helpful to a number of ref- 
ugees permits a wife traveling with her 
husband, or a minor child traveling with 
either parent, to be counted against the 
quota of the husband or parent, as the 
case may be. Thus a refugee who was 
born in Russia may have his Hungar- 
jan-born wife and German-born child 
included under the Russian quota, 
against which there has thus: far been 
only slight pressure. 


Treaty ALIENS AND VISITORS 


The treaties of commerce and naviga- 
tion which the United States has con- 
cluded with a considerable number of 
countries afford an opportunity for cer- 
tain refugees to enter without reference 
to quota. Such treaties have, for in- 
stance, been concluded between the 
United States and Czecho-Slovakia, Ger- 
many, Hungary, Italy, Poland, and 
Spain. Under the terms of these trea- 
ties a person who can show that he is 
proceeding to the United States solely 
to carry on trade or commerce between 
the United States and the foreign state 
of which he is a national is allowed to 
enter the United States as a nonimmi- 
grant; a “treaty merchant” or a “treaty 
alien,” he is generally called. He is 
not admitted for permanent residence, 
and he cannot become a citizen. He 
may remain just as long as he main- 
tains his “treaty alien” status. His wife 
and unmarried children may accompany 
him to this country, also with “treaty 
alien” status, or may join him here af- 
ter he has established himself. 

Still another group of nonimmigrants 
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are visitors who come here temporarily 
for business or pleasure. Refugees, like 
other aliens, may obtain visitors’ visas, 
if they can convince the American con- 
sul that they have no intention of re- 
maining in the United States perma- 
nently and that they have adequate 
means for their maintenance while in 
the United States, or relatives or friends 
who will provide for them. No limit is 
fixed by law to the number of aliens 
who may come here as visitors. The 
length of visit in the United States is 
decided upon by the Immigration Serv- 
ice at the time of entry; it may be any- 
where from two weeks to one year. 
The visitor’s passport is an important 
factor in determining the length of his 
stay; it must be valid sixty days beyond 
the date fixed for the expiration of his 
stay. 

An alien who is in the United States 
as a visitor may not seek employment 
and is not eligible to American citizen- 
ship. Quite frequently a visitor is re- 
quired to furnish bond, usually $500, 
when he reaches the American port of 
entry. This is to insure that he will 
leave the United States when the period 
for which he is granted entry expires. 
At the present time the percentage of 
visitors who are required to furnish 
bond is much higher than formerly. 
Where circumstances warrant, a visitor 
is often able to obtain a few months’ 
extension of stay. 


Tue “L.P.C.” CLAUSE 


Next to the quota, the most impor- 
tant legal obstacle to admission to the 
United States for the average refugee is 
the provision barring persons likely to 
become public charges. Up to the de- 
pression, this clause was given very lim- 
ited application. It was interpreted as 
excluding persons who had some physi- 
cal or other handicap which would in- 
terfere with their ability to earn a liv- 
ing, but not as barring the able-bodied 


immigrant who had money enough to 
reach his destination in the United 
States. In 1930, however, with unem- 
ployment steadily mounting, the De- 
partment of State at the request of 
President Hoover explored our immi- 
gration laws to discover whether there 
was any provision under which immi- 
gration could be restricted.. The result 
was a new interpretation of the “L.P.C.” 
clause. It was held that economic con- 
ditions in the United States must be 
taken into account, and that as long as 
unemployment was such that an immi- 
grant was not likely to find a job on 
arrival, he must be considered as a per- 
son likely to become a public charge, 
unless he had sufficient means without 
a job, or unless he had relatives or 
friends able and willing to support him. 
Under the “L.P.C.” clause as thus inter- 
preted, immigration dropped to the low- 
est point in more than one hundred 
years. 

During the depression years the 
likely-to-become-a-public-charge and the 
contract labor provisions have proved 
the Scylla and Charybdis of American 
immigration policy. If the would-be 
immigrant (except for the classes al- 
ready noted) succeeds in arranging for 
work before arrival, he is excluded as a 
contract laborer; if he seeks to come 
without provision, he is barred as likely 
to become a public charge. 


AFFIDAVIT OF SUPPORT 


How much money or property an 
immigrant must have to meet the likely- 
to-become-a-public-charge requirement 
depends on his occupation, standard of 
living, and many other facts, as well as 
on the opinion of the American consul. 
There is no fixed rule. The amount 
may vary from several hundreds to sev- 
eral thousands of dollars. For the vast 
majority of refugees who now are with- 
out resources of their own or who are 
unable to export their property, the 
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only way of meeting this requirement is 
the so-called “affidavit of support.” 
This is a sworn promise from a relative 
or friend in the United States that he 
will support the refugee after his arrival 
for as long as necessary and that he will 
not permit such refugee to become a 
public charge. While an affidavit of 
support is not legally binding, it im- 
poses a moral obligation and carries 
weight with American consuls in pro- 
portion to the degree of relationship or 
the degree of intimacy between the affi- 
ant and the refugee. Affidavits from 
distant relatives, especially relatives 
who have not known the refugee per- 
sonally, or affidavits merely from 
friends, must be very well backed in 
order to impress the consul. Where 
there are no close relatives, quite often 
several relatives or several friends send 
the refugee affidavits of support; their 
number makes up, to some extent at 
least, for the distance in consanguinity. 

No affidavit of support carries weight 
with the American consul unless it is 
backed by documents showing the affi- 
ant to be financially able to support the 
refugee. A report from Dun and Brad- 
street as to the financial rating of the 
affiant, his last income tax statement, 
or a certified statement from his bank 
giving fairly detailed information as to 
his bank account, are acceptable evi- 
dence on this point. An affiant who is 
employed is required to submit a certi- 
fied statement from his employer in re- 
gard to the terms of his employment; 
if in business for himself, he must sub- 
mit data about his earnings and income 
from this business. Misled by sym- 
pathy, a few people whose financial situ- 
ation does not warrant their taking on 
any added responsibility, have sent af- 
fidavits of support. This is cruel kind- 
ness. When an American consul finds, 
for instance, that a school teacher who, 
judging from her bank statement, has 
been able to save little of her salary, 


has made affidavits of support for ten of 
the visa applicants on his waiting list, 
he is less likely to attach weight to this 
class of documents. Exaggerated state- 
ments as to earnings, income, and assets 
may prove a boomerang in case they 
are brought to the attention of our in- 
come tax officials. 

In view of the long waiting period for 
most immigration visas, many affidavits 
of support must be renewed, since to be 
effective they must be less than six 
months old at the time the applicant 
makes formal application for visa. 
Some American consulates will not reg- 
ister a visa application unless an affi- 
davit of support accompanies it; others 
do not require it until later, and for the 
initial application ask information only 
as to birthplace, date of birth, civil 
status, and similar points. As consular 
practice on this point is not uniform, 
and as the possession of an affidavit 
often proves of help to the refugee—as 
evidence, for instance, that he is making 
preparations to emigrate—the approved 
practice is to send it as early in the pro- 
ceedings as possible. Bringing an affi- 
davit of support up to date is a com- 
paratively simple matter. 


CoNSIDERATION SHOWN 


American consuls make it a point to 
show refugees who apply to them for 
visas whatever consideration is possible 
within the law. Where it can be proved 
that documents ordinarily required in 
connection with an application for visa 
are unobtainable, the consuls waive 
their requirement; the Immigration Act 
of 1924 authorizes such procedure. Un- 
der normal conditions an applicant for 
an immigration visa is required to re- 
main within the jurisdiction of the par- 
ticular consulate where he files his ap- 
plication, until the visa is issued to him. 
This requirement also has been waived 
for refugees. After filing his applica- 
tion, the refugee is ordinarily at liberty 


We 
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to go to any country except the United 
States to wait for his visa, and the con- 
sul will forward his visa application to 
` whatever other American consulate the 
refugee designates. This change in visa 
procedure has proved of great value, 
since it has made it possible for many 
refugees to find temporary asylum and 
safety in one of the European coun- 
tries. 


PROPOSED LEGAL CHANGES 


Such changes in administrative proce- 
dure are possible within existing law. 
Changes in the law itself can be made 
only by Congress. A number of impor- 
tant amendments have been proposed in 
measures now before Congress. Such 
bills range all the way from proposals 
to suspend immigration altogether or to 
cut present quotas 90 per cent, to pro- 
posals to open our doors to all religious, 
racial, or political refugees. More mod- 
erate proposals include the joint resolu- 
tion introduced in the Senate by Senator 
Wagner and in the House by Mrs. 
Edith Nourse Rogers, to admit during 
1939 and 1940 in addition to existing 
quotas 20,000 refugee children under 
fourteen; and a bill by Senator Smath- 
ers to admit as nonquota immigrants 
refugees over 65 for whom a $10,000 
bond is submitted as a guarantee that 
they will not engage in any occupation 
for profit or become a public charge. 
Other proposals, discussed but not yet 
introduced in Congress, would permit a 
limited number of refugees to settle as 
colonists in Alaska, and would make the 
unused quotas for the fiscal year ending 
June 30, 1939 available for refugees in 
the following year, irrespective of coun- 
try of birth. 

How likely or unlikely it is that any 
of these proposals will be made law is a 
matter of opinion. Some light on the 
probabilities may be furnished, how- 
ever, by a brief review of other refugee 
crises during the postwar period and 


their relation to American immigration 
policy. 
ASSYRIAN REFUGEES 


Our first quota act caught the world 
unprepared. Passed by Congress on 
May 19, 1921, it was put into force two 
weeks later, June 3, 1921. It played 
havoc with thousands of persons who 
had completed their plans for emigrat- 
ing to the United States, many of whom 
had already embarked on the journey. 
Among these were a large number of 
Assyrian refugees. The Assyrians, who 
claim to be direct descendants of the 
ancient Assyrians and who for many 
centuries have been devout Christians, 
were living at the time of the World 
War chiefly in the Hakkiari Mountains 
on the frontiers of Turkey and Russia, 
and in the fertile regions around Lake 
Urmia in Persia. During the World 
War they sided with the Allies and 
fought valiantly with the Russian 
forces, and after Russia withdrew from 
the war, with the English forces in 
Mesopotamia. 

Because of their adherence to Chris- 
tianity, the Assyrians had long been a 
thorn in the flesh of their Mohammedan 
neighbors; their stand in favor of the 
Allies made matters worse. Fearful of 
reprisals, they abandoned their homes 
late in 1918, and some 30;000 of them 
sought protection with the British forces 
in Mesopotamia. Many who had rela- 
tives or friends in the United States de- 
termined to seek refuge here. During 
the first six months of 1921 some 1,500 
of them, it is said, were granted Ameri- 
can visas and started on their way. Be- 
fore most of them could reach the 
United States, however, the first quota 
act went into effect. Under that act the 
yearly quota for “other Asia,” under 
which Assyrians belonged, was 92. It 
was filled by Assyrians who had em- 
barked for the United States before the 
act went into effect. Because of the 
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hardship involved in their exclusion, 
about 500 other Assyrians who arrived 
shortly after the quota was exhausted 
were permitted to enter. Hundreds of 
other Assyrians were stranded along the 
route—in Bombay, in Naples, in Mar- 
seilles—unable to go either forward to 
the United States or back to their home- 
land. The American consul in Mar- 
seilles in December 1925 stated that he 
had just secured visas for fourteen As- 
syrians who had had an American visa 
prior to June 3, 1921 and who had been 
waiting in that port ever since for a 
place in the quota. According to a let- 
ter written by the American Consulate 
in Teheran in 1926 there were still sixty 
Assyrians among those waiting for visas 
at his and other American consulates 
who had paid for visas early in 1921 
but had been unable to use them be- 
cause of quota restrictions. 

To this day, the Assyrians who left 
their homelands after the war consti- 
tute a refugee problem. Many agen- 
cies, including the League of Nations’ 
refugee commission, have tried to find 
them permanent homes. Efforts to re- 
patriate them proved unsuccessful; Tur- 
key and Persia refused to permit them 
to return to their former homes. Some 
are now in Syria, but the majority are 
still in Iraq—the former Mesopotamia 
—where they are the unwilling guests of 
an unwilling host. There have already 
been serious clashes between them and 
their Mohammedan neighbors, and the 
rising tide of Moslem nationalism in the 
Near East makes their future even more 
precarious. 


ARMENIAN AND GREEK REFUGEES 


Armenian and Greek refugees also 
have knocked in vain at our gates. The 
sufferings of the Armenians during the 
World War and in the years immedi- 
ately following are well known. The 
American people, like other civilized na- 
tions, were harrowed by the tales of 


cruelty and barbarism that reached 
these shores. The overthrow of Greek 
power in Anatolia by the Turkish army 
in 1922 and the destruction of Smyrna 
in September 1922 resulted in an exo- 
dus of Greeks and Armenians from Asia 
Minor and Thrace for awhile, it is said, 
at the rate of 45,000 per day. In a few 
months a million or more had found 
refuge in Greece and the Aegean Is- 
lands; others had gone to more distant 
countries. 

In view of the sympathetic attitude 
of the United States toward these peo- 
ples, it was thought that this country 
would come to their rescue in their hour 
of need. In some ways it did respond 
generously. The American Red Cross, 
the Near East Relief, and other agen- 
cies rushed to the assistance of the ref- 
ugees; the Red Cross alone expended 
some three million dollars in relief work 
during the eight months following the 
Smyrna disaster. Attempts, however, 
to get Congress to pass legislation ad- 
mitting some of the refugees to the 
United States proved futile. A bill was 
introduced asking that such of the Ar- 
menian and Greek refugees as had 
American citizen relatives who could 
guarantee they would not become pub- 
lic charges, be permitted to enter the 
United States outside the quota. It 
was estimated that this proposal would 
increase our immigration by some 10,- 
000 to 15,000 persons. The bill was 
vigorously sponsored by many persons 
prominent in public life, but Congress, 
especially the House, was adamant 
against it. 

The quota for Greece under the first 
quota act was 3,294, and for Turkey 
including the Smyrna and Turkish Ar- 
menian regions 2,388—much larger 
quotas than the 307 now allowed Greece 
and the 226 allowed Turkey under the 
present law. Even so, it is doubtful if 
one Smyrna refugee was admitted under 
the quotas for the year July 1, 1922 to 
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June 30, 1923. Under the first quota 
act, the quotas for practically all coun- 
tries were exhausted by the end of the 
first five months of the immigration 
year, that is, by November 30, and the 
visas available under the Greek and 
Turkish quotas for that year were un- 
doubtedly assigned even before Smyrna 
fell. In spite of the valiant efforts of 
the League of Nations and its High 
Commissioner for Refugees, Dr. Nan- 


sen, the Armenian refugees are still a. 


problem.* 


WHITE RUSSIAN REFUGEES 


The so-called “White Russians” form 
a third group of refugees who have 
failed to find asylum in the United 
States since our quota laws went into 
effect. After the fall of the Czar and 
of the Kerensky government, some two 
million adherents of those regimes fled 
from Russia and scattered throughout 
the world. Comparatively few were 
able to come to the United States. Ac- 
cording to immigration statistics only 
26,897 immigrants belonging to the 
Russian race were .admitted to this 
country during the decade 1921-30, and 
in this number are included nonrefugee 
Russians as well as refugees. A decree 
issued by the Soviet Government in 
1921 and affirmed in 1924 and in 1930 
deprived these people of their Russian 
citizenship and made them “stateless.” 
Some have become citizens of the coun- 
tries in which they found refuge, but 
the majority, cherishing the hope of 
some day returning to their native 
country, have refused to renounce Rus- 


1 See article by Walter Adams, “Refugees in 
Europe,” in this volume.—Enpitor’s Note. 


sian citizenship. It is estimated that 
there are some 300,000 Russians who 
still have refugee status, men and 
women without a country, with all the 
disabilities that entails. A recent re- 
port of the Nansen Office of the League 
of Nations pictures the particularly dis- 
tressing situation of a group of 75,000 
of these White Russian refugees in the 
Far East and warns that unless the 
group is transferred soon to more auspi- 
cious surroundings it will be hopelessly 
lost and ruined.? 

One generous gesture toward Rus- 
sian refugees was made by the United 
States a few years ago. It was known 
that some had entered or remained here 
illegally. As they were without a coun- 
try, deportation was impossible in most 
cases. In 1934 Congress passed an act 
permitting them to legalize their stay 
provided they could prove they had 
entered the United States before July 
1, 1933, were bona fide refugees, per- 
sons of good moral character, and de- 
portable only for illegal entry. Al- 
though many such refugees were re- 
ported to be here illegally, only some 
1,425 took advantage of the act. 

The existing world emergency in re- 
gard to refugees has brought home to 
many Americans more emphatically 
than any of these earlier refugee situa- 
tions the conflict between America’s 
tradition of asylum and our existing im- 
migration policy. Whether the public 
debate now going forward will result in 
any amendment of the present law, it 
is too early to say. 


2 See article by Mrs. Schaufuss, “The White 
Russian Refugees,” in this volume.—EDITOR’S 
Nore. 


Mr. Read Lewis and Miss Marian Schibsby are the 
director and associate director, respectively, of the 
Foreign Language Information Service, New York 
City, and as such have dealt for many years with prob- 
lems of immigration, assimilation, and betier inter- 


group understanding. 


Political Refugees? 


By Oscar JAszr 


LL the refugees whom the develop- 
ments of the World War and post- 
war period produced are in a certain 
sense political refugees, because they 
are not emigrants of the prewar type, 
that is, men who voluntarily left their 
own country and chose a new one with 
reasonable hope of naturalization. On 
the contrary, they are masses uprooted 
` by fundamental political changes, by 
crises in sovereignty. They have been 
expelled from their old countries, either 
by the new governments or as remnants 
of defeated armies, or have been driven 
out of their war-devastated provinces or 
persecuted on account of their previous 
political attitudes, or compelled to emi- 
grate in consequence of certain policies 
of the new sovereign power. In this 
way, several millions have been affected 
who belong to very different categories: 
a Jarge, Eastern Jewish population which 
fled before the invading Russian forces; 
the survivors of the White counter- 
revolutionary armies; those who fled 
before revolutionary or counterrevolu- 
1The author of this article (completed 
March of this year) is sadly conscious of the 
fact that, due to the lack of reliable statistical 
material and of a more comprehensive range 
* of data, nothing authoritative or definitive 
can be written on this subject; but the prob- 
lem itself is of conspicuous interest and may 
encourage later writers under more favorable 
conditions to produce more exact treatment. 
Even the monumental report on The Refugee 
Problem by Sir John Hope Simpson (Oxford 
University Press, 1939) has not spoken the 
final word on this topic. 

The author is indebted for. valuable infor- 
mation to many persons who are in touch 
with the problem, particularly Professors Kar- 
povich, Salvemini, and Sorokin of Harvard 
University; Dr. G. Nitti of Paris and Dr. A. 
Zanetti of Geneva; Dr. Z. Rónai of Brussels; 
and Dr, P. Drucker, E. Havas, and Dr. S. 
Pribichevich of New York. Needless to say, 
the author is exclusively responsible for both 
the facts and the conclusions of the article. 
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tionary governments; those who became 
optants for citizenship in neighboring 
states; hundreds of thousands of kulaks 
and bourgeois who were thrown out be- 
cause they represented the principle of 
private property; hundreds of thou- 
sands of Jews who became outcasts on 
the principle of German and Italian 
racial purity. 


Passive, ACTIVE, AND BORDER 
POLITICAL REFUGEES 


However, the overwhelming majority 
of all these categories cannot be called 
political refugees in a strict sense. They 
are only passive victims of the huge his- 
torical processes, like sufferers from a 
flood or an earthquake which annihi- 
lated their means of existence. Even 
the greatest section of the remnants of 
the defeated armies cannot properly be 
called political refugees, as in most cases 
they were enrolled by the military com- 
mands without inquiry about their 
political principles. Aside from these 
passive political refugees there is a 
comparatively small group which we 
may call active political refugees, that 
is, that part of the uprooted masses who 
were conscious participants in the crisis, 
fighting for their own political prin- 
ciples. 

A further subdivision in both groups 
just mentioned may be called border 
refugees, that is, people who, fleeing 
from the vindictive arms of the new 
government, have gone into contiguous 
countries whose governments were more 
or less friendly to them. Baltic refugees 
who fled into neighboring countries, 
Hungarian refugees who went into the 
countries of the Little Entente and to 
Austria, Austrians who fled to Czecho- 
slovakia, Germans who fled to Austria, 
Russians emigrating to Poland or the 
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Baltic States or Manchuria, and many 
others are examples of border refugees. 
A great mass of such border refugees 
was created by the new frontiers, either 
as legal optants freely choosing between 
two political allegiances or because en- 
dangered in their lives by the new gov- 
ernments, like the democratic Sudeten 
Germans and the Czech Socialists and 
the Jews in the annexed territories. 


DIFFERENT WAVES OF POLITICAL 
REFUGEES 


Of course, these three categories of 
political refugees cannot be strictly sep- 
arated in individual instances, but our 
main attention will be concentrated on 
the problem of active political refugees. 
Their recent ancestors were the religious 
groups expelled by the victorious Coun- 
ter Reformation, who preferred exile to 
the abandonment of their creed. Later, 
those who fought for national independ- 
ence or political liberty, such as Gari- 
baldi, Mazzini, Kossuth, and Schurz, 
and those who prepared for economic 
and social revolution like Marx, Engels, 
Bakunin, and Kropotkin, were the chief 
representatives of active political émi- 
grés. In earlier times, those political 
nonconformists were mostly middle- 
class individuals without a coherent fol- 
lowing, whereas the new political emi- 
gration includes a considerable number 
of workers and peasants organized into 
parties and trade unions. The conclu- 
sion seems to be warranted that active 
political émigrés represent at the pres- 
ent time a far larger proportion than in 
the past. 

The first great wave of political emi- 
grants was a consequence of the Rus- 
sian revolution. It would be erroneous 
to consider all its refugees as belonging 
to the conservative faction; there was 
also a considerable number of radicals, 
socialists, and social-revolutionaries 
among them. 

Another great wave resulted from the 


Turkish revolution after the crushing of 
the Greek armies, which produced a 
vast number of Greek, Armenian, and 
other Near East refugees. 

The victorious counterrevolutions also 
caused a great uprooting of the revolu- 
tionary elements. This happened in the 
Spanish, Finnish, and Hungarian count- 
terrevolutions, and, in the most impor- 
tant reaction of this period, in Italy. 

The defeat of the agrarian party in 
Bulgaria following the murder of Stam- 
bulisky, the military absolutism in 
Yugoslavia, and the dismemberment of 
Macedonia also created emigrations. 
There was a small exodus from the Bal- 
tic countries. 

A new and far more important emi- 
gratory wave started with the coming 
of Hitler to power, which immediately 
made the Jewish problem the sorest in 
Europe. The incorporation of Austria 
and the annexation of the German parts 
of Czechoslovakia not only accentuated 
the dangers of Jewish persecution but 
added border refugee problems of first 
magnitude. According to competent 
observers, the dismemberment of Czech- 
oslovakia produced some 400,000 ref- 
ugees: ? uprooted civil servants, Czech 
and Slovak colonists driven out of 
the territories which have now been 
reincorporated in Hungary, endan- 
gered Hungarian Socialist and peas- 
ant leaders, and German Socialists and 
Communists from the Sudeten who 
were loyal to the Prague government. 
It is reported that some of the cities 
which were reannexed to Hungary were 
considerably depopulated. Some of 
them have lost between 25 and 50 
per cent of their population. The same 
process went on in many villages in a 

2 This was written before the final incor- 
poration of Bohemia and Moravia into the 
German Reich, a move which in all proba- 
bility will be followed by incorporation of 
Slovak territories into Hungary. These 


changes will further accentuate the border 
refugee problem. 
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most brutal fashion, led by terrorist 
groups. The so-called Guards-in-Rags 
(Rongyos Gárda) in Hungary, the 
Hlinka Guard in Slovakia, and the 
Ukraine terrorist band Sič acted in 
some cases as predatory adventurers 
driving undesirable border refugees 
across the frontier. If we compare the 
scrupulous optant regulations of the de- 
famed peace treaties of the World War 
with the Munich settlement, we are in- 
clined to regard the earlier ones as 
humanitarian documents. 

The masses of refugees who returned 
after the dismemberment of their coun- 
tries to the old fatherland cannot be 
strictly classified as border refugees, be- 
cause in most cases they had become or 
will become citizens with full rights. 
Those thousands of Turks, Greeks, and 
Bulgarians who were repatriated by 
international agreements also cannot be 
classed as a refugee problem. But 
there is a category of quasi-refugees 
which interests us. These are the peo- 
ple who after the dismemberment of 
their countries opted for the new sov- 
ereignty, yet who were not accepted but 
only tolerated by it: either they could 
not present the necessary identification 
papers or were repudiated because of 
their poverty or former political alle- 
giance. Immediately after the World 
War, possibly several hundred thou- 
sands became “foreigners” tolerated un- 
der the Damocles sword of expulsion. 
It seems that even now there is a con- 
siderable number of such individuals. 
At the Paris Congress of the League des 
Droits de VHomme, December 1932, 
the Austrian group declared that Italy, 
Czechoslovakia, and Yugoslavia refused 
citizenship to the poor and the aged, 
and “more than 100,000 men without a 
country live a miserable life on the ter- 
ritory of the former monarchy.”* The 


3 Marc Vichniac, Le Statut International 
des Apatrides, Académie de Droit Interna- 
tional, Receuil de Cours, 1933. 


new dislocation of frontiers after Mu- 
nich accentuated this problem. Early 
this year, for example, the Slovak gov- 
ernment ordered that the citizenship of 
those naturalized since 1918 should be 
re-examined. 


NuMBER OF PoLITICAL REFUGEES 


The total number of political émigrés, 
both active and passive, has been esti- 
mated differently, so that, even avoid- 
ing extremes, only the most conjectural 
figures can be given. Taking into ac- 
count merely the various political emi- 
grations on the European continent, one 
can speak without great error of about 
600,000 to 700,000 Russian refugees, 
200,000 Germans and Austrians (Jews 
and non-Jews), about 100,000 Italians 
(including with political refugees their 
sympathizers in Italian colonies), and 
the rest, belonging to smaller refugee 
groups such as Hungarians, Finns, Bul- 
garians, Spaniards, and others. Adding 
to this number 200,000 victims of 
boundary changes who, though tol- 
erated, did not find final citizenship, it 
is reasonable to speak of a political ref- 
ugee contingent of well over 1,000,000. 
The recent victory of the counterrevolu- 
tion in Spain will surely increase this 
figure by several hundred thousand. 

How large can be the number of ac- 
tive refugees among these masses? A 
reliable criterion seems to be the num- 
ber of refugees who cannot return to 
the old country without being imme- 
diately jailed. Italian observers believe 
that among their political refugees in 
France there are about 25,000 such per- 
sons. The proportion of active Italian 
political refugees seems to be exception- 
ally high, due partly to the greater emo- 
tionality of the race, their keenly de- 
veloped feeling of justice, and partly to 
the number of sympathizers among the 
nonpolitical emigration who have turned 
anti-Fascist. 

It seems reasonably accurate to assert 
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that 10 per cent of all political refugees 
may be included in the active class, that 
is: all revolutionary intellectuals, party 
and trade union leaders, some members 
of the middle class, and many relatively 
insignificant persons who took active 
part in local organizations—all of whom 
came into conflict with the new vic- 
torious regime and who are now on the 
black lists. On this premise there are 
about 100,000 active political refugees 
living in various European countries. 


STRUCTURE AND FUNCTION oF GROUPS 


The difference between active and 
passive political refugees is not a purely 
abstract distinction for methodological 
reasons; it is something clearly felt by 
the respective categories themselves. 
Madame Jolán Földes in her excellent 
novel, which is the only attempt as far 
as this writer knows at a psychological 
and sociological reconstruction of the 
variegated refugee life in Paris after 
the World War, makes this difference 
very clear without any idea of theoreti- 
cal classification, and even adds a third 
category, the Lumpenproletariat, which 
is found in every political emigration. 


The owner of the Hungarian restaurant 
in the Rue Francois-Miron is an emigrant, 
and so are most of his guests. At that 
time, Hungarians in Paris could be divided 
into three groups. To the first group be- 
long those who had nothing whatsoever to 
do with communism or politics. They have 
come of their own accord, because work 
was scarce and they could not make a liv- 
ing at home. The second group, the emi- 
grants, can again be subdivided into two 
groups: socialist and communist... . The 
third group is the dregs. Suspicious indi- 
viduals, loafing adventurers, petty mounte- 
banks, in short—and according to the word 
that has been created in Paris at the time 
—the “grabbers.” The grabber sucks the 
blood of the other two groups and of the 
charity institutions. .. 4 


4 The Street of the Fishing Cat (New York, 
1937), p. 75, 


The book shows with the same pene- 
tration how the most different social 
strata are intermingled in the refugee 
crowd, and often meet in the common 
misery. A former Austrian countess 
says to a Hungarian proletarian girl 
with whom she is working in the same 
shop: 


Comtesse Marguerite, Comtesse Mar- 
guerite! I’ve been living in this cursed 
city for the last four years, and I hear 
nothing else all the time. I’m like a stray 
dog. No one speaks like a human being 
to me. They keep me in this place be- 
cause Comtesse Marguerite sounds well, or 
they’d get rid of me soon enough. I’m 
twenty-two, and I’ve been living alone for 
four years. My father was a diplomat, he’s 
been a diplomat for you too, you frog! 
After the debacle, he adopted Jugoslav 
nationality, because he’s a Dalmatian and 
he had property in Dalmatia; he thought 
he might save it that way. But the Serbs 
said he was a damned Austrian, and confis- 
cated the estate, and he’d lost his pension 
by going over to Jugoslavia. Then he went 
down to Egypt where he was last stationed. 
He said he had many good friends there, 
they would help him build up a new ex- 
istence. Poor man, he’s been building it 
up ever since; he keeps writing me des- 
perate letters. My mother lives at home, 
in Vienna, rents furnished rooms and sits 
waiting for the few francs which I manage 
to scrape together to send her.® 


Is the life and social function of the 
present-day political refugees compara- 
ble with that of political emigrants of 
previous periods? It cannot be doubted 
that the contribution of many exiles has 
been significant in shaping the political 
and social thought of the world. It 
seems that some of the most important 
chapters in political thought have been 
the work of persecuted men who transi- 
torily or for a longer period were com- 
pelled to live in a foreign society. It is 
enough to recall such names as Plato, 
Zeno, Dante, Marsiglio, Machiavelli, 


5 Ibid, p- 116, 
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Calvin, Grotius, Spinoza, Locke, Rous- 
seau, Voltaire, Mazzini, Marx, Engels, 
Bakunin, Hugo, and Kropotkin (and this 
list could easily be expanded) to show 
how much we are indebted to those men 
who worked under the hardship of their 
exiled life. And there is nothing strange 
in this phenomenon, because the crisis 
of their personal life and the experiences 
in new surroundings concentrated their 
attention upon essential things and 
made them more sensitive towards new 
solutions. It cannot be doubted that 
some men in the new emigration, espe- 
cially from the Russian, Italian, and 
German groups, will some day be in- 
cluded in this roll of honor because they 
have given a new approach to the prob- 
lems of our time. 


SUFFERINGS OF THE REFUGEES 


Of course, these are exceptional cases 
performed by men of genius. The rank 
and file is in a quite different situation. 
Former emigrations have very often 
been gladly received in foreign countries 
because they were considered promising 
participants in the development of the 
national industry. The situation has 
changed completely. With the excep- 
tion of short periods in the economic 
cycle, the new manual or professional 
worker is now regarded as a dangerous 
competitor. Furthermore, the structure 
of our society has become far more rigid 
and the danger of political friction far 
more acute. Therefore, most of the ref- 
ugees face great uncertainty, continuous 
privation, and the danger of expulsion. 
Very often they are regarded as vaga- 
bonds, having not even papers of identi- 
fication. 

The Nansen Passport has alleviated 
the situation only for the Russians and 
some smaller groups, but great masses 
of émigrés have been deprived even of 
the modest guarantees of this settle- 
ment. The Nansen Passport has be- 
come associated with the idea gf coun- 
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terrevolutionary refugees, whereas the 
victims of defeated revolutions have 
very often literally remained men with- 
out a country. No wonder that under 
such conditions most of the refugees fall 
into a kind of hysteria. They lose all 
connection with political reality and 
plot in a political vacuum. Even men 
of the caliber of Marx or Engels very 
often attributed great revolutionary sig- 
nificance to minor or unimportant inter- 
national events. 

The better part of the emigration, 
men with solid moral foundation, con- 
tinue often until the grave their hope- 
less fight for their political ideals. The 
Marxists among them have a certain 
consolation, because their materialistic 
dialectic always helps them to put even 
the most adverse event in a promising 
revolutionary light. Most of them be- 
come rigidly dogmatic, and all their 
despair and resentment against their 
fate is often turned against comrades of 
slightly different ideology. 

There are, however, a great number 
of people in all emigrations with a less 
solid moral background. ‘This is the 
element which is often abused by for- 
eign governments, which utilize them as 
instruments against the neighboring 
states. After the fall of the Hungarian 
revolutions, both democratic and Com- 
munist, for a short time revolutionary 
extremists were tolerated and even en- 
couraged in some of the neighboring 
countries, because their revolutionary 
doctrine seemed to be an antidote 
against the irredentistic propaganda fo- 
mented by the old country. But when 
a certain stabilization was achieved or 
when the propaganda of the extremists 
became too obstreperous, the same gov- 
ernments did not hesitate to imprison 
them or to drive them across the 
frontier. 

A further danger which makes the 
life of the political refugee a hell is the 
effect on him of the continuous change 
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in foreign policy. The growing influ- 
ence of Hitler and Mussolini has made 
their stay in the contiguous states far 
more precarious. This situation found 
its culmination after the recent annexa- 
tions by Germany, which led to a great 
number of individual and group catas- 
trophes. The tragic case of Peter 
Forster is generally known. He had 
escaped from a concentration camp in 
Germany and enjoyed asylum in Czech- 
oslovakia, but in consequence of the 
recent transformations he was handed 
over to the Germans and executed 
within twenty-four hours. Even more 
tragic appears the collective suicide of 
the Kuerschner family in Taormina, 
Italy, when an old mother of 73 years 
and three children of high intellectual 
attainments left this world because, as 
Dr. Kuerschner wrote, “the deep ocean 
may perhaps receive us in a more 
friendly way than the high governments 
of the countries hereabouts.”® There 
were analogous cases, even before Mu- 
nich. The well-known German philos- 
opher, Theodor Lessing, was murdered 
by political emissaries who shot him in 
a town near the German frontier. The 
same happened to the extremely gifted 
Carlo Rosselli, a man of highest politi- 
cal ideals, who was assassinated with his 
brother Nello near Paris, by hired mur- 
derers reputedly sent from Italy.” Two 
White Russian generals, Kutepov and 
Miller, leaders of the All-Military 
Union, a monarchist organization for 
“national regeneration” in Paris, were 
kidnaped, and nobody knows what be- 
came of them. 

Germany had been exercising consid- 
erable pressure on the Czechoslovak 
Government (even before the absorp- 
tion of the state) for the return of all 
German émigrés, including Communists 
and Socialists, because the Reich is “un- 

8 New York Times, March 23, 1939. 


7G. Salvemini, Carlo and Nello Rosselli, 
London, 1937. 


willing to part with a single German.” 8 
Even more pathetic is the situation of 
those who have become mere political 
pawns. The most atrocious case is that 
of the fifty-one Jews who in April 1938 
were found on a breakwater in the Dan- 
ube, brought there by Austrian storm- 
troopers the preceding evening without 
food, money, warm clothing, or identi- 
fication papers, and whom all three of 
the neighboring states (German-Austria, 
Czechoslovakia, and Hungary) refused 
to give even transitory admission. Sim- 
ilar cases occurred in other border re- 
gions. Many Jewish families were be- 
ing driven to the Yugoslav border from 
the Burgenland and citizenship was de- 
nied them by both countries.® But the 
most wretched case was the tragedy of 
some 15,000 Polish Jews who were sud- 
denly expelled from Germany in Octo- 
ber 1938, most of them not even finding 
transitory refuge. 


Dark Spots IN REFUGEE LIFE 


It is worth inquiring how far political 
refugees have been instrumental in 
changing the moral and political out- 
look of their own group or of their 
adopted country or in general of inter- 
national public opinion. Some of their 
actions have been disastrous, especially 
in time of acute economic crisis or when 
they became tools in the hands of 
Machiavellian foreign powers. 

Though nonpolitical in its character, 
the influx of Eastern Jews into Austria 
and Germany after the defeat of the 
Austrian army had very serious political 
repercussions and created the Ostjuden- 
frage, which contributed a great deal to 
anti-Semitic currents. This uprooted 
and unassimilated Eastern Jewish popu- 
lation in the years after the collapse be- 
came one of the factors in currency 
speculation in the ill-famed Black 
Bourses in the cafés around the official 


8 New York Times, Oct. 8, 1938. 
9 Ibid, April 20, 1938. 
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stock exchange in Vienna. Demagogic 
agitation could easily concentrate the 
ire of the distressed population on these 
symptoms of economic disaster. 

The increasing expulsion of the Jews 
from smaller Danubian countries can 
have a similarly disastrous effect, though 
in the opposite direction. Since modern 
capitalism in those countries, particu- 
larly Hungary and Rumania, has been 
almost exclusively Jewish, and since 
there is no Gentile commercial and in- 
dustrial middle class which can assume 
their economic function, as in Germany, 
many observers believe that the expul- 
sion of the Jews would mean the col- 
lapse of the entire economic structure of 
those countries—a process that was al- 
ready beginning under the shortlived ex- 
periment of Premier Goga in Rumania. 

The assassination of the Bulgarian 
Premier Stambulisky in June 1923 and 
the counterrevolutionary coup d’état 
were in part the work of Macedonian 
political émigrés who, in conjunction 
with the military party, made an end to 
the policy of the agrarians, whom they 
hated because of their conciliatory tend- 
encies toward Yugoslavia and because 
of their antibourgeois attitude." The 
tension of the refugees in the next year 
became so great that several hundred 
Macedonians were put into prison.!? 
In April 1925 another plot shook the 
foundations of the state, when extreme 
Communists and agrarians, led by ref- 
ugee elements, caused the explosion of 
a bomb in the Sveti Kral cathedral of 
Sofia, which killed 160 persons and 
wounded 200. The upheaval found na- 
tionwide reverberations, and the rivalry 
between refugee groups was a further 
cause of turmoil. From August 1924 to 

10 For details of the crisis see Otto Bauer, 
Die österreichische Revolution (Vienna, 1933), 
pp. 205-7; and C. A. Macartney, The Social 
Revolution in Austria (Cambridge, 1926), pp. 
215 et seg. 


11 New York Times, June 11-13, 1923. 
12 Ibid., April 25, 1924. 
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April 1925 there had been 40 assassina- 
tions as a result of the feud between two 
wings of revolutionists, the Macedonian 
Autonomists and the Macedonian Fed- 
eralists. It was widely believed that the 
Sofia plot was connected with pan-Serb 
emissaries.** ’ 

Another bloody event connected with 
refugee activities was the assassination 
of King Alexander of Yugoslavia and 
Louis Barthou, the French Foreign 
Minister, in Marseilles. The crime in- 
duced the Yugoslav Government to 
make a formal accusation against the 
Hungarian Government, charging that 
about thirty to forty members of the 
Ustasha, a revolutionary Croat organ- 
ization, found refuge in Janka Puszta, 
a camp in Hungary near the Yugoslav 
border, from which they organized sev- 
eral terroristic attacks against Yugo- 
slavia. It was also charged that the 
terrorists were provided with arms and 
falsified passports by the Hungarian 
Government. ‘Though all the accusa- 
tions were denied by the Hungarian 
Government, the tension between the 
two countries came almost to the break- 
ing point and led to the expulsion of 
numerous Hungarians from the Yugo- 
slav border region. It was at that time 
a widespread opinion that the real sup- 
‘porter of the Ustashi was not Hungary 
but Italy. Many Ustashi were par- 
doned and returned to Yugoslavia as a 
consequence of the agreement between 
Premier Stoyadinovich and Mussolini."* 


THE BRIGHTER SIDE 


Turning to the more pleasant aspects 
of the picture, political refugees have 
undoubtedly been a strong influence to- 
wards internationalism and for the bet- 
ter understanding of the different na- 


13 Ibid., April 18, 1925. 

14 For details of the Yugoslav-Hungarian 
controversy before the League, consult the 
Official Journal of the League of Nations, Vol. 
15, Part II (Dec., 1934), pp. 1715-16. 
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tional problems. Hungarian refugees in 
the Succession States were a potent 
force in dissipating the feudal atmos- 
phere of the Hungarian minorities, by 
analyzing social and economic condi- 
tions which had disrupted the Habsburg 
monarchy and showing the disastrous 
influence of the Latifundist system on 
the internal and foreign problems of the 
old country. In a recent book written 
on Returned Hungarians, the author, 
though hostile to the Czechs, empha- 
sizes that an entirely new spirit, more 
democratic and critical, has come into 
existence in the territories now reunited 
with Hungary. In spreading this spirit, 
the writings of the refugees have had 
great effect. 

The Italian refugees, under the lead- 
ership of Count Sforza and Professors 
Salvemini and Trentin, are to be cred- 
ited with having exposed the lies behind 
which the real nature of the Mussolini 
dictatorship was hidden by frivolous 
travelers, professional apologists, and 
naïve savants. In their numerous 
Paris papers and publications, of dif- 
ferent political persuasions, they have 
exercised great influence, not only in 
the refugee colonies and among other 
Italian emigrants but in the mother 
country as well. It has been calculated 
that between 1927 and 1938 some 3,000 
people in Italy were sentenced to 30,000 
years of imprisonment, and most of 
them were in clandestine contact with 
the refugees. It is a generally known 
fact that the Italian Government 
through its consulates in France is car- 
rying on a continuous fight against ref- 
ugee activities, and the budget for 
“secret expenses” has been greatly in- 
creased during the Fascist era. Several 
cases are known among Italian colonies 
in France where agents provocateurs 
have tried to compromise noted Italian 
anti-Fascists. It is also worth noting 


15 P, Szvatké, A Visszatért Magyarok, Bu- 
dapest, 1938. 


that the Roman Catholic clergy in for- 
eign countries is almost always on the 
side of the Fascists against anti-Fascist 
propaganda. 

Another point deserves mentioning: 
the emergence of new political concep- 
tions among the refugees. Carlo Ros- 
selli and his friends around the Giustizia 
e Libertà realized that no system of so- 
cialism was worth fighting for if not 
based on human rights and individual 
liberty. A revision of Marxian social- 
ism in this respect can also be found 
in other publications. Outside of the 
strictly political camp, Borgese and Si- 
lone have given to these ideas a world- 
wide audience through the force of their 
deep moral and artistic intuition.*® 
More generally, the literary activities 
of Italian emigrants has been quite re- 
markable. In addition to many politi- 
cal newspapers, it has been calculated 
that fifty authors have produced more 
than two hundred printed books. 

The Austrian refugees before the 
Anschluss under the leadership of Otto 
Bauer had developed a many-sided ac- 
tivity and were successful in maintain- 
ing underground connections with their 
Socialist comrades in Austria. The new 
edition of the Arbeiter Zeitung was ex- 
tensively smuggled into the country. 
The utter failure of the Dollfuss and 
Schuschnigg regimes to win over the 
workers to the Sténdestaat was to a con- 
siderable extent due to the effect of this 
propaganda. 

The present German emigration in 
Paris works mostly in a daily, the 
Pariser Tageblatt, and in two weeklies, 
edited by their former leading pub- 
licists. The periodical of the Austrian 
group, Der Sozialistische Kampf, tries 
to focus interest on the Austrian prob- 
lem, and in contradistinction to the 
Communists, who maintain the myth of 

16 G. A. Borgese, Goliath, New York, 1937; 


Ignazio Silone, Fontamara, New York, 1934; 
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an Austrian patriotism and of an inde- 
pendent Austria, endeavors to show that 
the Austrian problem can be solved only 
in the framework of a general German 
federation on a democratic, socialistic 
basis. 

There are many conflicting, even hos- 
tile, groups among the German emi- 
grants. This explains, to a certain ex- 
tent, why they have been unable to 
exercise any influence in the home 
country, where underground political 
activities seem to be unconnected with 
émigré influences. 

The most important intellectual group 
of the German emigration has been or- 
ganized by Professor Alvin Johnson in 
the Graduate Faculty of the New 
School for Social Research in New 
York. The infiuential philosopher Paul 
Tillich found a home in the Union The- 
ological Seminary. There also appears 
at irregular intervals a magazine pub- 
lished by Thomas Mann called Mass 
und Wert, in which the deeper philo- 
sophic foundations of the German prob- 
lem are emphasized. Two publishing 
firms in Amsterdam are issuing exclu- 
sively the works of refugee authors, in 
German. A third publishing firm has 
been started in this country under the 
name of the Alliance Book Corporation. 


SPECIAL ASPECTS OF THE RUSSIAN 
EMIGRATION 


Quite different and unique in its posi- 
tion is the work of the Russian refugees. 
Due to their vast number and the as- 
sistance of their Slavic brother-peoples 
(the Czechs and the Yugoslavs in par- 
ticular), and also to the relatively more 
friendly atmosphere which has sur- 
rounded them in Paris and elsewhere, 
the Russian refugees have performed a 
really imposing achievement in various 
fields of cultural activity. Their gen- 
eral atmosphere is apparently less politi- 
cal and dogmatic than that of the other 
groups. The great majority of, Russian 
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refugees feel themselves to be “patriotic 
Russians.” The regeneration of Russia 
and her culture seem to them far more 
important than political slogans, though 
there are also minorities among them of 
a stubborn, doctrinaire tendency. For 
instance, the semi-fascist organization, 
the Young Russians, combines loyalty 
to the Romanov dynasty with the 
“leader principle” and a quasi-socialist 
program. All these groups are seem- 
ingly united in an anti-Communist feel- 
ing. 

The Russian political emigration has 
at least one hundred newspapers, daily 
and weekly, and several magazines in 
literary, scientific, sociological, and phil- 
osophical subjects. Among them are 
works of very high quality. I. Bunin 
was awarded the Nobel Prize in litera- 
ture in 1933. The Russian refugees are 
also publishing several nonperiodical, 
monographic series, such as “The Stud- 
ies of the Russian Scholars and Scien- 
tists Abroad” (in Russian), not to 
mention a large number of volumes pub- 
lished by them in various foreign lan- 
guages. There is also a sizable group 
of Russian Ukrainians, split into several 
different factions. 

A significant feature of this emigra- 
tion is the large number of religious or- 
ganizations. Perhaps as a reaction 
against the atheistic tendencies at home, 
religious life is growing with renewed in- 
tensity and remarkable vitality among 
the Russian émigrés. This religious 
tendency has manifested itself in the or- 
ganization of special theological schools 
with outstanding leaders, some of whom, 
strangely enough, used to be professors 
of political economy or other social sci- 
ences and who were among the first 
Marxians in Russia. One of them, 
Nicolas Berdiaev, belongs to the small 
group of men today who have opened 
new paths in religious and theological 
speculations. Many prominent intellec- 
tuals who were “free thinkers” or ‘“athe- 
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ists” before the revolution have become 
mystics and gnostics. F 

The cultural center in Prague estab- 
lished by Russian scholars is described 
elsewhere in this issue’ This large- 
scale action was motivated not only by 
pan-Slav sympathies but also by the 
expectation that the Bolshevik revolu- 
‘tion would soon come to an end and 
that a staff of well-trained intellectuals 
would be needed in the reconstruction of 
the country. As this expectation has 
not materialized, cultural aid has been 
reduced year by year. In Yugoslavia, 
purely Russian schools, both primary 
and secondary, with traditional Russian 
curricula, have been established, and 
though their number has diminished, 
there are still enough of them to pro- 
vide education for the children of the 
refugees in the main centers.7® 


Wuat SHOULD BE DONE? 


It cannot be doubted that the great 
majority of political refugees are among 
the most tragic elements of all refugees. 

- Men of refinement and culture, they 
feel the adversity of their situation with 
double intensity; and they have been 
left practically. penniless. Furthermore, 
the authorities distrust them more than 
other types of refugees. The disruption 
of the Czechoslovak state was a major 
catastrophe for all the political refugees 
there. Several thousand Germans, Aus- 
trians, Hungarians, and Russians now 
face expulsion, which would mean death 
for many of them. A further suffering 
for many of the refugees is the fact that, 
with the growing influence of the Fas- 
cist system, in most countries they are 
practically gagged. They are not al- 
lowed to express political opinions or 


17 See article “The White Russian Refugees” 
by Tatiana Schaufuss. 

18 Interesting data on many aspects of the 
Russian emigration may be found in W. 
Chapin Huntington, The Homesick Million, 
Boston, 1933. 


to form organizations among them- 
selves. The expulsion of two well- 
known and esteemed Italian: journalists, 
Signor Pacciardi and Baron a Prato, 
from Switzerland shows how much even 
such an old democracy has been intimi- 
dated by the Fascist dictator. 

It would therefore be a noble work 
for the democratic countries to alle- 
viate the tragedy of political émigrés, 
which presents itself as a special type 
in the refugee problem. Much has been 
done by the Socialist International and 
trade unions, in which work the French 
League for Human Rights has also par- 
ticipated, whereas the Third Interna- 
tional has shown no interest in the prob- 
lem. The situation of the few liberal 
émigrés is particularly pathetic, because 
they do not have the backing of large 
organizations which gives occasional 
support to Socialists or Communists. A 
general international organization is im- 
perative. Protection should be ex- 
tended not only to the “Nansen” and 
German refugees, aided under the 
League of Nations and the Evian Con- 
ference, but to refugees“of all nationali- 
ties. 

It is a pitiful symptom of the present 
world disaster that a new and fierce 
competition is developing among politi- 
cal refugees. Those who are in contact 
with the European scene receive an in- 
creasing number of letters from poten- 
tial emigrants, complaining that the 
German emigration is given privileged 
support, whereas refugees from Russia, 
Italy, Hungary, and Rumania scarcely 
find any recognition. They emphasize 
that the German situation is predomi- 
nantly before the eye of foreign corre- 
spondents, whereas the refugees in less- 
known areas, though sometimes in more 
desperate straits, are almost entirely 
forgotten. For a decent solution, the 
same degree of security must be given 
to all refugees as is enjoyed by every 
lawful emigrant to the United States, 
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It is also claimed that the visa regu- 
lation should be handled with less bu- 
reaucratic red tape. As many of the 
political refugees have no passports, 
their status should be recognized on the 
testimony of reliable persons. Socialists 
assert that more prosperous refugees 
should not enjoy special privileges to 
the detriment of the poor; that the po- 
litical refugees should be given not only 
„entrance visas but also permission to 
find work; that those in immediate dan- 
ger should find preference in the grant- 
ing of visas; that the new plans for 
colonization in remote regions should 
not serve as a pretext for removing emi- 
grants already settled. The Geneva 
Convention of 1938 should be extended 
to all emigrants and be ratified by all 
democratic states. f 

Many observers believe that, in spite 
of international declarations of sym- 
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pathy and abundance of sentimental 
articles, the fate of the refugees has 
become substantially worse, because the 
new waves of emigration have made 
the supervision of the frontiers far more 
strict and inhuman. 

One cannot avoid this final conclu- 
sion: The real gravity of the refugee 
problem lies not in those who have al- 
ready fled their home countries, but in 
the potential refugees who have not yet 
been expatriated. If new masses should 
be added to those potential émigrés 
through the intolerance of the Franco 
dictatorship and the expansion of 
Nazism over the Danubian countries 
and Eastern Europe, a problem of such 
magnitude would be created that the 
normal methods of statecraft would 
prove pathetically inadequate. Only 
the catastrophic techniques of war and 
civil war would remain. 
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Difficulties in the Placement of Refugees 


By CLARENCE E. PICKETT 


HEN the present United States 

Immigration Law was passed in 
1924, liberals generally thought that it 
imposed unwarranted restrictions on the 
numbers who might be admitted. It is 
interesting to remind ourselves of that 
fact in order to see how much the atmos- 
phere has changed in these fifteen years. 
To many people the quota seems now 
a very generous allowance. There are 
even some threats to reduce it. Not 
only has this taken place in the United 
States, but throughout the world ad- 
ditional populations are unwelcome, 
even in countries like our own, which 
are oversupplied with foodstuffs. We 
naïvely oppose allowing persons to come 
in who could consume that food. No 
country seems to want settlers. 


ProsLems CAUSED BY HASTE 


As stated in previous articles, a mini- 
mum of six hundred thousand people 
must leave Germany. Where are they 
to go? During the first five years of 
the present government’s control in Ger- 
many, the policy of slow infiltration into 
other countries has been pursued. If it 
were possible to continue that process, 
it would be by all odds the best one to 
follow. Slow, gradual adjustment of 
individuals and families—not as a mass 
movement but as family migration—can 
be done with the least accompanying 
damage. Now, however, especially since 
the tenth of November 1938, the pres- 
sure is such that greater speed seems 
necessary, and this brings additional ad- 
ministrative problems. The first of 
these arises in our American consulates. 


Visas are now granted for immigration. 


to the United States at Berlin, Vienna, 
Stuttgart, and Hamburg. Persons in 
America who are assisting in securing 
affidavits for refugees who wish to emi- 


grate find the process increasingly dis- 
couraging because the consular offices 
are swamped with correspondence and 
cases so that they cannot handle them 
promptly. Appropriations to the State 
Department for this purpose are not 
large enough to supply these offices with 
sufficient assistance. It only requires a 
visit to the consular offices to discover 
that they are well and heroically man- 
aged, but that they are facing an im- 
possible volume of work under the pres- 
ent pressure. 

The second administrative problem 
has to do with the affidavit system. 
Chief among its difficulties is its indefi- 
niteness. No one can leave Germany 
unless he happens to have a good deal 
of property outside or unless he has an 
affidavit which guarantees support in 
case he becomes a public charge. How 
long does this guarantee last? Is it a 
legal document? To what extent does 
the liability go? If the affiant dies be- 
fore the death of the one for whom the 
affidavit was made, may the former’s 
estate be attached for the support indi- 
cated? These are types of questions 
which no one can answer positively. 
Apparently the document is not legally 
binding, but is considered by most 
people a moral commitment. Hesita- 
tion, however, in taking such an indefi- 
nite obligation is very great, so that the 
securing of affidavits is an almost im- 
possible burden. 

From November 9 to 12—days that 
are now called in Germany “the days of 
broken glass”—thirty-five thousand men 
were thrown into concentration camps. 
Many have been released since, but on 
the promise that they would emigrate 
promptly. They made the promise, 
hoping by some chance to be able to get 
out. Some ran the risk of simply walk- 
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ing across the border without permis- 
sion. A few have been able to get into 
transit countries, such as the Nether- 
lands, Switzerland, France, or England; 
and a very few have been able to ex- 
pedite their emigration to the United 
States. Many, however, find them- 
selves now threatened with being re- 
turned to concentration camps because 
they have not lived up to their pledge. 

These and other people who are con- 
stantly harried in an effort to hasten 
their leaving Germany constitute a ma- 
jor problem in. volume. It requires 
speedy action. A natural sequence of 
events would be for two or three large 
colony developments to be actually pro- 
jected and planned, and, awaiting their 
development, mass emigration could 
take place to border countries in transit 
camps. Here, under the guidance of 
properly equipped educational experts, 
the waiting period could be used to 
learn the language of the country to 
which they would go, to be trained in 
new skills, and adjusted to new habits 
of life. If this sequence could be 
worked out, then speedy emigration 
from Germany might be in sight. Even 
then, the congestion in consular offices 
would still be a matter to be reckoned 
with. But at the present time no co- 
lonial schemes of any size, except in 
Palestine, have developed. A possible 
location in British Guiana is now being 
very carefully studied. 


How America Micur HELP 


One measure which might be taken in 
the United States would help to carry 
the burden. That would be the passage 
of a bill in Congress which might admit 
ten thousand children in two years, 
fourteen years old and under. ‘There 
are agencies in Germany which could 
assist in the assembling and convoying 
of children to the boat and across the 
ocean. Already sufficient consideration 
of placement in this country has been 


given to indicate that the present child 
placing agencies could, without great 
difficulty, take care of this volume of 
placement with the creation of very 
little additional machinery. Again, this 
would be practically impossible unless 
provision could be made in consular of- 
fices for taking care of the visa require- 
ments for the extra load of business. 
But if it could be done, it would greatly 
relieve the strain under which families 
now suffer. 


PROBLEMS OF PLACEMENT 


So far as America is concerned, the 
careful placement of refugees in this 
country is the point at which the ques- 
tion may be answered—Is the refugee to 
be a menace or an asset? At the most 
now, we can only receive 27,500 Ger- 
mans per year, which means about 1 to 
every 4,500 Americans now here. If 
they can be widely distributed across the 
country in places where their skills are 
needed, they can be an asset of creative 
value to our life; but as long as place- 
ment is done largely from offices in 
large cities, the tendency is to settle 
locally and to pile the layers of refugees 
deeper and deeper. This only intensifies 
the sense of competition and leads to 
further anti-Semitic feeling. 

Just now a reception home is being 
established in mid-Iowa which can ac- 
commodate forty persons. It is planned 
to send almost immediately upon their 
arrival such persons as are willing to go 
to this reception home, which is also a 
placement center. A committee is 
established to have general supervision 
of the home and to act under the leader- 
ship of an expert placement agent as 
aids in locating these people within two 
or three hundred miles of the placement 
center. It is my judgment that this de- 
vice should be duplicated a number of 
times in various parts of the country, so 
that skills and abilities of the persons 
who come may be placed where they are 
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needed and where they are not in serious 
competition with persons in normal’ 
American life. 


SKILLS OF THE IMMIGRANTS 


Certain administrative problems 
emerge in placement. There are a good 
many lawyers coming, but the training 
in and practice of law in Germany is 
sufficiently different from that in the 
United States to make placement in his 
profession almost impossible to a lawyer 
without a great deal of additional train- 
ing. Dentistry is a highly protected 
profession, even though three-fourths of 
our American people never use a den- 
tist. And medicine is only a little less 
so, even though one-third of our people 
are ill cared for medically. 

Of course, the administrative problem 
of placement is complicated by the lack 
of adjustability of the immigrant. One 
speaks here with great humility, because 
he knows too well how difficult are the 
tremendous adjustments that German 
immigrants are now called upon to 
make. He feels that perhaps if such ad- 
justments were required of himself, he 
would be far less able to make them. 

Also, one sees some persons of out- 
standing gifts and abilities who have 
been recognized in Germany, willing to 
come to this country and begin in places 
that give only the most modest recog- 
nition and inadequate compensation. 
Many of them have come, making rich 
and significant contribution to our 
American life, and are doing it with joy 
and satisfaction, even though they as 
yet receive far less for what they are 
doing than people around them. 

On the other hand, it is very often the 
case that the skill which has represented 
the earning capacity of the refugee in 
Germany will not apply in this country. 
One must then pick up, if possible, some 
hobby or side line in the person’s experi- 
ence which can be emphasized and. de- 
veloped. This generally requires a long 
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period of living on a very modest in- 
come and under circumstances which 
make family life difficult to maintain, 
At times irritations and criticisms de- 
velop which make the problem of ad- 
ministration many times more difficult. 


DANGERS oF Success 


In considering the problem of the 
German Jews and other non-Aryans, 
one is continually conscious of the fact 
that the more successful and the more 
demonstrative the process of handling 
this group becomes, the more likely it is 
that other countries in Central Europe 
will undertake to press their Jewish 
minorities out of their borders. One is 
therefore constantly between two fires. 
The first tendency is not to hurry the 
process. Let it take a rather slow and 
natural course, having other countries 
see that it is difficult, and discouraging 
them from undertaking a like program. 
However, one only gets well started in 
that line when some new case comes 
across his desk or some new event occurs 
in Germany which reminds him that we 
delay speeding up emigration only at 
the cost of the nervous system, if not 
the actual physical life, of persons 
who are now in Germany and wish to 
get out. 

It may be that in the long run the 
only realistic form of thinking is to 
recognize that we should do what needs 
to be done at the moment, getting Jews 
and other non-Aryans out of Germany 
as promptly as possible, taking such 
consequences of the success-of that pro- 
gram as may have to come. They may 
be very dire for Jews in other countries 
in Central Europe, but they cannot be 
so serious for us, since our quotas for 
most of those countries are very small. 


DESIRABILITY OF REFUGEES 


There is a continual job of interpreta- 
tion that needs to be done in connection 
with this refugee problem. It needs to 
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be remembered that we are for the most 
part getting a highly skilled, trained, 
educated, cultured, and refined group of 
people. Some of them become employ- 
ers of Americans. The Secretary of the 
British Home Office says that already 
eleven thousand immigrants who have 
come into Great Britain have supplied 
fifteen thousand jobs to Britishers in ad- 
dition to the jobs they themselves hold. 
No census has been made in this coun- 
try, but it is probable that the facts 
would be somewhat similar. 

We ought also to dispel the illusion 


‘that hoards are coming. Only 27,500 . 


per year can come, That in comparison 
to the time when we were receiving more 
than a million immigrants each year 
upon our own invitation, represents a 
wide contrast. We welcomed them in 
those days, and our problems of con- 
sumption were certainly very much less 
then than they are now. Every pair of 
hands that comes to this country brings 
along a mouth to feed. 


AGENCIES ENGAGED IN REFUGEE WORK 


Finally, the problem of co-ordination 
of agencies in this country which are re- 
sponsible for refugee work is extremely 
difficult. The Co-ordinating Committee 
in New York, discussed in a succeeding 
article, “Voluntary Organization,” rep- 
resents the most significant progress in 
this direction. ‘Those which are giving 
the largest measure of service are the 
various Jewish organizations, the Ameri- 
can Committee for Christian German 
Refugees, and the American Friends 
Service Committee. 

After the Evian Conference last sum- 
mer, the newly appointed Director of 
the Intergovernmental Committee, Mr. 
George Rublee, began negotiations with 
the German Government, hoping to 
work out a scheme whereby emigrants 
might bring out some of their property. 
One of the chief emigration difficulties 
now is that no country wishes to accept 


people with no money, whereas many of 
these proposed émigrés have plenty of 
property in Germany but cannot take it 
out. If they could take even a portion 
of their holding with them, entrance to 
any one of a number of other countries 
would be much easier. At this writing 
negotiations are still pending between 
the German Government and the Inter- 
governmental Committee. 

Representing the same general field 
of interest within our own country, the 
President appointed what is known as 
the “President’s Committee on German 
Refugees,” headed by Mr. James G. 
McDonald. This committee serves as a 
general bureau of information, helps to 
evaluate and co-ordinate efforts made by 
the great variety of American organiza- 
tions, and makes a study of a number 
of colony projects which have been pro- 
posed. 

Locally, all over the country, organi- 
zations have sprung into existence in 
great numbers which aspire to help 
place refugees, to receive children, or to 
render some service, often they know 
not what. It is the problem of the 
major organizations now in the field to 
capture the imagination and spirit, the 
ability and willingness, of these volun- 
tary groups to help in the problem of 
placement and orientation of the refu- 
gees as far as possible. 


DIFFICULTIES OF ADJUSTMENT 


In view of the adjustments that must 
be made and the complicated nature of 
the placement problems, even though 
within the next five years the major 
group of refugees may have left Ger- 
many, it will be much longer than that 
before the placements are completed 
and those who come to us are assimi- 
lated into American life. The same will 
be true of any of the other countries to 
which they go. Especially will this 
apply in countries where colonization 
schemes may be worked out. There, 
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matters of adjustment, of developing in- be involved and will require statesman- 
ternal administration and organization ship and management of the highest 
of life, of major importance which will possible order. 
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Starting Life Anew in a Strange Country 


By HERTHA Kraus 


HE other day Dr. Smith from a 

neighboring college called up: “One 
of my New York friends has asked me 
to invite a German refugee professor to 
my home for a few days. He is due to 
arrive tomorrow night, and I don’t 
know how to plan for him. Do you 
happen to have any suggestions?” Yes, 
I may have suggestions, a few at least, 
possibly more than I would dare to pre- 
sent to an unknown person over the 
telephone. 

There must be quite a few people 
puzzled, like Dr. Smith, hospitable, 
sympathetic, and eager to do the right 
thing, yet somewhat lost as to just what 
this may be, since this is their very first 
experience of meeting a refugee in the 
flesh. There are other Americans whose 
eagerness to help has become so widely 
known that in recent years these per- 
sons have been more or less flooded by 
a constant stream of visiting strangers 
referred to them with very little warn- 
ing. 

How little we all know about the 
newcomer, anxious to present those 
precious letters of introduction which he 
has collected so easily from well-mean- 
ing people here and abroad! Do we 
realize that for quite a while he actually 
believes that each of these letters is a 
powerful key to unlock the door of 
splendid opportunities to rebuild a life, 
that each is an effective short cut into 
the veiled area of discreetly hidden open 
jobs, well assorted and available to any- 
one who holds the proper directions to 
obtain them? 


DIFFICULTIES OF THE TRIP 
To come back to Dr. Smith’s friend 
from abroad, Dr. Schulz. Most likely 
this is his first trip into the unknown 
wilderness of these United Stages out- 
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side of New York City. From his point 
of view, he will have met with quite a 
few adventures before he ever reaches 
Dr. Smith’s house, located on the col- 
lege campus of a small community. He 
will try to purchase a timetable at a 
book store, and there are none for sale. 
Unfortunately, he is not aware of the 
fact that he can obtain one free of cost 
right at the railroad station in this land 
of service. The train has no signs in- 
dicating the main stations en route, and 
he is not sure whether he has entered 
the correct class, because compartments 
are not marked “first,” “second,” and 
“third.” The conductors’ frequent calls 
that coaches are in the rear has no 
meaning for him whatsoever. Nor does 
he grasp the “red cap’s” question, “Pull- 
man, sir?” because in his Old World vo- 
cabulary, the term “Pullman” is defi- 
nitely associated with sleeping cars, and 
why should anyone suggest a sleeper for 
a two- or three-hour ride during the 
day? 

Probably Dr. Schulz will be quite un- 
easy during the trip, because he is 
afraid of missing his destination. He 
has no timetable, he does not know how 
long the total ride will be, and he finds 
it impossible to discover the names of 
the cities passed en route, because there 
are no conspicuous signs in the depots. 
Quite likely he is unable to catch the 
conductor’s announcement of the next 
stops, as his ear is not used to taking in 
strange words without previous ac- 
quaintance, and in many instances he 
may expect quite a different pronuncia- 
tion of the names in question, which he 
knows only from reading, if he knows 
them at all. 

When the refugee professor finally 
arrives at his destination, he will have 
done a hard day’s work in coping with 
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many strange situations at a moment’s 
notice, for which he was totally unpre- 
pared. He would like to talk about the 
differences—of which only a very few 
have been mentioned—but he is hesi- 
tant to do so. Of course, he realizes 
that all the things which have surprised 
him are perfectly common and uninter- 
esting to his hosts, and most likely his 
English will not be adequate to present 
them in an amusing and revealing way. 
Surely his host’s family would not at all 
mind learning of his innumerable ad- 
ventures since his arrival in this coun- 
try; his surprising discoveries in drug 
stores, which seem to sell everything but 
drugs; the cafeterias—where even his 
dictionary is no help whatsoever; the 
post office—where everyone is most 
pleasant, but will not accept a telegram; 
his battle with the telephone operators 
who simply refuse to understand him, 
and of whom he is thoroughly afraid 
(“Mr. Schulz finds himself in the office 
without an appointment, although a let- 
ter had been sent him asking him to 
phone for one”). 


THE DEEP REALITIES 


Dr. Schulz is filled to the brim with 
the memory of innumerable trifling in- 
cidents of these strange American ways 
which everyone else seems to under- 
stand, and which no one takes the trou- 
ble to explain to him. He feels slightly 
ridiculous because he does not seem able 
to master them quickly, since, after all, 
he is not a sage, interested observer and 
student of such details. There happen 
to be a number of other things also on 
his mind which absorb most of his en- 
ergy. He needs his full mental and 
spiritual power to cope with certain 
other realities of his present life, and is 
therefore prone to pay too little atten- 
tion to observing and learning the me- 
chanics of living in Americå as promptly 
as he should, thus making himself feel 
less ridiculous and more secure. Here 
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are some of the things which are likely 
to be uppermost in his mind. He must 
regain some semblance of security in 
regard to his financial status—having 


. lost capital assets, current income, and 


a considerable part of his earning power © 
in transit. 

In regard to his legal status, Dr. 
Schulz is an alien in a country to whose 
protection and tolerance he has, at the 
best, only the slight claim of being a 
regularly admitted immigrant. Possibly 
he is only a visitor with a very tempo- 
rary permit to look around and provide 
himself with those important documents 
which alone will enable him to come 
back for permanent residence, i.e.: affi- 
davit, teaching contracts, letters of in- 
vitation, promises of hospitality and 
maintenance until such time as he will 
be self-supporting. 

In regard to his social status, the 
newcomer is still very conscious of the 
shock of having lost a respected position 
among friends and neighbors, among his 
professional associates, as part of a 
community to whose social and eco- 
nomic life he and his family have been 
of some importance for generations. 
Suddenly he has lost standing, function, 
a reason for being. He cannot provide 
for his family’s needs any more. Even 
worse, he has also lost his own signifi- 
cant outlet for whatever his creative 
ability, his contribution to his world, 
may have been. He has suddenly be- 
come crippled, bereft of a vital organ 
of his personality. He is filled with a 
deep hurt because of this, because of 
the irrational injustice of a fate which 
has uprooted his entire existence and 
thrown him to the winds. 

Whenever the refugee is ready to for- 
get his own problems and accept what- 
ever comes, crushing waves of sorrow 
bring back to his mind the suffering 
of friends and kin close to his heart. 
He knows they are in danger, ex- 
posed, frightened, in utmost need in 
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body and soul—and he is helpless to 
relieve them. ' 

The newcomer is hurt, too, by ex- 
treme loneliness, with friends scattered 
in distant lands, family torn apart; 
most aware of his loneliness when a 
united, harmonious, happy family group 
of newly found friends honor him by 
accepting him in their midst. 

Do not be afraid, however, that our 
friend from abroad will dwell so much 
on things of the past that he will not 
use the contacts and opportunities of 
the New World. As a matter of fact, he 
believes that he is quite prepared to use 
them promptly. He has a great desire 
to settle down soon, to find some niche, 
some little foothold where he will be 
allowed to work and earn a living— 
enough to feed his family is his imme- 
diate goal. He is not in the mood for 
experimentation, for a careful survey of 
the entire field, for exploring slight 
chances and different avenues toward a 
distant goal. To him, settling down in 
the new country is very rarely the be- 
ginning of a new life; it seems more the 
end of a long road which, in its more re- 
cent years, has been so dramatic, so 
adventurous, so dangerous, that the 
newcomer has had more than his fill of 
excitement. When one is emotionally 
and physically fagged out, one is not 
particularly interested in venturous liv- 
ing, and even very small ventures as- 
sume unbelievable proportions. There 
are, moreover, already plenty of ven- 
tures in meeting the impact of a new 
language, new mores, a new culture 
pattern. 


AGGRESSIVE INSISTENCE 


In addition to being quite ready to 
settle down quickly, if possible, in the 
very first American community that has 
been discovered at the end of a long 
journey over land and sea, the new- 
comer wants to “crash” this American 
haven of his dreams. All his experi- 
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ences of the last few years have taught 
him that only by incessant activity and 
utmost watchfulness can he save his 
very life. He comes from a deeply hos- 
tile world which has canceled his every 
claim to protection and fair play. He 
has barely escaped a trap which was 
practically shut, and the fact that he 
has been able to survive so far has been 
largely due to the most skillful plan- 
ning, the utmost resourcefulness, the 
stubborn insistence which would not 
take any “no’s” for an answer. He has 
been incessantly fired by fear, by re- 
sponsibility for helpless dependents, 
and by an elemental hunger to sur- 
vive. 

This powerful drive has proved ad- 
vantageous so far; even under the very 
shadow of the Statue of Liberty, in 
meeting the officials of the immigration 
service, it may have helped the immi- 
grant to obtain his final permission to 
enter the new land. Thus, it will take 
him a little while to understand that 
insistent aggressiveness is entirely out 
of fashion in this country. America has 
developed a pattern of social contacts 
steeped in easy friendliness, in toler- 
ance of the most conflicting ideas, in 
reservation of judgment in issues of any 
type, in patient acceptance of curious 
developments which “just grew,” that is 
a complete surprise to the newcomer 
from a less democratic world. His 
middle-European manners geared to a 
high pitch of overactivity through his 
recent experience will make him rather 
conspicuous in the midst of a world con- 
forming to a different pattern, and will 
make him appear much more aggressive 
and offensive than he really is. 

While the newcomer is all set to take 
hold of that elusive job which he needs 
to re-establish himself morally and eco- 
nomically, he may not discover for a 
very long time that every chance for a 
job may have evaporated because of his 
very insistence that he is qualified and 
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will make good. He believes that the 
only help he needs is a contact with an 
employer who has openings. He does 
not know, or rather he only learns grad- 
ually, at great cost and with consider- 
able resistance, that the vast majority 
of openings on practically every level 
presuppose information and qualities 
which the newcomer will have to ac- 
quire; also, that for this very process, 
he needs a great deal of help and pa- 
tience on the part of his friends in the 
New World. 


Wry UNPREPARED? 


Why do newcomers appear on our 
shores with so little preparation? Even 
if they have learned beforehand that in 
this country all food is taken to the 
mouth with the fork or the spoon, and 
that ice water does not spoil one’s meal, 
there are things of vastly greater im- 
portance for which they are not pre- 
pared. 

On the whole, very few tourists from 
Germany or Austria have ever visited 
this country, since, evidently, America 
has not as yet been discovered by the 
European who travels for pleasure. 
Teachers of English in German schools 
and universities used to study life and 
languages in Great Britain—not in the 
United States—and they brought home 
a wealth of stories and experiences emi- 
nently suited to create in the minds of 
interested students a picture of life 
which may have some relation to the 
British Isles, but certainly not to Amer- 
ica! 

Daily papers and magazines on the 
Continent carry practically no signifi- 
cant information about the American 
community, as is well known. Obvi- 
ously, lack of funds for adequate re- 
porting, and general lack of familiarity 
with background material for a more in- 
telligent interpretation of headline news 
for the European reader, have deprived 
the postwar reader in Europe of a 
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chance to know as much—or as little— 
about America as the average cultured 
American reader knows about present- 
day Europe. 

But let us not overlook those new- 
comers who have made a most earnest 
effort during the last few years to pre- 
pare for immigration by actual study. 
They have found it rather difficult to 
do so, for several reasons: the lack of 
adequate material in the books and 
magazines actually available to resi- 
dents of Central Europe, the difficulty 
of using public libraries if one belongs 
to the ostracized minority group, the 
language handicap, which may render 
excellent publications unintelligible, and 
the lack of guidance in their efforts to 
create a vision of the whole out of scat- 
tered and frequently unsignificant bits 
of unrelated information. 

After all, when the newcomers stud- 
ied books and maps to learn all about 
the new country, they did not do it in 
the security of a happy family home, 
planning for a summer trip during com- 
fortable winter evenings. Behind their 
studies was the stark fear of imminent 
danger, of the concentration camp, of 
losing their chance to get away before 
all countries closed their doors; dread of 
severing cherished ties and leaving all 
that had been known and understood, to 
start life anew, without resources, in the 
unknown land amidst strangers. It is 
hard to prepare fully and wisely under 
such circumstances. 

Finally, there is an increasing num- 
ber of newcomers whose energy has 
been spent entirely on one problem— 
how to escape from an intolerable situ- 
ation, how to meet the stern require- 
ment to leave their country, backed up 
by the full authority of man-made law 
and the most effective sinister machin- 
ery ready to enforce it. In their frantic 
search for an exit, they canvassed all 
the consulates, they studied the maps 
of Uruguay and Santo Domingo, of the 
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Tanganyika colony and of Alaska, of 
Turkey and of Abyssinia. They have 
become experts in immigration law, and 
they know all about visa requirements, 
“landing” money, and different forms of 
“affidavits” in relation to practically 
any country in the world which might 
have offered temporary or permanent 
refuge—but they had no time or leisure 
while searching the world to study the 
pattern, the likes and dislikes, the in- 
timate details, of life in the United 
States. Let them learn after they get 
here, and let us give them a real 
chance to learn, and some intelligent 
coaching to speed up the process. Oth- 
erwise, this process may be lengthy and 
painful. Their capacity to cope with 
life has already been too severely 
tested. 


DISILLUSIONMENT 


Do you realize how tremendously 
strong the impact of the New World is 
upon the newcomer? His happiness at 
having arrived, his joy at having 
escaped, his faith that, given the slight- 
est chance, he will surely make good, 
wane quickly. He is shocked to find 
the foreign language so very foreign. 
He is baffled by his lack of information 
—a lack not before anticipated. He is 
impressed by the abundant signs of a 
higher standard of living, which he fre- 
quently mistakes for indications of indi- 
vidual wealth. Through the contrast, 
he begins to be aware of the meaning of 
dependency, of very definitely limited 
means—a most terrifying experience 
when coupled with isolation. 

So the newly arrived clings to the 
émigré community at the port of en- 
trance, New York City. Here are 
friends who have known him as he was 
before, and understand completely that 
his present situation is in no way char- 
acteristic of his past—or his future. 
Here are friends who have been through 
the same shocking experience, who have 
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evidently survived, and should know 
the tricks which he wants to learn 
quickly from them. And, finally, here 
is an émigré community to whose mate- 
rial and spiritual assistance he feels that 
he has some claim. He is deeply 
ashamed to lay himself completely open 
in his naked misery and insecurity to 
the strange, smiling, and prosperous 
American community, which cannot 
possibly know his needs. 

So Friend Newcomer would much 
rather not leave New York City where 
strong ties bind him to fellow men of 
his own brand, sufficient in number to 
be somewhat of a substitute for the lost 
home community. It is extremely un- 
fortunate that his very insecurity ties 
him so close to the group of recent émi- 
grés that he will seek and accept a great 
deal of advice from them. Obviously, 
not all are equally competent to coun- 
sel. Their insight into American con- 
ditions, requirements, and trends is lim- 
ited, at the best; their own adjustment 
is just beginning. But they do speak 
the same language; they understand 
quickly; coming from the same back- 
ground, they do not ask questions im- 
possible to answer; and they are all 
eager to help; their own wounds are still 
throbbing. 

The émigrés have very definite sug- 
gestions, which they are ready to offer 
freely to any newcomer. Americans are 
likely to be most reserved in their coun- 
seling, and hesitate to assume any re- 
sponsibility in guiding a stranger’s 
stumbling steps. Americans still þe- 
lieve in the trial-and-error method, in 
letting people work out their own prob- 
lems (but do they have enough infor- 
mation to do so?) in the good old school 
of “hard knocks.” Americans, even 
those who have been knocked around in 
a severe depression, have a great deal 
of faith in the vitality of human nature, 
and sometimes expect miracles of re- 
covery. 
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WHAT THE NEWCOMER NEEDS 


It seems, however, that the refugee 
group arriving on our shores more re- 
cently and in the near future—escaped 
from a situation which no pen can de- 
scribe—need more help than a friendly 
handclasp and a genial smile of wel- 
come. If we understand the character- 
istics of their situation, we will and must 
find a way to help them toward rebuild- 
ing life in the American community. 

These are some of the essential first 
steps on the road, widely accepted by 
those friends of the refugees who have 
brought good will, understanding, and 
constructive intelligence to their prob- 
lem. l 

The newcomer needs definite help to 
find his way into the life and language 
of the American community, so that he 
may eventually become part of it. He 
also needs help in adapting his capacity 
for work and gainful occupation to the 
demands of a field to be selected. 

With the possible exception of provid- 
ing help in mastering the language for 
those who are very obviously incom- 
petent, we are somewhat prone to neg- 
lect the implications of the first chal- 
lenge. Let us supplement these efforts 
by providing wise, planned contacts 
with friendly people willing to share 
their information about the community 
in which they are rooted, and of which 
they are proud. Every offer of hospi- 
tality, every invitation for an explora- 
tion of markets, schools, churches, li- 
braries, and other centers of community 
activity might well became a joint and 
joyful discovery of a new land, a ven- 
ture in comparative studies with side 
glimpses into curious European ways, 
an educational experience in sheltered 
living to become acquainted with Amer- 
ica in all her characteristics and prefer- 
ably at her best. 

All this is essential to the person who 
has lost a homeland and does not easily 
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dare to believe that he will ever find a 
new home to understand, to work for, 
to belong to, and to love. I doubt 
whether he can really work before he 
begins to understand a great deal more 
than the mechanics of some job which 
he may have been awarded by charity 
or sheer good luck. It is the exceptional 
person from a very few specialized pro- 
fessional fields whose former training 
and experience will carry across inter- 
national boundaries and prove equally ` 
useful in a completely new setting. 
Sometimes generous or thoughtless em- 
ployers have believed that such skills 
would transfer easily, and have offered 
every opportunity for their immediate 
application, expecting to obtain a quali- 
fied if not distinguished service. How 
many have been disappointed in such 
expectations, unaware of the fact that 
they have expected the impossible to 
happen! 


GUIDANCE FOR WORK 


To help a newcomer really to find his 
best line for productive work, we want 
to proceed slowly, not push him into 
blind-alley jobs, not expect him to be 
humble and grateful for whatever work 
seems to be left by American labor. 
The majority have rather diversified 
skills, good training, and valuable ex- 
perience in work actually performed. 
Why waste such assets? 

Patient and searching analysis of all 
they bring, with due consideration of 
their age, sex, and personality, as a first 
step, usually brings out some qualifica- 
tions which may be entirely suitable for 
adaptation to an American market. It 
is most important that the next step be 
taken with equal care, and that all 
available information be provided for 
the analysis of these potential markets, 
as of their specific standards, require- 
ments, needs, and traditional doors of 
entrance. The next step leads straight 
toward these doors, if the analysis so 
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far has justified the course. More de- 
tailed information should be acquired; 
the need for supplemental training and 
the method and cost of obtaining it 
should be studied; the best or the most 
practical ways for retraining and adap- 
tation to a specific line of work should 
be carefully scrutinized. 

Whether training will take place in 
the formal setting of an educational in- 
stitution, through planned and diversi- 
` fied observation of actual American 
practice, through some modified system 
of apprenticeship or interneship, or 


through actually doing work under, 
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somewhat sheltered conditions (and at 
less than standard pay for a transition 
period), is of secondary importance. It 
is the principle which matters: sheltered 
living and sheltered employment follow- 
ing careful analysis of the individual 
newcomer, of his assets and his liabili- 
ties, seem essential ¿f we honestly want 
to help him to rebuild and adapt his 
personal and technical qualifications; if 
we see him, not at the end of a road, 
defeated, but at the beginning of his 
American career, a budding American 
citizen, eager to assume and share all 
the responsibilities of a new homeland. 
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The Refugee Speaks 


By Epuarp HEIMANN + 


T IS natural for the refugee from 
Germany to look forward to the new 
world with high expectations. 

What he leaves behind him is too full 
of horrors for him to tell. When the 
first waves of immigrants from Nazi 
Germany reached these shores in the 
year 1933, they disappointed and even 
estranged many sympathies by refusing 
to tell the atrocity stories which a naive 
lust for sensation had anticipated. There 
had been an ample measure of atroci- 
ties, indeed, but at least in the big cities 
few of them had been conspicuous; and 
they had been concentrated mainly on 
the active opponents of the regime, as 
usually happens in revolutions. Now- 
adays Americans are not likely to listen 
to tales too monotonously horrible to 
gratify any lust for sensation; and the 
refugees, many of whom have gone 
through the Great War, would rather 
refrain from reviving in words what the 
instinct of self-preservation urges them 
to try to forget.2 They stand out on 
deck and look for a new world, the 
scene of a hoped-for new existence, free 
from the terrors of the old. 

Thus prepared, the refugees watch 
the unfolding of the magnificent spec- 
tacle of the towers of Manhattan Island 
emerging from the ocean, like a castle 
of gods, beaming in the golden light un- 
der the blue sky of America. They 
silently salute the torch-bearing Statue 
of Liberty; they have a first view of 
American bridges whose gracious 


1 The author is indebted for important sug- 
gestions to Alice Salomon, Hans Simons, and 
Gerhard Colm. 

2 It is remarkable to observe that the serious 
American newspapers report almost nothing 
of this kind, except in vague allusions, al- 
though they devote much space to events in 
Germany. Much material can be found in 
some outstanding English newspapers. 


strength is even more typical of the 
country than the space-defying sky- 
scrapers; they enter the river in which 
the giants of the ocean easily pass by 
one another; and, after all these impres- 
sions have been stamped upon their sus- 
ceptible minds, they reach the climax of 
the tension when they walk down the 
gangplank—into America. They burst 
into tears in the arms of their friends 
and relatives, or they fall on their knees 
to kiss the ground where they are per- 
mitted to walk about as free men. 


ELATION OF THE NEWCOMERS 


No wonder that the newcomers are 
in a state of elation which borders upon 
intoxication—a condition which may, 
given favorable circumstances, last a 
considerable length of time. There are 
additional factors working in the same 
direction. The wild fluctuations of the 
climate are felt by some as a kind of 
massage, an invigorating force; by oth- 
ers rather as a kind of stimulus the use 
of which will increase the doctors’ and 
dentists’ bills in the long run. The 
beauty of the metropolis, both scenic 
and architectural, from the white sands 
of Jones’ Beach to the green lawns of 
Westchester, is a source of inspiration 
for those who are not immediately 
drawn into the bitter struggle for bread. 
Any one who is fortunate enough to 
visit some of the neat towns of old New 
England, with their majestic rivers and 
magnificent campuses, or the great 
structures and hallowed shrines of the 
national capital, or the endless woods 
and innumerable lakes which adorn the 
valleys of the northern mountains, gets 
further nourishment for his feeling that 
he has arrived in God’s own country. 

Last but not least, the people the ref- 
ugee meets in all walks of life, whether 
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introduced or not, show a courtesy, con- 
sideration, and friendliness which often 
leaves him speechless, and which always 
contributes to sustain his—alas unful- 
fillable!—expectations. There is in Eu- 
rope a great deal of grumbling which 
appears in personal relationships. In 
Germany it is customary for people to 
give vent to a sulkiness which seems to 
lie constantly in wait for its opportu- 
nity; and in a crowded country, with a 
highly hierarchical social order, it may 
be inherent in the rules of social control 
and cohesion to remind one’s neighbor 
of one’s superior authority by snubbing 
him. In the more democratic western 
and southern parts of Germany this is 
less customary than in Prussia, just as 
it is less customary in the more richly 
gifted and easy-going Austria. Today, 
of course, there is no free laughing and 
good-natured humanity at all in a coun- 
try whose every citizen is supposed to 
behave constantly as a hero or a hero’s 
mother. But in America the refugee 
finds an atmosphere utterly different 
from the whole of Europe. Here, man 
is basically man’s equal, friend, and 
ally in the great adventure of opening 
up a new continent. Strangers regard 
one another as comrades, and it is in- 
appropriate to burden or discourage 
anyone by indulging in anger or utter- 
ances of frustration. How strong must 
this spirit of the frontier be, since it 
survives even in the world’s most 
crowded and least fertile island! 

To the newcomer this is all the more 
a revelation, since he remembers from 
his native country’s postwar years a 
brand of American tourist who was 
most unpopular—and deserved to be, 
by virtue of his overbearing manner and 
general rapaciousness. On the other 
hand, the newcomer, while admiring the 
American standard of behavior, is quite 
unable at first to live up to this product 
of a long and elaborate process of moral 
training. He may continue snubbing 
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waiters or complaining, in his most vo- 


‘cal and abominable English, of the 


crowded conditions in the subway; and 
as a consequence, he will immediately 
feel himself excluded from the commu- 
nity which appeared so ready to receive 
him. In this way or in some other, his 
disillusionment begins sooner or later. 


DISAPPOINTMENTS 


The sense of disappointment veers to 
an aggressive self-defense. And is not 
the recent arrival right in insisting, all 
of a sudden, on the beauty of Europe 
which every American yearns to see? 
Is not Germany a most beautiful coun- 
try, with its picturesque old towns and 
magnificent cathedrals? Where are 
America’s Bach, Mozart, and Goethe? 
True, not only Germany but the rest of 
Europe as well is an uncomfortable 
place to live in these days; there are too 
many rumors and too many airplanes 
hovering above one’s head. It is good 
to be in America and look forward to 
becoming naturalized at the earliest 
date possible under the law. But it is 
also true that the most abject slums 
loom right around the corner of the 
most brilliant avenues, and the country 
bristles with unsolved problems of desti- 
tution, violence, and corruption. This 
is what his aggressive criticism turns to. 

To complete the circle, the stranger 
finds himself drawn into the vortex of 
unsolved American problems. No job 
is available to the man who used to give 
employment to many on the other side 
of the ocean, as a prosperous business 
man or lawyer. He lives on the charity 
of friends or relatives who had him 
come on their affidavits of support; he 
frequents the Emergency Committees in 
aid of German exiles, Jewish, Prot- 
estant, or Catholic; he has to wait in 
the row for an interview with their 
trained re-settlement workers and gets 
scores of introductions to strangers who 
do not lack sympathy but cannot use 
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his services. A sense of frustration and” 
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“Tt ds. -sometimes argued that these lat- 


humiliation grips him as the land oes ' ter form`a moral élite among the ref- - 


promise seems to bar him from its op- 
portunities. He realizes, of course, that 
there are millions of Americans whose 
plight he shares. But this, far from 
being a comfort, only aggravates his 
condition because it implies that the 
odds are against him in the struggle for 
a job. That he is permitted to com- 
pete at all is a rare privilege in the 
world of today, but it remains an empty 
fact to him as long as nothing comes to 
relieve his unbearable situation as an 
exile, penniless and jobless, dependent 
on others, in a country whose language 
and customs he does not understand. 
In Paris the German exiles are known 
as les Bei-uns because they untiringly 
complain of their present misery in the 
light of their former splendor. This at- 
titude is utterly insane, no doubt, but 
it only reflects the insanity of the world. 


Two CATEGORIES OF REFUGEES 


There are qualities in the refugee 
which are not apt to facilitate his ad- 
justment and reception. 

It is true that while generalizations 
are as dangerous as unavoidable in such 
discussions, they must give way to a 
certain differentiation at this point. 
There is inevitably a difference between 
two categories of refugees. The ma- 
jority consists of those who are denied 
the means of making a living by racial 
discrimination, which cancels their li- 
censes as doctors or lawyers, excludes 
` manufacturers from a share in raw ma- 
terials, prohibits the employment of 
Jews, and the like. Others, however, 
whether they are forced to flee or have 
left voluntarily, trace their exile to a 
free decision on their part regarding 
their loyalty to religious, moral, or po- 
litical creeds; if they had made up their 
minds to conform and submit, they 
could very well have stayed, because 
they were not “racially” objectionable. 


Sages’, having ‘preferred exile to an un- 


bearable moral climate at home. This 
is‘by no means incorrect, but it must 
not mislead us into believing that those 
who do stay in that climate as long as 
possible, both Gentiles and Jews, are 
thereby proven to be less valuable. The 
contrary may be true in such cases 
where they did stay to give advice and 
moral support to the oppressed and 
those whe, for whatever reason, cannot 
leave. The situation is too complex and 
too intrinsically abnormal for such 
Sweeping judgments to be justified. 
What can be said is only that the Gen- 
tiles among the refugees are likely to 
have exceptional moral and intellectual 
qualities. On the other hand, they én- 
counter much fewer difficulties in their 
new start and are relatively easily ab- 
sorbed. 

The racial selection insisted upon by 
Hitler does not use moral standards: it 
does not send to America simply a 
moral élite, but a checkered collection 
of individuals supposedly of one blood 
(which they are not, as every unblinded 
eye can see). This suggests a remark 
on the average qualities of this type of 
newcomer, although we must not forget 
that the proportions of the two types 
are bound to change considerably, as 
the Rublee committee estimates that of 
those in need of evacuation 43 per cent 
are Jewish and 57 per cent Christian, 
although partly of Jewish or half-Jewish 
blood. 

The Jews of Germany, as indeed of 
Europe, are widely held in America to 
be extremely versatile, unprejudiced, in- 
telligent, dangerous as competitors in 
business, and agitators in politics. To 
this observer, the contrary of all this 
appears to come nearer the truth. 
The American public is not aware of 
some fundamental observations. Among 
American criminals there are Jews, al- 
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though relatively few; in Europe,. Jew. 
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“types were very scarce among German 


ish criminality is practically unknown, 4 i “Jews, and with exceptions among the 


and that not only in Germany, where’ it’ 
might be attributed to the prosperous 
condition of Jews, but in eastern coun- 
tries as well, with their millions of very 
poor Jews. What, then, distinguishes 
them is a particularly highly developed 
sense of “respectability” with all the 
bourgeois ‘connotations of the word. 
They are an extremely conservative 
group. Otherwise it could not be un- 
derstood how, in the midst of destitu- 
tion and persecution over centuries, 
they have managed to survive as an or- 
ganized group from antiquity to this 
day, the only surviving group of the 
ancient world. Tenacity characterizes 
them more than versatility. If they de- 
flect in any way from the average Amer- 
ican mentality and behavior, it is not 
in the direction of radicalism in busi- 
ness and politics, but of conservatism, 
including their sticking to their social 
habits and claims. Their political alle- 
giance in Germany was to a distinctly 
conservative liberalism, where liberalism 
meant the vital issue of tolerance, and 
conservatism meant the preservation of 
their prosperous condition. 

It must not be concluded that all the 
German Jews were members of the up- 
per bourgeoisie. Probably the majority 


come from small towns, where they - 


used to own and manage a butcher’s or 
dairy shop or the like. This, however, 
does not invalidate our observation. 
More even than the wealthier people in 
the big cities, these townfolk were 
rooted in the local communities, often 
for centuries back, and put their pride 
and ambitions in the respect shown 
them by their co-citizens. The more 
menaced and exposed they might feel 
the more they turned to an anxious 
conformity, and the more fully they 
werte received in the local communities 
the less ground they had for dissent. 
Workers of the so-called proletarian 


‘intellectuals (as among those of other 
groups) the typical behavior pattern of 
the German Jew was that of bourgeois 
respectability. 


BOURGEOIS PREJUDICES 


In this country the sons and daugh- 
ters of the richest houses did not hesi- 
tate in the great depression to sell neck- 
ties or seek any other humble post—this 
is democracy (not a very perfect de- 
mocracy, indeed, nor a smoothly func- 
tioning one). It is the atmosphere of a 
country where there is some social 
equality despite economic inequality, 
and consequently a change in economic 
position does not affect one’s honor and 
standing (qualifications being under- 
stood). Examples of the same cheerful 
and brave reaction to misfortune are by 
no means Jacking among the German 
refugees. ,A formerly prosperous law- 
yer arrives after a thorough retraining 
as a pastry baker, thus hoping to offer 
something useful to his new country. 
But there are too many who, when of- 
fered a modest position, will not refrain 
from protesting their former splendor 
and intimating that the offer is below 
their social rank. Nay, this attitude of 
bei-uns protest may mislead them into 
an utterly intolerable advertising of 
their past importance, which they are 
inclined to describe in terms of a glory 
not borne out by the inexorable verdict 
of history. 

This is by no means a typical case, 
but it is an excess indicative of a more 
general tendency. ‘The crisis precipi- 
tated by this tendency is bound to pass. 
Some indeed will succumb to it, but the 
intrinsically able and vital will find the 
way out. After all, they owed their 
success in. Germany neither to mere 
chance nor to trickery, which would be 
unavailing in the long run and on a 
large scale. It was due to their innate 
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ability and reliability that so many of 
them kept, literally to the last day, the 
loyalty and confidence of their patients, 
clients, or customers, including old 
Nazis, who would excuse themselves by 
insisting that this was the one exception 
to the general rule of Jewish wicked- 
ness. There is no reason why their 
moral and intellectual qualities should 
not find an opportunity for a modest 
contribution to the life of this vast 
country, too. Their difficulties must be 
traced to the inevitable results of in- 
jury and humiliation superimposed 
upon the rigid bourgeois standards of 
their German nationalism. No greater 
help can be given them, therefore, than 
intercourse with, and instruction by, 
such friends as will introduce them to 
an understanding of American thinking 
and behavior. 

It would be entirely erroneous to give 
any considerable weight to the numeri- 
cal aspect of the problem. Next to the 
slanderous charge of radical leanings 
lodged against these most law-abiding 
citizens of the most law-abiding coun- 
try, the misconceptions of the dimen- 
sions of the problem do the greatest 
harm. Assuming for the sake of argu- 
ment that as many as half the newcom- 
ers seek employment, we have to deduct 
from these no less than 60 per cent who 
go into domestic services, where there 
is practically no native American sup- 
ply at all; and further we must deduct 
5 or 10 per cent who are specially skilled 
workers and artisans without competi- 
tion in this country. Until this year the 
27,000 immigration quota for Germans 
and Austrians was not half filled; for 
the coming years of full utilization of 
the quota, the remaining one-sixth of 
the total influx per year is equivalent 
at most to five-thousandths of the pres- 
ent unemployment. To attribute any 
difficulties to this influx would betray 
too little confidence in the rallying force 
of America. 
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ACCEPTANCE OF LowLY POSITIONS 


Strange to say, those 60 per cent who 
go into domestic services even give the 
lie to our above discussion of their 
bourgeois prejudices. Native Americans 
are kept by a democratic prejudice from 
personal services, which to them taste of 
serfdom; German bourgeois reluctantly 
accept such posts and may find them 
humanly pleasant and helpful if their 
employers happen to be educated and 
considerate people. Hence no undue 
emphasis should be given those tran- 
sitional difficulties which are bound to 
arise from the situation and to be re- 
sorbed by its further evolution. 

Moreover, this entire discussion may 
be said to be out of date. It refers 
rather to the more favorable conditions 
of the first years of ‘Hitler rule, under 
which some immigrants could still bring 
with them an appreciable fraction of 
their considerable means, and many had 
at least some savings to support them 
for the first weeks or months. As long 
as their means would allow, these new- 
comers could indulge in the‘ luxury 
of complaint and refusal. In recent 
months the pressure in Germany has be- 
come so formidable and the victims are 
so completely stripped, not only of their 
fortunes but often of any not absolutely 
needed clothing and linen, that there is 
no longer, as a rule, any false pride, and 
nothing remains but the pathetic anxiety 
to survive. You find theatrical produc- 
ers as bus boys and dishwashers, and the 
post of doorman or elevator boy comes 
as a gift from heaven to a family father 
and former justice. There is no doubt 
that a start in America can be very hard. 
It is well known that working conditions 
often appear impossible to European ob- 
servers, and what these beginners in ad- 
vanced years suffer most from is the 
complete lack of security even in the 
most miserable job. That doorman may 
find himself fired tomorrow, without 
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notice, without any ‘statement of the 
reason, and consequently without any 
possibility of appeal. It requires much 
courage to keep oneself erect under such 
conditions. 

A very great help in these difficulties 
is family life, where spouses and chil- 
dren manage daily to renew their grati- 
tude and joy that, after all, they are 
alive, saved, and united. They feel en- 
titled to some hope, unless the disaster 
of sickness or accident strikes. These 
human relations are the brightest spot 
in the picture. It is difficult to realize, 
more difficult to convey to others an im- 
pression of, the unhesitant devotion and 
unwavering loyalty even between re- 
motely related members of a family, 
where cousins are received in a miser- 
ably poor household without question- 
ing and indefinitely—simply on the 
ground that they must live too. If it 
were not for this goodness of the poor 
for the poor, an epidemic of suicides 
would have swept the refugees. 


GERMAN VERSUS ENGLISH LANGUAGE 


The mental obstacles to the process 
of adjustment center on the problem of 
language. Without a personal trans- 
plantation, only professional philologists 
can be fully aware of the deep-reaching 
implications which are entailed by fa- 
miliarity with one language instead of 
with another. In the new country all 
become aroused to a sense of this vital 
issue, whether as salesmen or waiters or 
anything else. It is, however, teachers 
and writers who most conspicuously toil 
under this specter which haunts their 
days and nights; and in them it is best 
studied, not as a special problem but as 
the most marked example of a problem 
typical of all. 

The beauty and power of expression 
of the German language need no praise. 
It is the air in which flourished a poetry 
second to none, and a philosophy of 
which almost the same may be said. 
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Nor is this a matter of the past. To be 
sure, the present rulers of the country 
reveal their savagery by the tortures to 
which they subject the German lan- 
guage. But the German language is not 
Hitler’s language, it is the language of 
Goethe, Rilke, and Thomas Mann. The 
sublime wisdom of the aged Goethe, un- 
translatable and apparently unintelligi- 
ble even to the educated in a foreign 
land, has accompanied us across the 
sea; and Thomas Mann has led us and 
has risen only now to the full stature of 
a great poet and prophet. At a time 
when spiritual life is assailed by the 
ferocious magic of blood worship, he 
consoles us with the great story of how 
human life, seeking after the light of 
right and truth, first emerges from 
magic and darkness, and thereby shows 
us the very nature of spiritual life. 
This story too is untranslatable, be- 
cause it exploits to the full the depths 
and connotations of the single words; it 
plays, so to speak, on different planes at 
the same time—the planes of simple 
tale, humorous comment on human 
weaknesses, ironic sidelights on the 
miserability of man, and ultimate re- 
ligious significance. Of the great lan- 
guages, only the German is capable of 
sO many meanings in one word. 

But it follows that this language of 
the “poets and thinkers” is not the best 
possible medium for scientific exactness. 
The untranslatable virtues of German 
poetry are the vices of German learning. 
This proposition permits of no inver- 
sion, for it is not to imply that the 
greater clarity of the English, based not 
only on a far larger store of words but 
also on the heritage of the Latin, both 
directly and through the French, makes 
it less fit for poetic expression—the con- 
trary is too obvious to need pointing 
out. The reference to the profundity 
and obscurity of the German language 
works in only one direction, and then 
comes down to saying that the adjust- 
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ment in this country imposes a complete 
rethinking of basic issues upon those 
whose work is educational or literary. 

Take as a famous example the words 
“Kultur” and “civilization,” which cor- 
respond so poorly to each other that 
they are almost mutually exclusive. 
And this is not the end of the story. 
To the German (including this writer in 
the German phase of his life) “Kultur” 
is the much deeper word, because it 
means essentially that which cannot be 
adequately expressed in words. It is 
the depth of feeling which one boasts of 
and contrasts with the shallowness of a 
“civilization,” which insists on rational- 
izing everything. “Civilization,” on the 
other hand, does not mean at all to dis- 
solve everything into rational concepts, 
but to put everything in the searching 
light of reason, to penetrate it with this 
light, and not to permit obscurities to 
remain uncontrolled. In this sense, 
“civilization” is more basic because it 
is more exacting; it may be said to be 
the obligatory part of the human task, 
leaving to “Kultur” what may appear 
more beautiful because it is more lux- 
urious. The opposite of “Kultur” is 
lack of education; the opposite of “civi- 
lization” is savagery. The belief in 
right and truth is directly included in 
“civilization,” but it is only tacitly pre- 
supposed and indirectly referred to by 
“Kultur.” The plain consequence to- 
day is that those who usurped control 
of German “Kultur” denounce the be- 
lief in right and reason in behalf of un- 
controllable, supposedly deeper forces. 
The spiritual climate of “Kultur” is 
more romantic—of “civilization,” more 
democratic. 


ARISTROCRACY VERSUS DEMOCRACY 


The difference between the English 
and German languages is further ac- 
centuated by a sociological factor. The 
English, like the French, is an old lan- 
guage, and there has always been an 
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ample cross-fertilization between its 
popular and literary usages. The Ger- 
man language is much younger and 
arose as a language of literature, widely 
separated from the far more idiomatic 
popular usage. The social distance be- 
tween the scholar and the ordinary man 
is infinitely more marked in Germany 
than, for instance, in France, because 
the access to the academic language is 
far more limited. This again has to do 
with, and derives from, the hierarchical 
order of the country. The literary aris- 
tocracy takes a certain pride in culti- 
vating a pattern of behavior which dis- 
tinguishes it. Hence the long, involved 
sentences which haunt the translator 
and the editor. This is not to say that 
the literary aristocrats did not write 
good German—Goethe and Thomas 
Mann certainly do, and they are very 
marked examples of that style. It 
rather means that good literary Ger- 
man is anti-democratic, independent of 
the writer’s personal convictions. In 
Germany the people are expected to look 
up to the learned; in America, as in 
England and France, the learned are ex- 
pected to make themselves as clear, to 
put their case as simply, as is feasible 
under the circumstances. Hence the 
translating and rethinking of our herit- 
age in the new linguistic medium is 
tantamount to a training in the atmos- 
phere of democracy. 

Let no one believe that this is only 
aesthetic babbling. For an elderly pro- 
fessor to be told by his American friend: 
that his manuscript is “very bad” is cer- 
tainly a striking experience. This is a 
rather comic example; when it comes to 
the publishers the problem becomes 
more serious, and may not be solved be- 
fore several years of continuous disap- 
pointments and rewriting. All then de- 
pends on whether we can “take it”— 
whether we can “make the best” of a 
thing which is very good in itself, 
namely, the opportunity (and necessity) 
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to learn fundamentally anew, at an age 
where we may be supposed to have al- 
ready accumulated a certain stock of 
knowledge and wisdom. 


DE-GERMANIZATION 


The democratic character of this proc- 
ess was pointed out above. From a 
point of view of nationality, it is a proc- 
ess of de-Germanization. This means 
that we must penetrate our linguistic 
and conceptual heritage with the light 
of English standards and concepts, 
which are different as well as more 
severe, and thus bring to the fore what 
is obscure and melt down what evades 
the light. 

The difficulty which seems to arise 
here is that de-Germanization is not di- 
rectly Americanization. There is no 
conceptual and linguistic medium ex- 
clusively American; what we have to 
study is how to think in English. The 
English language has been the richest 
repository of Western thought for some 
two thousand years back; through it, as 
through the successive waves of im- 
migrants, America partakes of the West- 
ern civilization which comes from the 
merger of Christianity with Antiquity. 
Of course, there is English provincialism 
analogous to the German one—but from 
this narrowness of mind, at least, we are 
protected by our life story. De-Ger- 
manization then is the broadening of 
what used to be provincially bound into 
the full current of Western thinking. 
Those of us who know French and 
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France, or Italian and Italy, will make 
this experience on an even larger scale, 
because the cutting of the exclusive tie 
which bound us to the native language 
makes us free for a fuller and deeper 
understanding of Western thought in all 
its shadings. As we become less Ger- 
man we become more European. In a 
spiritualized, purified sense this word 
includes an insight, from the vantage 
point of America, into the causes of the 
European failure. 

For there is only one place where one 
can be a good European today, and that 
place is America. Politically and spir- 
itually, America is a part of, and the 
heir to, the European tradition. To say 
that Jefferson and Madison studied their 
European predecessors and sought in- 
tellectual intercourse with their con- 
temporaries does not detract from their 
personal and national creativeness; what 
they built up is not an imitation of 
France or England, but America. That 
America continues acting as a vigorous 
and vital heir is the one hope today 
which does not look utopian on the face 
of it. If by purifying the European 
heritage one becomes an American, we 
Germans, retrained in English language 
and American history, have been led a 
straight and promising way. Indeed, if 
we can stand the strain, pass the test, 
and live long enough, we may hope that 
something will still become of us and 
will enable us to repay, from our puri- 
fied European tradition, our debt to 
America. 
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Minimizing Social Conflicts 


By Morris R. COHEN 


HROUGHOUT the ages the great 

religious teachers, prophets and 
saints, have preached the grace of uni- 
versal peace and the folly of human 
strife, and men of good will have per- 
sistently sought for remedial or preven- 
tive measures against our destructively 
pugnacious inclinations. Yet the in- 
tensely bitter conflicts raging today in 
international affairs, and in our class 
warfare on economic, religious, racial, 
and political grounds, all make the long- 
hoped-for day seem as far off as ever. 
One is thus tempted to yield to despair 
and let the waves of fanatical hatred 
spread and engulf all the hard-earned 
gains of recent centuries. But “if hopes 
are dupes, fears may be liars.” Cer- 
tainly, thoughtful people who have had 
the benefit of a humanistic or scientific 
education are in duty bound to avoid 
hasty judgment on such vital questions 
and to examine the issues in a fearlessly 
critical spirit. 

The analogy of progress in the field 
of medicine suggests that before pre- 
scribing remedies for social ills, we 
should study the causes behind the 
symptoms and consider whether or not 
proposed remedies may produce more 
harm than the diseases against which 
they are directed. This involves for us 
the prior questions: Is social conflict al- 
ways an evil, and to what extent is it at 
-all possible to get rid of it? 


Is ConFiict Goop or Evin? 


From the days of Heraclitus to those 
of Nietzsche and the neo-Darwinians, 
not to mention the perennial apologists 
or glorifiers of war, we have had with us 
the preachers of the doctrine that strife 
is the father of all things, or at any rate 
of all things heroic; and modern psy- 
chology seems to reinforce the lesson of 
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biology and history that the combative 
impulses are deep-rooted and pervasive, 
so that it is foolish to expect them to be 
eradicated from human life. In view of 
this age-long conflict of opinion, it is 
easy to take either side and to find sup- 
porting considerations. What is more 
difficult but much more worth while is 
to exercise discrimination and to try to 
discover under what conditions and to 
what extent conflict is an evil and how 
far that evil may be minimized if not 
eliminated. 

It would obviously carry us far afield 
to go into an exhaustive consideration 
as to what is the proper principle or 
criterion to enable us to discriminate be- 
tween ultimate good and evil; but no 
one doubts that some of the results of 
social conflict are worse than others, and 
though there are differences of opinion 
in specific instances, experience shows 
that at least in moments of regret we 
recognize that some of our judgments 
have been mistaken. 

Now, in point of fact, few if any 
actually condemn all forms of social 
conflict. Combat in the field of sports, 
contests in various forms of games, and 
friendly rivalry or competition in the 
arts are generally approved. The com- 
bative impulse in human nature may 
thus, find an expression which is com- 
patible with the general conditions of 
humane civilization. Indeed, without it 
we should not have active life, but 
stagnation and death; for if there is any 
evil in human life to be eliminated, we 
must oppose those who fight every ef- 
fort at improvement, and the struggle 
against them thus becomes as imperative 
as the struggle against the ills of nature. 
It is easy to give long lists of devastat- 
ing conflicts such as those which de- 
stroyed, Greek, Roman, and Saracen 


Mriniuizine Socrat CONFLICTS 


civilization, which drenched Europe in 
blood in the sixteenth and seventeenth 
centuries, and which threaten to destroy 
all that we hold dearest in present West- 
ern civilization. But in the same way 
we can show that all these goods were 
obtained by prolonged combat in which 
heroes and martyrs had to sacrifice their 
lives. Social conflict, then, is not, as 
such, either good or bad. The goodness 
or badness of its results depends upon 
whether they further or hinder certain 
accepted ends of civilization. 

But can destructive conflicts be elimi- 
nated? The widespread negative” an- 
swer to this question is itself one of the 
principal obstacles to remedial effort. 

A narrow and antiquated conception 
of science still supports the view that all 
human thought is a necessary and in- 
evitable outcome of purely material or 
economic conditions, and that no knowl- 
edge or reflection can change the Xiron 
laws” which govern the historic process. 
While an argumentum ad hominum is 
not logically conclusive, we may well 
note in passing that the apostles of com- 
plete historic determinism also preach 
revolutionary effort and recognize the 
powerfully misleading effects of fascist 
or Nazi propaganda. But it is not 
necessary for our purpose to refute the 
metaphysics of determinism, for a con- 
sistent determinism cannot deny that if 
effort is a fact in the world, other fac- 
tors will be influenced by it; or, as 
Justice Holmes put it, effort is one of 
the ways through which the inevitable 
comes to pass. Nor can there be any 
question that men’s efforts are not inde- 
pendent of their convictions. The clear 
grasp of truth and the removal of error 
cannot but have some effect on the char- 
acter of social conflict. In any case, ele- 
mentary reflection shows that while hu- 
man effort is limited in its effectiveness, 
and there are forces too powerful for 
conscious human striving to overcome, 
it is not true that all forms of social 
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conflict are so inevitable that nothing 
can be done to mitigate their pernicious 
effects, 

Social conflicts are, of course, in- 
evitable where two groups desire the 
same necessities which only one can pro- 
cure. If an invading horde wants to de- 
prive us of the land necessary to sup- 
port our life, there is bound to be a war 
to the finish, just as in the animal world 
under similar conditions. There is, 
however, a wide variation possible as to 
what men may consider necessary and 
as to what they should desire under 
given conditions. And one of the func- 
tions of human intelligence is to devise 
ways whereby conflict is minimized, if 
not altogetherayoided. Thus, if peoples 
who are starving wish to come into our 
country to take advantage~of our su- 
perior resources, we may exclude them 
by force. A more civilized and humane 
arrangement which intelligence makes 
possible is to exchange some of our sur- 
plus food in return for certain goods or 
services which they are in a position to 
render us. 


Race ANTAGONISM 


Just now, however, those who preach 
and promote race antagonism insist that 
it is instinctive, ineradicable, and even 
necessary from the point of view of so- 
cial hygiene. 

Ignoring all the pseudo-scientific ar- 
guments in regard to the latter point, a 
distinction must still be made. It is 
doubtless true that some forms of race 
prejudice have had an almost continuous 
existence for centuries. Thus, there has 
hardly been a time since the Crusades 
when expressions of anti-Semitism were 
entirely absent in Germany, and one 
may safely predict that it will be a long 
time before the dogma of inherent 
Negro inferiority will be entirely elimi- 
nated in our own Southern states. But 
it is well to realize that social antago- 
nisms are not biologically innate, but are 
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acquired by tradition. The way white 
children play with blacks or become at- 
tached to their black “mammies” shows 
that they are no more born with a loath- 
ing for the black race than with a corre- 
sponding love or admiration for every 
member of the white race. There is in 
all of us a natural shrinking from the 
unfamiliar, but normally we get over it, 
just as the horse gets over his fright at 
first sight of an automobile. 

The persistence of what is called race 
friction is often due to nothing more 
than resentment against certain indi- 
viduals who do not treat us properly. 
Thus we are told by a competent ob- 
server * that the hatred of Orientals for 
Europeans is due to the position of the 
latter as economic expioiters. “It is the 
hatred of the underdog for the powerful 
animal which stands growling beside 
him.” The fact that race friction de- 
velops only when the number of aliens 
is relatively large shows that it is influ- 
enced by the conditions of social life. 
Race theories are indeed not only a 
modern invention to explain such group 
conflicts, but also a means for foment- 
ing them. 


PREDISPOSITION TO CONFLICT 


But though political and other forms 
of cultural intolerance of dissent are 
obviously the results of tradition, direct 
teaching, deliberate incitement, and 
group contagion, they are in a sense in- 
evitable if we do not know how to ‘con- 
trol their causes. The preachers of war 
and group hatred could never be effec- 
tive if the powder of group irritation 
and fear of the unknown were not there 
ready to be fired and exploded. 

The charm of simple explanations 
makes us look for some single, all-im- 
portant cause for any one social con- 
flict; but a sound psychology must not 
neglect the predisposition for group con- 
flict due to the cumulative irritations 

1 L. B. Putnam-Weale, The Conflict of Color. 
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produced by many petty differences in 
manners and customs as regards speech, 
gestures, dress, and ways of behaving on 
different occasions. Most of our life is 
regulated by the conventions of our 
group which have no rational justifica- 
tion except that “it isn’t done,” and 
when someone does it we are disagree- 
ably shocked. We may be tolerant of, 
and even amused by, the foreigner’s 
mispronunciations or peculiar intonation 
when he is alone in our midst and we 
patronize him. But when we are not 
sustained by this feeling of superiority, 
such differences affect us unpleasantly. 
In civilized life we are constantly taught 
to ignore the peccadillos of others. But 
the irritation is there, and the accumu- 
lation of it supplies the powder which 
can, by skillful manipulation of group 
fear, be exploded into a violent outburst 
of xenophobia, or hatred for everything 
alien, 

Another way of looking at the same 
phenomenon is to recognize that not 
only does common experience in a group 
develop pride in the group and its ways, 
but also such pride prevents us from be- 
coming familiar with and understanding 
the ways of some other group, especially 
any group that is in some way our rival. 
Thus, even the educated inhabitants of 
a city or members of a college or a pro- 
fession can readily be led to applaud any 
fling at some rival city, college, or pro- 
fession. 

The existence of these conflicts, how- 
ever, surely does not mean that we can- 
not minimize their destructive effects. 
Religious differences, for instance, need 
not develop into bloody religious wars 
and persecutions. We now know of 
countries where religious differences 
exist without such cruel results. There 
are, indeed, some who maintain that the 
regime of religious toleration has become 
possible only because wé have lost the. 
primal intensity of religious conviction. 
But even the Catholic Church, that sys- 
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tematically rejects the doctrine of toler- 
ation, does not feel called upon to sup- 
press all who differ from it. It often 
allowed Jews and Saracens to live within 
its territories. In general, religious dif- 
ferences alone do not always bring about 
bloody conflict. Politico-economic mo- 
tives enter very often. Thus, the zeal 
of the Inquisition to burn heretics was 
not uninfluenced by the fact that it ac- 
quired at least part of the property of 
the condemned. 

This is not to assert that economic 
motives alone are responsible for re- 
ligious persecution and conflict. For 
the most part, churches, like other 
bodies, persecute the dissenter when 
they fear that his example will endanger 
their safety. Those who are confident 
that their views will prevail in the 
forum of free and open exchange of 
ideas or practices do not need to resort 
to violent means. Hopeful trust makes 
for peace, just as suspicious fear makes 
for war. 

The foregoing considerations should 
be borne in mind in dealing with the 
various methods of minimizing group 
conflicts. 


THe METHOD OF SUPPRESSION 


In that delightful classic, 1066 and 
All That, there is a brief but pro- 
foundly philosophic account of the con- 
flict between the African Zulus and the 
British Empire. It runs as follows: 
“Cause of the war, Zulus. Result, ex- 
termination of the Zulus.” Certainly, 
one of the most ancient ways and still a 
most effective way of minimizing any 
group friction is to get rid of the cause 
by exterminating those who differ from 
us. The persistence of international and 
civil wars shows that no matter how 
much we may dislike open brutality, no 
alternative to war has as yet proved to 
be always available or satisfactory. Re- 
cent historians, to be sure, have cast 
doubt on the old view, assumed for in- 
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stance in the Bible, that when states are 
formed by conquest the invaders kill off 
all the natives and take their place. But 
there is enough evidence to show that 
not only conquests but the establish- 
ment and maintenance of any orderly 
state generally involves the extermina- 
tion of some of the recalcitrant oppo- 
sition. The Anglo-Saxons, for instance, 
may not have killed all the natives when 
they conquered Albion; but within the 
areas where they established their King- 
doms, the British population was wiped 
out as a distinct group. Nor did the 
Christian descendants of these Anglo- 
Saxons establish themselves in the major 
part of North America by peaceful 
fusion with the aboriginal Indians. The 
authority of Holy Writ,? as well as the 
example of the enlightened Athenians, 
justifies the procedure of killing off at 
least all the males. 

There is a tradition, which has grown 
up during the dominance of the liberal 
ideology, that suppression is always in- 
effective and that in the end it defeats 
itself. This, however, is not always 
true. Of course, all human arrange- 
ments succumb to the attrition of time. 
But taken over a limited period, which 
is generally as far as human prevision 
can go, suppression has often achieved 
its goal. Paganism was suppressed in 
Christian lands and so were various 
forms of heresy. Spain got rid of 
Protestants as well as of Jews and 
Moors, and France achieved unity by 
suppressing the Huguenots. The ruth- 
less eradication of the Paris Commu- 
nards by the Versailles troops of Thiers, 
of the Socialists in Finland by the 
counterrevolutionaries, and of all lib- 
eral and dissident parties by the Bol- 
shevik, Fascist, and Nazi governments, 
are a few of the examples that can be 
cited of the successful achievement of 
unity by deliberate and systematic sup- 
pression. 

2 Deut. 7:1-2; 20:17; Num. 31:17. 
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However, total suppression by com- 
plete extermination or expulsion of any 
considerable number of people is gen- 
erally so costly in life, wealth, and our 
normal or customary routine that it is 
rather exceptional; and national unity 
is more often sought by so oppressing 
and depressing an opposing group that 
it loses the power of revolt. This may 
be effected by law and by other means 
more subtle than brute force. Thus, 
while formerly rebellions were sup- 
pressed by hanging the rebel leaders, we 
now achieve that result more effec- 
tively € by inviting them to dinner. But 
these and other ways by which opposi- 
tion is paralyzed do not prevent resent- 
ment from smoldering, and sometimes 
breaking out into blindly destructive 
revolt. 

But far more costly to any com- 
munity is the general brutality and the 
cynical demoralization which result from 
these methods. From the point of view 
of liberal civilization, national, religious, 
or cultural solidarity that involves such 
unanimity as is produced in an army by 
rigorous military discipline is itself an 
evil. Even where group differences re- 
sult in regrettable friction and conflict, 
the cost of eliminating such friction may 
be too high. The open expression of 
group differences is a necessary stimulus 
to prevent the evil of stagnation. 


ALTRUISM 


Those who are impressed by the evil 
of social conflicts have frequently 
adopted the view that we can get rid of 
such conflicts by following the command 
to love our neighbors as ourselves. 
There can be no doubt that when men 
are stimulated by sympathy or intelli- 
gent regard for the welfare of their fel- 
low men, the ugly phases of social con- 
flicts recede; and it would be folly to 
insist that the preaching of brotherly 
love through the ages has had no effect 

8 L, T. Hobhouse, Democracy and Reaction, 
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whatsoever. But to rely upon this as a 
complete solution, and not to inquire as 
to when such teachings are applicable, 
is a form of irresponsible sentimentality. 
One may well maintain that the com- 
mandment to love our neighbors as our- 
selves was surely not given to the 
complacent ones, to those who love them- 
selves much but not too wisely. We 
cannot in fact love the ugliness or vi- 
cious meanness in our neighbor, though 
we may sympathetically understand the 
causes which make him that way. Nor 
is it well always to love our neighbor’s 
wife or children as our own. 

Love is a “grand” word that carries a 
rich afflatus with it; but for the solution 
of social problems we cannot dispense 
with the requisite critical intelligence. 
Turning the other cheek to the brute 
who assaults you seldom stops his of- 
fensive conduct. In the field of inter- 
national relations we have recently had 
some very vivid illustrations of the in- 
effectiveness of thus yielding to aggres- 
sors. In this field it is not feasible even 
to follow the example of the conscien- 
tious Quaker who when slapped by an 
irate neighbor turned the other cheek 
and then knocked his opponent down 
with a well-aimed blow. 

In this connection it is well to recog- 
nize and do justice to what might be 
called the rights of natural aversion. 
In the village or open country you can- 
not ignore your neighbor. If you do 
not go to church, he will call on you to 
inquire the reason. If you do not agree 
with his views on morals or politics, the 
difference may become a serious hin- 
drance in your daily routine. In the 
city you are more free from unwelcome 
intimacy. You can associate with those 
who are more sympathetic to your ways 
or views. ‘This separation of private 
from public life makes possible free 
civic co-operation on the part of people 
of diverse temperaments and points of 
view. (Civil liberty is thus possible in 
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a city without violence to personal in- 
clinations. But there is a price that we 
pay for this freedom. Associating only 
with those who are congenial to us 
breeds a stultifying narrowness and 
blindness to the world about us. We 
gradually lose in this way the stimulus 
and enlargement of vision which comes 
when we are forced to deal with some- 
body who does not share our peculiar 
whimseys, prejudices, or intellectual 
limitations. No harm seems to result 
from excluding certain people from our 
clubs or social life or from neighborly 
courtesies. But such exclusion is likely 
to result in educational and economic 
discrimination and thus to create on one 
hand a pariah class, and on the other 
hand a narrow-minded and hardhearted 
group blinded by false pride. 

This brings us to the doctrine of tol- 
eration. Those who think that they 
have the absolute truth can find no 
justification for tolerating contrary and 
therefore erroneous views. It is as hard 
for the Catholic to admit that Unitar- 
ians are Christians as it is for the latter 
to believe that Hindu polytheists can be 
enlightened. Even those who believe in 
religious tolerance seldom accept the full 
consequence of their position. Thus, 
this country would not tolerate the 
polygamy of the Church of Jesus Christ 
of Latter-day Saints. We persecute Je- 
hovah’s Witnesses who will bow only to 
the Lord and not to any man-made ob- 
ject such as the flag; and we penalize 
Jews and Seventh-Day Adventists who 
believe in the Biblical command to rest 
on the Seventh Day. But the Father 
of all mankind seems always to have 
tolerated a diversity of views among His 
children; and from the point of view of 
pure intelligence, it does not appear 
that any group has a better proof than 
any other that the Lord has appointed 
it His executioner on earth. In any 
case, it does not seem blasphemous even 
to the most dogmatic of churches to 
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leave the punishment of some sins to 
God or His providence. 

Sophists have contended that the 
principle of tolerance is self-defeating, 
since it gives freedom to those intol- 
erant ones who would overthrow it. 
This, however, is a fallacy. Tolerance 
does not mean anarchy, i.e., letting any- 
one do what he pleases. It is anarchy 
that defeats itself, since freedom of mo- 
tion for anyone is impossible unless 
there are rules restricting the freedom 
of others to interfere. To assure real 
freedom’ we must have enforceable regu- 
lations. Hence those who wish to over- 
throw a liberal regime and introduce in- 
tolerant oppression can be consistently 
resisted. As long as they are preaching 
their doctrine in the forum of popular 
discussion, they can and must be met 
in that arena. It is only when they try 
to carry their doctrines into overt acts 
that they have to be suppressed by the 
machinery of law and order. But we 
must be on guard against the fallacy of 
those who urge us to fight fire with fire 
and suppress fascism or nazism with the 
lawless and brutal methods of the lat- 
ter. If it is an evil to lose our liberty 
in a war, it is much worse to sacrifice 
it ourselves on the altar of fear. The 
fact that liberty is in danger does not 
justify us in stifling it ourselves. 


ADJUSTMENT TO FIXED Forms 


To those who are not misled by ab- 
solutistic phrases, and are willing to 
prefer the better when the best is un- 
attainable, a great deal can be said for 
the method of adjustment whereby the 
rights of each group are so delimited 
that conflict is reduced because irri- 
tating contact is minimized. On the 
lowest plane this means the caste sys- 
tem, whereby each group moves within 
its own sphere and the boundaries be- 
tween it and others are protected by the 
whole community. The same principle 
operates in the segregation of the sexes. 
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In general, it has been a dominant prin- 
ciple in all societies with a fixed econ- 
omy. The ethics of this type of social 
philosophy is expressed in the maxim 
“ My station and its duties.” Tradi- 
tional forms channelize life and thus 
save us from the distracting burden of 
having to think and decide at every 
step. By accepting these channels one 
finds the happiness of those who are 
satisfied with their lot. 

This attitude is so repugnant to the 
current ideology of liberalism that it is 
necessary to exercise one’s historic im- 
agination to realize that order, rather 
than progress, is for most people the 
prime requisite. Where, for instance, 
son is expected to succeed father with- 
out intermediate war, the ‘principle that 
a career should be open to talent seems 
anarchic, Human expectations must to 
some extent be met in all societies, and 
it is impossible to do so without some 
fixed order. The difference between our 
modern progressive society and the me- 
dieval fixed one is therefore only one 
of degree or circumstance. It is only in 
our current ideology that the contrast 
is made absolute. 

Yet there can be no doubt that the 
emphasis on fixed order frequently re- 
sults in pernicious restraints against 
growing and vital movement. The 
caste system prevents the most effec- 
tive co-operation for the common good; 
for without sufficient contact, diverse 
groups naturally breed and develop “‘in- 
stinctive” repulsions. 


The caste system 


A modified form of the caste system, 
seldom if ever recognized as such, is the 
system of quotas for diverse ethnic or 
political groups. In many communities 
there is a tacit understanding among the 
different elements that certain offices or 
certain proportions of them should go 
to certain groups. In student organiza- 
tions certain offices are regularly allo- 
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cated to certain fraternities. In New 
York City, Tammany Hall seems com- 
mitted to the proposition that the Dis- 
trict Attorney should be a Protestant 
and that a certain proportion of the 
judges of the State Supreme Court 
should be Jews. 

There can be no question that this 
arrangement promotes a certain peace- 
ful stability among groups that might 
otherwise be in conflict. The principle, 
however, of such quotas is in open con- 
flict with the principle that is com- 
monly professed, namely, that the man 
best qualified to fill a position should 
be the one chosen. There is little rea- 
son to believe that all abilities are ho- 
mogeneously distributed in the different 
groups. On the contrary, there is a 
good deal of evidence to indicate that 
for historic reasons, the Norwegians 
send more than their proportionate 
share of able men into the maritime oc- 
cupations, the Scotch into the civil serv- 
ice and engineering fields, the Irish into 
the police and fire departments of our 
larger ‘municipalities, and the Jews into 
law and medicine. To ignore this and 
restrict any group to any fixed quota is 
thus to deprive the community of the 
best obtainable service. 

Some medical schools, for instance, 
have recently ‘been assuming that since 
the Jews constitute only about 5 per 
cent of our total population, the number 
of Jewish doctors should be so limited. 
But quite apart from certain statistical 
considerations (such as that profes- 
sional classes are predominantly drawn 
frem the urban population where the 
Jews constitute a much larger propor- 
tion), there is no evidence that they are 
incapable of producing more than 5 per 
cent of the ablest doctors. And it is 
precisely because the principle of quotas 
offends the American faith in deciding 
each case of educational opportunity 
purely on the principle of individual 
merit, that our medical schools dare 
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not openly confess their restrictive 
policies. 

As a rule, ethnic and geographic 
groupings have little relevancy as to the 
ability of experts, such as priests, teach- 
ers, judges, or generals; and to choose 
these on the basis of race, religion, or 
political affiliation is rightly regarded as 
socially reprehensible. But regional 
and group pride often prevails against 
the best interests of the entire people. 


INTEGRATION 


Group friction and conflict is gen- 
erally mitigated when people realize 
their common interests, especially in the 
face of a common enemy. One of the 
intellectual weaknesses of the Marxian 
dogma of the class conflict is its neglect 
of the fact that the existence of such 
_ conflict cannot deny that we also have 
common interests. An epidemic, an 
earthquake, a fire or a flood, indeed any 
touch of nature, makes the whole world 
kin. 

The actual experience of mankind 
seems to indicate that class conflicts re- 
cede in importance when national feel- 
ings are aroused. Thus the conflict 
between German or French ‘employees 
and their respective employers pales 
when a conflict between the two nations 
is threatening. A common religion, 
such as Judaism or Catholicism, may 
unite workmen and capitalists in de- 
fense of their common rights and honor. 
The history of imperialism or of the 
growth of larger political units cannot 
be explained except by taking into ac- 
count the fact that such unions gen- 
erally minimize 'the amount of conflict 
between the groups thus united. The 
Persian, Greek, and Roman Empires, 
like the British Empire today, main- 
tained themselves not so much by vir- 
tue of the superior force of the con- 
queror as by the service rendered in 
giving peoples the peace that enabled 
them to pursue their daily ocqupations 
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in security. But the penchant for uni- 
formity and the intolerance of local and 
other differences create friction which 
sooner or later disturbs the peace and 
makes imperialism an evil. 

If human beings could be persuaded 
that the common enemies of humanity 
are disease, poverty, ignorance, and 
superstition, many of the differences 
which cause conflicts would be mini- 
mized; but the inability of men to take 
a long-range view and to subordinate 
what seem immediate group or national 
advantages to the greater common good 
prevents the realization of the ancient 
ideal of peace through a world federa- 
tion. In general, spiritual forces such 
as art and science develop enthusiasm 
for common interests which transcend 
those peculiar to any group. People are 
united by common traditions, especially 
those of common suffering or heroic 
achievements. But the limitation of 
these, the inability to appreciate the 
history and ideals of others, prevents 
the elimination of unnecessary conflict. 

In this connection it is well to note 
how social conflicts are minimized when 
different groups find a common leader- 
ship. The principle of vicarious glory, 
according to which the poorest indi- 
vidual participates vicariously in the 
heroic achievements of a common but 
exalted leader, is one of the most im- 
portant bases of government and or- 
ganized social life; for in following such 
leaders men sink their differences, 
though sometimes, alas, ‘also their inde- 
pendent judgment. Yet life would be 
unbearable for most of us if we could 
not participate in any glory other than 
that of our own limited achievements. 

On the other hand, one of the causes 
that intensify social conflict is the un- 
reflecting glorification or even sancti- 
fication of common interests which we 
should be ashamed to confess as our 
individual motives. Thus, if two of us 
are drowning and there is a log in sight 
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sufficiently strong to support only one 
of us, neither of us, usually, will feel 
guilty if he swims ahead and gets that 
log; but he would hardly feel any moral 
superiority in his achievement, any 
more than the man who by proper speed 
and adroitness obtains the last seat‘in a 
crowded subway car. But when a na- 
tion succeeds in taking away a market 
from another, there is associated with it 
a feeling of sacred patriotism. All na- 
tional egoism? seems to be sacred. 
Though vengefulness is not generally 
regarded as a great virtue, cruel re- 
prisals are viewed as a national duty. 
Cruelty to helpless children is generally 
regarded as one of the greatest abom- 
inations. Yet probably few of the hun- 
dreds of millions of readers of the 
Psalm, “By the Rivers of Babylon,” 
have felt any indignation at its con- 
cluding barbaric curse against Edom: 
“Blessed is he that taketh and dasheth 
thy little ones against the rocks.” 

The sanctification of group selfish- 
ness manifests itself also in regard to 
the relations of economic classes within 
a society. In our individual capacity 
we may want to get things as cheap as 
possible, but we do not generally mount 
high moral indignation when our nurse 
- or teacher wants an increase in salary in 
order to make a decent living. We are, 
however, apt ‘to grow indignant at po- 
licemen or subway workers who demand 
a decent scale of wages, if it involves 
an increase of taxation or of the fare. 
Yet by calling ourselves “the public” 
we do not really acquire any right that 
others should sacrifice themselves for 
our economic advantage. 

A narrow conception of integration is 
illustrated in the conception of Ameri- 
canization as the utter abandonment of 
any loyalty ‘to foreign cultural tradi- 
tions on the part of the foreign-born. 
Those who preach this do not realize 
how it would impoverish America if our 
immigrants did not contribute from 
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their own tradition to the commonstock 
of American civilization. Our political 
parties seeking to attract the votes of 
the foreign-born do much more to 
Americanize them by giving their rep- 
resentatives a place in our political life. 


THe Way oF UNDERSTANDING 


If, as indicated before, the principal 
predisposition to group hatred and con- 
flict is ignorance and fear, it would seem 
that education should be the principal 
means for minimizing its evil. Unfor- 
tunately, however, the term “education” 
is ambiguous. Most often it denotes 
academic schooling, and recent history 
shows that, by and large, the privileged 
class that has had the benefit of aca- 
demic training is as subject to class bias 
and prejudice as are others. It is true, 
however, that while knowledge of the 
actual life of those opposed to us may 
not eliminate all conflict, it can, if it 
leads to sympathetic understanding, re- 
move frantic fear and fanatical hatred. 
Real education in this respect comes 
only if our social imagination is stimu- 
lated to overcome the natural inclina- 
tion to hold that nothing alien can be 
human. When I was a boy, the mere 
reading of the New Testament was re- 
garded by my people as a mortal and 
unpardonable sin, just as the reading of 
Marx’s Das Kapital would be to a 
Daughter of the Revolution; but my at- 
titude changed when I became ac- 
quainted with the actual contents of the 
Gospels. How many modern heresy 
hunters would be so intense in their 
hatred if they had any acquaintance 
with the literature which they wish to 
burn or banish from the earth? Such 
acquaintance might not remove the op- 
position, but it would make it more dis- 
criminating. 

We may dislike the general squalor 


-among the poor Italians, but this repug- 


nance is bound to melt somewhat when 
we remember their great contribution te 
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the arts and see their beautiful weaving 
and their gardens which they manage 
to place wherever there is a bit of soil. 
We may think of all Scotchmen as dour 
and cheeseparing; but what sweetness 
in the poetry of Burns and Lady 
Nairne! To Americans who know the 
Chinese only as laundrymen, the latter 
seem dull almost to a subhuman extent; 
but our respect rises when we become 
familiar with the long history of Chi- 
nese civilization. The repulsive fea- 
tures of the Jews have become a legend; 
but no one who really knows their lit- 
erature can remain untouched by their 
intense spiritual life, by their devotion 
to art, literature, and science, and by 
their ardor for social betterment. When 
we do not know a people, it is easy to 
picture them entirely according toa con- 
ventional, preconceived pattern. When 
we know a few, we are likely to make 
hasty generalization. But more ade- 
quate knowledge is bound to cure us 
of the popular illusion that all the mem- 
bers of a group in any way foreign to 
us are all of one mold. 

If the feeling of injustice is what 
gives momentum to much strife, it 
would seem that the practice of justice 
would be the most effective way of 
minimizing such conflict. But it is not 
easy for diverse groups to see eye to eye 
as to what is justice in any given case. 
Every group strives for what it calls its 
rights, which to others appear nothing 
but selfish interests. As enlightened 
and moralistic a people as the English 
seems not to have been impressed with 
the outrageous injustice of its forcing 
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China to buy India-grown opium. But 
in the long run, intimate knowledge and 
sympathetic understanding are bound 
to minimize such cruelties. 


Chivalry 


While war and conflict cannot be en- 
tirely eliminated, it is possible to sub- 
stitute humane or chivalric methods for 
those of savagery. The atrocities of the 
last war shocked us so much that it 
seems ironic to draw a distinction be- 
tween civilized and uncivilized warfare. 
But without saying anything in defense 
of modern methods, of bombing defense- 
less men, women, and children, there is 
still a difference between a war of ex- 
termination and a war in which we are 
aware that sooner or later we shall have 
to make peace with our opponents and 
live with them. 

In the intellectual realm, chivalry or 
courtesy means the general disposition 
to admit that our opponent may be sin- 
cere and perhaps even right, even 
though we are quite convinced that we 
are on the side of truth. In the end, 
there is no way in which people can live 
together decently unless each individual 
or group realizes that the whole of truth 
and virtue is not exclusively in its pos- 
session. This is a hard lesson to learn, 
but without it there can be no humane 
civilization. 

These principles are as applicable to 
the modern problem of the refugee as to 
the early religious conflicts. If a way 
out is to be found, the eventual path 
must lead along the way of under- 
standing. 
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The League of Nations and the Refugee Problem 


By Louise W. HOLBORN 


HE Covenant of the League of Na- 

tions does not include any specific 
provision for international aid and pro- 
tection for refugees.1 The work which 
it has done on their behalf has come as 
the result of special appeals, and its 
machinery has developed empirically. 
Political considerations of responsibility 
and of expediency, the desire to build 
up the League as an instrument of in- 
ternational conciliation, and humani- 
tarian sympathies have played a part in 
deciding the character and extent of re- 
sponsibility the League’s organs were to 
accept. The personality of those who 
undertook the work, particularly that of 
Dr. Nansen, was of great importance 
both in the formulation of issues so as 
to secure support and in achieving re- 
sults through the stimulation and direc- 
tion of the efforts of individual govern- 
ments and of voluntary organizations. 


APPEAL MADE TO THE LEAGUE 


The first appeal to undertake the 
work reached the League from relief 
agencies and from governments which 
found themselves incapable of coping 
with the refugee problem in the dimen- 
sions which it had assumed by the end 
of 1920. The voluntary organizations, 
with resources already strained by their 
relief work during and after the war on 
behalf of starving and destitute persons 
in Central and Eastern Europe and of 
the migrants caused by the movements 
of armies during the war and the re- 
drawing of frontiers after it, found 
themselves overwhelmed by the task of 
meeting the needs of the disorganized 


1 References to the general purpose of the 
League of Nations “to promote international 
co-operation and to achieve international peace 
and security,” and to Articles 23 and 25, have 
been made by those in favor of the League’s 
accepting responsibility for refugees. 


masses of Russian refugees flooding into 
the border countries. The governments 
of the receiving countries, most of which 
were already facing serious reconstruc- 
tion problems, economic crisis, depreci- 
ated currencies, chronic unemployment, 
and political unrest, were ill prepared 
for this influx of destitute people whose 
political ambitions and dubious legal 
status made them a political problem, 
while their lack of money and goods 
and their poor or weakened health in- 
volved serious economic difficulties. 
This situation led to an appeal to 
some technical organs * of the League, 
but they considered that such work 
would not be within their competence 
unless specifically referred to them by 
the Council or the Assembly. There- 
fore, the President of the International 
Red Cross Committee, on behalf of a 
large number of voluntary organizations, 
approached the Council, on February 
20, 1921, on the ground that the League 
of Nations was “the only supernational 
political authority capable of solving a 
problem which is beyond the power of 
exclusively humanitarian organizations.” 
The appeal to the League was dic- 
tated by the war and postwar experi- 
ence of the greater effectiveness of co- 
ordinated efforts, and in particular by 
the success of the repatriation of the 
prisoners of war from Siberia which was 
being carried on under the direction of 
Dr. Fridtjof Nansen, acting as High 
Commissioner for the League of Na- 
tions. The International Red Cross 
Committee proposed that the League 
should appoint a High Commissioner for 
Russian Refugees and that he should 


2 The International Labor Office, the Inter- 
national Emigration Commission, and the Per- 
marent Commission on Passports, Transit and 
Communirations. 
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consider three main aspects: first, the 
definition of the legal status of refugees; 
second, their repatriation to Russia, 
their emigration to other countries, or 
the organization of their employment in 
the countries where they were residing; 
and third, the co-ordination of the vari- 
ous efforts already being undertaken for 
the material relief of the refugees. The 
Council agreed to put its machinery at 
the disposal of the governments with the 
understanding that it would take no re- 
sponsibility for the organization or 
financing of relief and that its work 
should be considered temporary. These 
two considerations have dominated, up 
to the present, the refugee work done 
by the League. 


Tse Hich COMMISSIONER AND His 
ORGANIZATION 


Dr. Nansen was asked to undertake 
the office of High Commissioner for 
Russian Refugees, and assumed it on 
September 1, 1921. He was not pro- 
vided with any general authority or with 
financial resources other than small 
sums for administrative expenses, and 
his first task was to organize machinery 
for co-ordinating the efforts which were 
being made. This organization was de- 
signed to provide the High Commis- 
sioner with channels to the hospitable 
countries, to those giving money and 
doing relief, and to the refugees them- 
selves. Governments were asked to ap- 
point officials to communicate directly 
with the High Commissioner and to re- 
ceive specific proposals for action, and 
Nansen also appointed his own repre- 
sentatives in those countries to keep in 
touch with government representatives. 
The representatives of the High Com- 
missioner also maintained contact with 
the charitable organizations. The In- 
ternational Red Cross Committee and 
the Union Internationale de Secours aux 
Enfants put at Dr. Nansen’s disposal 
‘their local representatives and their 
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technical apparatus. Through these lo- 
cal officials and his own representatives 
he maintained direct contact with the 
refugees. The work of these officials 
developed to such an extent that in some 
places it was necessary to set up an 
office. In addition, the High Commis- 
sioner was able to consult with repre- 
sentatives of the interested governments 
meeting together in Intergovernmental 
Conferences and with those of the chari- 
table organizations which formed an 
Advisory Committee ® under Nansen’s 
chairmanship. The office of the High 
Commission was thus enabled to act as 
a clearing house for information, to fit 
the individual efforts into a general plan 
and to present it to the League of Na- 
tions. 

Nansen’s aim was to turn as quickly 
as possible from relief and charity to 
measures which would enable the refu- 
gees to become self-supporting. In or- 
der to do so it was necessary to get in- 
formation in regard to the number, age, 
sex, and profession of the refugees and 
to secure a legal status * for them which 
would give them standing in the coun- 
tries of refuge so that they could seek 
employment, or would enable them to 
travel in search of opportunities else- 
where. With the co-operation of the In- 
ternational Labor Office, Dr. Nansen 
carried through a census of refugees in 
the winter of 1921-22. Local offices 
aided in collecting the information and 
to some extent in certain places acted as 
employment exchanges. 


Legal status for refugees 
A legal status for refugees was de- 


8 While maintaining the autonomy of the 
constituent societies in their several fields of 
activity and their control over their respective 
funds, their work was thus co-ordinated to 
assure a maximum of efficiency. 

4Most of the Russian refugees were either 
without nationality because of the Soviet de- 
cree of December 15, 1921 or without valid 
papers. 
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pendent on the approval of govern- 
ments, and after careful preparation, 
Nansen called an Intergovernmental 
Conference in July 1922 to consider his 
proposals. This conference accepted an 
arrangement for a Certificate of Iden- 
tity which would be considered valid 
by adherent countries. This certificate, 
which was approved by the Council, 
was to be issued by individual govern- 
ments to Russian refugees in their ter- 
ritory. Fifty-two governments adopted 
it in principle, and an Arrangement of 
May 31, 1924 extended the provisions 
to Armenian refugees, thirty-eight states 
accepting this. 

The document is not identical with a 
national passport, although it is gen- 
erally called a Nansen Passport. It is 
an identity certificate issued for one 
year, which can be used as a travel docu- 
ment. As improved by an Arrangement 
of May 12, 1926 (twenty-three acces- 
sions), it gives the holder the right to 
return to the country issuing it. It does 
not provide for equal treatment with 
` citizens in regard to labor permits, so- 
cial security, taxation, and other mat- 
ters, but an Arrangement of June 30, 
1928 recommends favorable treatment 
for the refugees in regard to these 
matters. 

The Nansen Passport is the first in- 
ternational identity paper. Through it, 
refugees of specific categories * become 
the recipients of a legal and juridical 
status. The refugee who is de facto 
stateless and has neither protection nor 
representation from his state is pro- 
vided with both by the High Commis- 
sioner for Refugees. 


Emergency problems and settlement 
Schemes ` 


At the same time that the High Com- 


5 In 1928 the provisions were extended to 
Assyrian, Assyro-Chaldean, Turkish (friends 
of the Allies) and Assimilated Refugees, and 
in May 24, 1935 to Saar refugees. 
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mission was concerned with these gen- 
eral functions, certain emergency prob- 
lems demanded its attention. One of 
the most urgent of these was the desti- 
tution and suffering of the Russian refu- 
gees in Constantinople, who flooded in 
after the breakdown of counter-revolu- 
tionary activity. Technically the prob- 
lem did not fall within the competence 
of the High Commission, but the relief 
organizations could not meet the need.® 
A special office was set up in Constanti- 
nople under the patronage of the 
League. Funds were obtained from pri- 
vate sources to the amount of $250,000 
which made it possible to continue re- 
lief temporarily and to facilitate evacua- 
tion plans. By September 1923, twenty 
thousand Russian refugees had been dis- 
persed to forty-five different countries.’ 

While the transfer of Russian refu- 
gees from Constantinople was still tak- 
ing place, the city was further inundated 
by an influx of Greek and Armenian 
refugees fleeing from Asia Minor. Fol- 
lowing Nansen’s appeal, the Assembly 
which was in session at the time of the 
disaster authorized him to assist in the 
relief of refugees from the Near East. 
On April 21, 1923, he was further au- 
thorized to take steps to improve the 
situation of the Bulgarians who had been 
turned out of Western Thrace. 


Greece 


Nansen sought to meet these emer- 
gency problems by a farsighted com- 
bination of relief with reconstruction. 
With approximately $190,000 raised by 
government grants, he carried out the 
evacuation of 156,000 Greek refugees 


8 Some organizations, like the American Red 
Cross, and also governments concerned, such 
as France, were forced to announce the ex- 
haustion of their relief funds. 

62 There is considerable divergence in the 
estimates of the numbers of different refugee 
movements, Except where otherwise noted, 
the figures in this article have been drawn 
from the League of Nations Documents. 
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from Asia Minor and of 10,000 Turkish 
refugees to Asia Minor. The League 
offices in Constantinople and in Greece 
organized feeding camps and enlisted 
the services of the Health Committee, a 
technical committee of the League, to 
stop the spread of epidemics. In West- 
ern Thrace and Macedonia, settlements 
on a constructive and self-supporting 
basis were established for about 10,000 
refugees. The High Commissioner 
wished to expand this experience into 
a large scheme for the permanent settle- 
ment of Greek refugees financed by an 
international loan to the Greek Gov- 
ernment. Such a plan was undertaken 
not under the High Commission but 
under the Greek Refugee Settlement 
Commission, an autonomous body re- 
sponsible finally to the Council.” The 
Commission worked for over seven 
years and was responsible for the set- 
tlement of more than 650,000 people, 
approximately one-half of the estimated 
total of all Greek refugees. 


Bulgaria 


Following the Greek precedent, the 
Bulgarian Government appealed to the 
League, in May 1926, for help in estab- 
lishing settlements. Bulgaria had re- 
ceived about 220,000 Bulgarians from 
adjacent countries since 1913, of whom 
125,084 were still in need of settlement 
and were a cause of strained relations 
with neighboring countries. The League 
Council appointed a High Commis- 
sioner, and a settlement scheme similar 
to the Greek one was carried out, al- 
though under even greater difficulties. 
By January 1, 1933, the High Com- 
missioner was able to hand over to the 
Bulgarian Government the settlements 
nearly completed.® 

7 The chairman and one other member of 
the Commission were appointed by the Coun- 
cil, and the two other members by the Greek 
Government subject to the approval of the 


Council. 
8 In both cases the settlement commissions 
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The Armenians 


Another large-scale settlement scheme 
which was attempted, although with 
less successful results, was on behalf of 
the Armenians, whose protection and 
care were referred to the High Commis- 
sioner for Refugees by the Council of 
the League in September 1923. It was 
estimated that at that time there were 
320,000 Armenian refugees scattered 
throughout Syria, Iraq, Cyprus, Pales- 
tine, Greece, Bulgaria, and other Euro- 
pean countries.° The League Assembly 
had discussed the fate of the Armenians 
in each of its yearly meetings, but pro- 
posals to bring them under mandate 
were not accepted, nor was it possible 
to secure minority group protection for 
them.?° In view of the magnitude of 
the problem, the French Government, 
supported by the Italian, proposed to 
the Council a scheme for settling Arme- 
nians in the Caucasus. 

Following a request to the office of 
the High Commission to collaborate 
with the International Labor Office in 


had to give quarterly reports to the Council. 
It may be noted also that the Mixed Com- 
missions provided for in the Convention of 
Neuilly (Nov. 27, 1919) and the Convention 
of Lausanne (Jan. 30, 1933) to carry out the 
exchange of population between Bulgaria and 
Greece and between Greece and Turkey in- 
cluded two members appointed by the Council. 

9 See article by Walter Adams, “Extent and 
Nature of the World Refugee Problem,” in 
this volume.—Enprror’s Note. 

10A Commission was set up under the 
Council in February 1921 to secure data on 
the deportation of women and children, and 
on the basis of its report was asked to under- 
take the reclaiming of deported women and 
children from Turkey. The League also sup- 
ported the work of Dr. Kennedy at Constanti- 
nople and of Miss Jeppe at Aleppo. In 1926 
Dr. Kennedy closed the “Neutral House” at 
Constantinople which had given temporary 
refuge to three thousand women and children, 
many of whom emigrated to the United 
States, and Miss Jeppe’s home and agricul- 
tural settlement scheme at Aleppo were taken 
over by the French authorities in 1927. 
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inquiring into possibilities, and after 
firsthand investigation, Dr. Nansen in 
1925 suggested a settlement scheme in 
Erivan under which 25,000 Armenians 
could be established. To meet the ex- 
penses of transport and settlement, he 
proposed that a loan of $4,500,000 be 
raised through the League of Nations 
under the guarantee of the Armenian 
Government, the Soviet Government, 
and the Russian State Bank in Mos- 
cow. Although the technical commis- 
sions of the League approved the engi- 
neering and financial aspects of the 
scheme and the French Government of- 
fered its share of the loan, the Con- 
servative ministry in Great Britain re- 
fused any financial assistance. The 
Assembly in 1926 decided that funds 
for the scheme would have to be raised 
privately, and although Nansen did his 
utmost to save the plan, he had finally 
to abandon it in 1929. 

A scattered migration of Armenians 
to Erivan was promoted, however, by 
the plans which Nansen worked out. 
Through an agreement between Greece 
and the Soviet Union in 1927 and a 
scheme promulgated by the Nansen Of- 
fice in 1936 for repatriating Armenians 
from France, about 15,500 Armenians 
have been settled in Erivan. More- 
over, several schemes have been carried 
through by the French and British Gov- 
ernments, which were Mandatory pow- 
ers in areas into which the refugees had 
fled. In 1926 the French Government 
asked the League to co-operate in a set- 
tlement scheme in Syria, to which more 
than 100,000 Armenians had fled dur- 
ing the Great War. Of these, 40,000 
were in great distress, living in tempo- 
rary shelters in camps at Beirut, Aleppo, 
and Alexandretta. The High Commis- 
sioner appointed a special delegate in- 
trusted with the direction of settlement 
operations. In co-ordination with the 
relief organizations, particularly the 
Red Cross, and with the Mandatory 
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power, a settlement scheme was carried 
through similar to that in Greece, 
though on a smaller scale. When the 
High Commissariat was replaced by the 
Nansen International Office for Ref- 
ugees the work was continued and new 
contributions made to it. A total of 
36,016 refugees were settled in 5,576 
houses and 1,090 refugees installed in 
five large agricultural colonies by the 
end of December 1937, when the Nan- 
sen Office had to suspend its activities 
in Syria. The work was taken over by 
the Armenian General Benevolent Union 
with the prospect of completing it 
shortly. 

In addition to the Armenians in Eri- 
van, Syria, and the Lebanon, whose 
problem is largely solved now, although 
the termination of the French mandate 
over Syria causes great anxiety among 
the Armenians, there are 25,000 who 
have remained in Greece. More than 
half of these have been absorbed into 
industry, small trades, and so forth, but 
10,000 still live in hutments close to 
Athens. Since these slums were con- 
demned by the health authorities, the 
Greek authorities granted some land to 
the Nansen Office with the understand- 
ing that it would build small houses 
thereon as permanent homes for the ref- 
ugees. The Office secured some funds 
for building the houses on a repayable 
loan basis. It planned to build 400 to 
500 small houses capable of accommo- 
dating more than 2,000 refugees, but 
shortage of money forced a reduction of 
the number. By May 1938, 123 dwell- 
ings had been finished at a cost of 
$30,000. 


The Assyrian group 


Another group of refugees was the 
Assyrian, Assyro-Chaldean, Turkish 
(friends of the Allies) and Assimilated 
Refugees, whose protection was in- 
trusted to the High Commissioner in 
September 1927. Giving way to pres- 
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sure from certain quarters, the Council 
had requested Nansen to consider what 
other groups of refugees might be in- 
cluded within the scope of the League’s 
services. Although Nansen made him- 
self the spokesman for the claims of the 
Ruthenians, the’ Montenegrins, refugees 
from Central Europe, and Jewish ref- 
ugees in Rumania, protection was ac- 
corded only to the 30,000 refugees in 
the Assyrian group. Somewhat over 
15,000 of these had fled to the Caucasus 
.and about 4,000 to Greece. Efforts 
were made to settle them in Iraq along 
with other Assyrians already in that 
area who had fled there at the end 
of the war and received British protec- 
tion. 

The termination of the mandate over 
Iraq in 1932 was followed by strained 
relations between Assyrians and Iraqis, 
which culminated in bloodshed and the 
flight of many to Syria. In 1933 the 
Iraq Government requested the Council 
to draw up a scheme for a new home for 
the Assyrians who wished to leave Iraq 
or who could not be included in the 
Iraq State since they would be a dis- 
turbing element. The Council set up a 
committee in December 1933 to prepare 
a plan for emigration and settlement. 
Plans, in which the Nansen Office col- 
laborated, for settlement in Brazil, in 
British Guiana, or in the Ghab Plain in 
Syria, had to be abandoned for one rea- 
son or another. It was finally decided 
that the provisional settlement in the 
Khabur Valley, where approximately 
9,000 Assyrians are living, should be 
consolidated and that the 20,000 As- 
syrians still in Iraq should be incor- 
porated there as ordinary citizens. 


The Russians 


During his period of office the High 
Commissioner was constantly concerned 
on behalf of the Russian refugees, with 
the question of final disposition either 
by repatriation, by employment, in the 
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countries of refuge, or by settlement in 
overseas countries, 
There had originally been general 


agreement that repatriation of the 


larger part of the Russian refugee group 
would be the proper solution of the 
problem. Nansen and the Czechoslo- 
vak Government tried to connect re- 
patriation schemes with their plans for 
the economic reconstruction of Russia 
as an integral part of the European 
economic system. It became clear, 
however, that the political division was 
too serious to be bridged. Nansen se- 
cured the repatriation of about 6,000 
Cossacks, natives of the Don, Kuban, 
and Terch provinces, from Greece and 
Bulgaria by 1923. His efforts in 1923 
to reach a general arrangement with the 
Soviet Union for repatriation similar to 
the Balkan schemes were not successful. 
From that time, repatriation as a gen- 
eral solution had to be abandoned, and 
employment, dispersal, and emigration 
were the only possibilities. 

Although the dispersal of refugees 
from congested areas had gone hand in 
hand with efforts to secure employment 
for them, there were still large numbers 
who were neither settled nor self-sup- 
porting. The problem of securing work 
for them was increasingly more difficult 
but the more necessary since many Eu- 
ropean and American philanthropic or- 
ganizations which had contributed large 
funds to Dr. Nansen’s work had either 
exhausted their funds or were prohibited 
by their charters from giving more than 
temporary relief in acute situations. 
Large-scale emigration schemes to over- 
seas countries had failed through re- 
strictions on migration imposed by 
those countries and through lack of 
funds to meet the expenses of trans- 
portation. There was a growing op- 
position in the League itself to a con- 
tinuance of the refugee work, largely 
due to financial considerations. Nansen 
believed, however, that long-range plans 
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carefully conceived and carried through 
would prove not only far more success- 
ful but much less costly than the relief 
and piecemeal efforts being made.” 


REFUGEE WORK TRANSFERRED TO 
I.L.O. 


In order to reach such an end, Nan- 
sen proposed a reorganization of the 
League’s work for refugees with three 
main objects in mind: to secure a per- 
manent organization, to acquire more 
discretion in regard to the work under- 
taken, and to have at the disposal of the 
High Commissioner more funds so that 
long-range schemes could be financed 
and carried through. Since technical 
questions like employment, emigration, 
and settlement were the means whereby 
solution had to be sought, Nansen pro- 
posed transferrence of these aspects of 
the work to the International Labor Of- 
fice, as they fell within the scope of 
its activity. The High Commissioner 
would retain responsibility for the polit- 
ical and legal aspects of the refugee 
problem. Expenses would be met 
through a revolving fund of $500,000, 
set up by the governments. 

The League agreed to the transfer of 
the technical work to the International 
Labor Office and voted the necessary 
amount into the budget of that body to 
carry on administrative services for one 
year. The Governing Body of the Or- 
ganization was reluctant, however, to 
accept the responsibility, and agreed to 
undertake the technical services for 
Russians and Armenians only as a tem- 
porary task to be terminated as soon 
as possible. Despite Nansen’s efforts, 
the Intergovernmental Conference simi- 
larly refused to accept one of the main 


i1 For example, he cited the settling of 
about 6,000 Denikin refugees within a few 
months for a total expenditure of about $350,- 
000 contributed by the British Government, 
after it had already spent $6,800,000 for re- 
lief for the same group. 
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tenets of his plan, the setting up of a 
revolving fund of adequate proportions 
for carrying on long-range plans. A 
modest financing scheme was instituted, 
however, through the Nansen stamp 
system, whereby every nonindigent ref- 
ugee was to be charged five gold francs 
for the issue of the Nansen identity cer- 
tificate. A certain fund was thus col- 
lected and maintained which made pos- 
sible a small amount of planning, but 
not enough for large-scale settlement 
schemes. 

Under the new arrangements which 
became effective January 1, 1925, the 
staff of the High Commissioner was in- 
corporated in the Diplomatic Division 
of the I.L.O. as the Refugee Service. 
Major Johnson became its Chief, while 
retaining his former office of Assistant 
High Commissioner, thereby co-ordinat- 
ing the political and technical aspects of 
the work. The seven local offices al- 
ready existing were put under the di- 
rection of the I.L.O., and in 1925 a 
new office was set up in Germany, and 
in 1926 two in South America. These 
local officers, supported wholly or in 
part by the respective governments, re- 
placed the local delegates of the Red 
Cross. They had the assistance of ad- 
viscry committees consisting of repre- 
sentatives of governments and of ref- 
ugee organizations in the respective 
countries. The Refugee Service also re- 
ceived the same support from the Ad- 
visory Committee which Nansen had 
from the beginning. 


Employment and settlement 


A new census was undertaken in the 
early months of 1925 in order to find 
the total numbers and occupational dis- 
tribution of unemployed refugees capa- 
ble of work. Able-bodied unemployed 
refugees were transferred to places of 
employment. The most successful of 
these arrangements was made with 
France,, where 7,600 refugees found 
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work in 1927-28. Smaller groups were 
placed in Belgium and Luxembourg. 

Possibilities of group or individual 
settlement in Canada, Argentina, Brazil, 
Uruguay, Paraguay, and other overseas 
countries were investigated in collabora- 
tion with the Migration Service and 
other technical services. About 10,000 
refugees, most of them Ukrainians, 
found employment on farms in Canada, 
and a further 5,500 were established in 
different parts of the United States. 
Efforts to get international agreement 
on the employment and emigration 
problems failed, however, because of 
political difficulties. Moreover, the pro- 
vision of services for only one year at 
a time and insufficient funds handi- 
capped settlement work. 

In August 1928 the Director of the 
I.L.O. could report to the League that 
since 1925 when the problem had been 
referred to the Office, the number of 
unemployed refugees had been reduced 
from approximately 400,000 to about 
200,000. The Office claimed direct 
credit for over 50,000 of these. 


ESTABLISHMENT OF NANSEN OFFICE 


At the request of the International 
Labor Office, the refugee administra- 
tion was reconsidered in 1928, as the 
problem had reached another stage. 
The majority of the 200,000 refugees 
left unemployed were neither agricul- 
tural workers nor equipped to accept 
industrial contracts. There was also a 
general desire on the part of govern- 
ments to liquidate the emergency serv- 
ices of the League. This policy of liq- 
uidation was not dictated solely by 
desire for economy. A large part of 
the Armenians seemed to have good 
prospects of settlement, and the Rus- 
sians were for the most part furnished 
with Nansen Passports and distributed 
in countries where there was some hope 
of their becoming self-supporting. The 
process of assimilation and absorption 
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would take a considerable period of 
time, and it was felt that this would 
henceforth be the major emphasis of 
the work. 

In view of the situation as it was in 
1929 Nansen believed that the refugee 
work could be wound up in ten years 
under an organization with a definite 
status and possibility of planning for 
that period. He was anxious, however, 
that the work should be kept under the 
League by incorporating it in the Secre- 
tariat. This plan was opposed by the 
Supervisory Commission, which deals 
with the League’s budget, and Major 
Johnson and the refugee groups also fa- 
vored the creation of an autonomous 
institution. The Assembly accepted the 
latter plan and set up the Nansen In- 
ternational Office for Refugees, which 
was to wind up the refugee work and 
to be liquidated by December 31, 1938. 
The post of High Commissioner was 
abolished. The supreme authority in 
the Nansen Office was to be exercised 
by a Governing Body *? of which the 
President ** was to be nominated by 
the League Assembly. The League 
voted grants for administrative expenses 
on a scale progressively diminishing to 
the date of the final liquidation. 

The Assembly had approved a divi- 


12 It was composed of the President, Chair- 
man, the three representatives of the Inter- 
governmental Advisory Committee for Ref- 
ugees (set up by the Council in 1928), a 
nominee of the Secretary-General, a nominee 
of the Director of the I.L.O., three members of 
the Advisory Committee of Private Organiza- 
tions, and two members of the principal inter- 
national relief organizations co-opted by a 
majority vote of the other members of the 
Governing Body. 

13 Dr. Max Huber (from April 1, 1931 to 
the end of 1932) and Dr. Georges Werner 
(1933-35), both members of the International 
Red Cross Committee and both Swiss, became 
presidents of the Office. The presidency was 
then vacant for one year until January 24, 
1936, when Judge Michael Hansson, a Nor- 
wegian, was appointed. He was in charge of 
the Office until it was liquidated. 
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sion of services for refugees, only the 
humanitarian work being referred to the 
Nansen Office, while the Secretariat re- 
tained the legal and political protection 
for refugees which it had undertaken 
during the interim period 1929-30. In 
practice, the Nansen Office undertook 
all phases of the work.1* The fact that 
the League technically retained the 
function of legal and political protection 
was of great significance, however, when 
the termination of refugee services was 
discussed in 1937. 


Convention for Nansen refugees 


It had been agreed that the legal pro- 
tection for refugees should be improved 
and consolidated by an international 
convention, since there were questions 
in regard to full legal and political pro- 
tection for refugees which affected na- 
tional sovereignty and could be met 
only through a binding legal document. 
It was also desired to have an instru- 
ment which would survive the Nansen 
Office. 

A convention based upon Article 23 
of the Covenant, presented to an Inter- 
governmental Conference on October 
26, 1933, was adopted by the fourteen 
participating states +> and left open for 
subsequent accessions. The convention 
adopted the general provisions laid 
down in the previous arrangements, im- 
proved the Nansen certificate system in 
regard to the period of validity as well 
as the right to return to the hospitable 
country, restricted the practice of ex- 
pulsion, insured the enjoyment of civil 


14 The Secretariat has no general scheme of 
local representation and had to depend on the 
local representatives of the Nansen Office who 
were invested annually by the Secretary-Gen- 
eral with power to undertake certain quasi- 
consular functions for refugees arising from 
the Arrangement of 1928. 

15 Jt has been ratified by eight states with 
various reservations which in certain cases ap- 
preciably restrict its value, especially in regard 
to the refugees’ right to work, 
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rights, and secured most favorable treat- 
ment in respect to labor, welfare, relief, 
and taxation. Although the provisions 
in regard to expulsion, employment, and 
education did not go far enough to solve 
the problem of the legal status of ref- 
ugees, the convention provided a great 
improvement in these respects. It was 
effective for those refugees under the 
Nansen Office. 


Work and difficulties of Nansen Office 


The Nansen Office undertook much 
of the preparatory work for the conven- 
tion, carried on the quasi-consular func- 
tions under the legal Arrangements, and 
was constantly concerned with cases of 
expulsions which happened continually 
despite the yearly pleas of the Assembly 
to mitigate the practice. Its humanita- 
rian work was divided between finding 
employment for refugees and providing 
relief to the unemployed, the old, the 
disabled, and children. The financing 
of this work came from the Nansen 
stamps and from surcharged postage 
stamps sold in France and Norway, as 
well as from private contributions. 

Four unforeseen problems arose dur- 
ing the period of activity of the Nansen 
Office which made it impossible to carry 
out its original plans. The first was the 
economic depression which drastically 
affected the employment of Nansen ref- 
ugees. Labor permits became increas- 
ingly difficult to secure, and refugees 
were forced to relinquish their positions 
in favor of nationals, were expelled from 
countries for having no means of sup- 
port, and were refused entry permits 
into other states. Moreover, the capi- 
tal of charitable organizations was af- 
fected and direct relief almost ceased. 
The second factor was the decline of the 
League’s moral influence owing to the 
setbacks which the system of collective 
security has suffered since 1931. This 
inevitably reacted on the measure of 
protection which the League could give 


Tue LEAGUE OF NATIONS AND THE REFUGEE PROBLEM 


to the refugees. Third, there had al- 
ready been a tendency noticeable in the 
League which operated in favor of re- 
ducing League activities on behalf of 
refugees. The entrance of the Union of 
Soviet Socialist Republics strengthened 
this sentiment, since the Russian repre- 
sentatives bent their efforts on restrict- 
ing the work being done for Russian 
refugees. Last was the new refugee 
problem which resulted from the Na- 
tional Socialist revolution in Germany. 


German refugees 


The German refugee question was 
brought up at the Assembly ** in Sep- 
tember 1933 as a technical matter, by 
the delegation of the Netherlands. Be- 
cause of objections made by the Ger- 
man delegate to direct action by the 
League, a compromise was formulated 
and the High Commission for Refugees 
(Jewish and other) Coming from Ger- 
many was set up as an autonomous or- 
ganization, created by the League but 
responsible to its own Governing Body, 
not to the League Council. In contrast 
to the Nansen International Office for 
Refugees, not only the funds for the 
settlement of refugees but those for the 
administration of the Commission as 
well were provided by private con- 
tributors. 

This compromise made it even more 
difficult for the new High Commissioner, 
Mr. J. G. McDonald, to solve the Ger- 
man refugee problem, especially since 
the expulsion of “non-Aryan” people 
and of political opponents continually 


16 The German refugee problem was first 
brought to the attention of the Council in 
May and July 1933 as a minority petition. 
At the International Labor Conference in 
June, Dutch, French, and Belgian representa- 
tives pointed out that the influx of German 
refugees threatened to disturb the labor mar- 
kets in their countries, and the Conference 
decided that the I.L.O. should study the means 
of settlement of refugees and submit resolu- 
tions to the League. 
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increased the number of German refu- 
gees.’ Although he accomplished a 
considerable amount, he resigned De- 
cember 1935, pointing out that the work 
needed the authority of the League. On 
February 14, 1936, the Council ap- 
pointed as High Commissioner for Refu- 
fees from Germany, Sir Neill Malcolm, 
an Englishman. In contrast to his 
predecessor he was a League official, ob- 
tained administrative expenses from the 
League to which he was responsible, and 
had the assistance of the Secretariat.1® 
Since the German refugees had not 
been eligible for Nansen Passports, their 
Governing Body had provisionally 
adopted the uniform document of iden- 
tity and travel accepted by the Third 
General Conference on Communications 
and Transit in September 1927 for 
apatrides (persons without nationality). 
This was superseded by an Arrangement 
of July 4, 1936 which was followed by a 
convention of February 10, 1938. This 
convention gave the German refugees 
certain privileges of sojourn and resi- 
dence in signatory states; provided for 
a travel and identity document; gave a 
certain amount of protection against 
forcible return to Germany; and in gen- 
eral repeated the provisions of the 1933 
convention with respect to legal status, 
labor conditions, and social welfare. 


PRESENT LEAGUE PROVISIONS 


In 1935, only three years before the 
planned liquidation of the Nansen Of- 


17 The administration was further compli- 
cated by the fact that in May 1935 the Coun- 
cil at the request of France intrusted the pro- 
tection of the Saar refugees to the Nansen 
Office. Under the Arrangement of May 24, 
1935 (seventeen accessions) the Nansen certifi- 
cate was extended to them. The Assembly 
made a special grant to the Office for their 
settlement in Paraguay. The care for the 
Saarlanders was delegated to a special repre- 
sentative of the Nansen Office. 

18 His office somewhat corresponded to the 
High Commission of Dr. Nansen for Russian 
and Armenian refugees. 
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fice, the League was forced to reconsider 
its attitude to the refugee work. The 
Russian problem as well as the Armen- 
ian had not reached an end, and the 
German refugees were an ever increas- 
ing number. The Norwegian Govern- 
ment proposed to the Assembly in 1935 
that a central organization be estab- 
lished responsible for the protection and 
assistance of all refugees. This was not 
accepted, but there was a constant dis- 
cussion and re-examination of the prob- 
lem. Under a temporary plan, Judge 
Hansson, president of the Nansen In- 
ternational Office for Refugees, and Sir 
Neill Malcolm, whose duties were later 
enlarged to cover refugees from Austria 
following its annexation by Germany,’® 
were to retain their offices until Decem- 
ber 1938. 

In September 1938 the Assembly de- 
cided that to provide for League protec- 
tion of refugees after that date, the two 
League refugee organizations were to be 
amalgamated for a period of five years 
under a single “ High Commissioner for 
Refugees under the protection of the 
League of Nations.” Sir Herbert Emer- 
son 2° was appointed as High Commis- 
sioner, his term to begin January 1, 
1939. He is responsible for the Russian, 
Armenian, Saar, and German refugees. 
At its January meeting, the Council 
extended his powers to include ref- 
ugees coming from the Sudetenland.” 
His duties are to “superintend the entry 


19 The Council also decided to request the 
governments concerned to apply the Conven- 
tion of 1938, or the Provisional Arrangement 
of 1936, to the refugees coming from Austria. 

20 He is a British civil servant with wide 
experience in the Indian administration and 
in settlement work. From 1933 he was Gov- 
ernor of the Punjab. 

21 The number of refugees was estimated in 
February by the British agent to be 186,000, 
j.e.: 150,000 Czechs; 19,000 Germans (of 
whom some 6,000 had moved into the Su- 
detenland from Germany before the transfer 
of the former to the Reich); 15,000 Jews; 
and 2,000 Hungarians, 
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into force and the application” of the 
conventions for the legal status of refu- 
gees, “to facilitate the co-ordination of - 
humanitarian assistance,” and “to assist 
the governments and private organiza- 
tions in their efforts to promote emigra- 
tion and permanent settlement.” 

The refugee work under the League 
has gone through various stages of needs 
and approach. In view of the difficul- 
ties with which the leaders of the work 
have been constantly confronted, the 
amount and extent of the work accom- 
plished has been very considerable. On 
the other hand it is evident that the 
League has handicapped itself in its 
work for refugees, first by always deal- 
ing with it as a humanitarian question 
instead of treating it as a political one 
and striking at the root of the problem, 
as both Nansen and McDonald pro- 
posed, by negotiations with the refugee- 
producing countries; and second by its 
unwillingness to commit itself to long- 
range plans. 

For both purposes, however, the 
League missed universality of member- 
ship and the needed financial resources. 
A great loss to the work came through 
the death in 1930 of Nansen, who by 
his personality had a determining influ- 
ence in the League and had been able to 
mobilize public opinion behind his ef- 
forts. The growing opposition of Italy, 
Germany, and Russia, as well as of 
groups in the Secretariat and also the 
Budget Committee of the League, to the 
continuation of the work pushed it more 
and more out of the League. Last but 
not least, the absence of one of the larg- 
est financiers of the relief as well as set- 
tlement work, the United States, has 
been a source of weakness throughout. 


FUTURE POSSIBILITIES 


The League today is too weak to take 
a strong stand against Italy and Ger- 
many. On the other hand, the refugee 
problem with its threatening potentiali- 
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ties has become an even greater inter- 
national problem than in 1921. The 
answers of thirty-two governments to 
President Roosevelt’s appeal have shown 
a realization of the need for further in- 
ternational action. It is understand- 
able that those states which are ready 
to give money and land for the ref- 
ugees have set up their organization 
independent of the League, as the Inter- 
governmental Committee. The weight 
of moral and political authority has 
shifted from the League to this Com- 
mittee. Mr. George Rublee, its direc- 
tor, could negotiate with the German 
Government, while Sir Neill Malcolm as 
a League official could not do so. Also, 
in this Committee refugee-producing 
countries are excluded, and thus a 
uniform attitude can be generally 
secured, 

The League refugee apparatus as it 
exists in the arrangements and conven- 
tions is important, however, for the legal 
status of the refugees. The High Com- 
missioner with his seat now in Lon- 
don will have an important function to 
perform as the co-ordinating officer be- 
tween the Intergovernmental Commit- 
tee, the relief organizations, and the 
refugees. This co-ordination can be the 
closer since the two organizations, 
though continuing their separate exist- 
ence, are now under a single head, Sir 
Herbert Emerson having been asked to 
succeed Mr. Rublee who resigned on 
February 13. Moreover, the experience 
and accumulated knowledge of those who 
have been engaged in the work for refu- 
gees, as well as the technical services of 
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the League, such as the I.L.0., the In- 
ternational Migration Service, and so 
forth, can offer considerable assistance 
to the Intergovernmental Committee. 

In regard to the legal status for refu- 
gees, it would be possible for the League 
Office to press for a more satisfactory 
and more comprehensive arrangement. 
At present the League’s protection is ex- 
tended only to limited categories of 
refugees, while many are left without 
legal status. This is so in regard to the 
Italian and Central European refugees 
of earlier times, to the Spanish refugees, 
who have become a cause of serious con- 
cern, and to the refugees from Danzig,?? 
Memel, and Eastern Europe. Efforts 
might be made by the High Commis- 
sioner to amalgamate the conventions 
of 1933 and 1938, to extend them in 
certain respects, and to make them of 
benefit to all refugees. The close har- 
mony with the Intergovernmental Com- 
mittee might make it possible to secure 
adhesions on the part of countries which 
are represented there. 

The experience of the League’s work 
for refugees indicates the importance of 
securing an adequate legal status for 
refugees as a basis for all other efforts 
which are to be made on their behalf. 
It appears to be in this field that the 
League Office for Refugees could per- 
form its most distinctive and valuable 
function in aiding the transition of the 
refugees to new national status. 


22 The Jews in Danzig were forced to ac- 
cept, on December 17, 1938, a decree of ex- 
pulsion which affected between five and seven 
thousand people. 
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The Evian Conference and the Intergovernmental 
Committee 


By Eric ESTORICK 


N MARCH 23, 1938 President 
Roosevelt sent a message to twenty 
American republics and nine European 
countries,* inquiring as to whether those 
countries would participate in a confer- 
ence whose purpose would be: 


1. To consider what steps can be taken 
to facilitate the settlement in other coun- 
tries of political refugees from Germany 
(including Austria). The term “political 
refugees,” for the purposes of the present 
meeting, is intended to include persons who 
desire to leave Germany as well as those 
who have already done so. The Confer- 
ence would of course take due account of 
the work now being done by other agencies 
in this field and would seek means of sup- 
plementing the work done by them. 

2. To consider what immediate steps can 
be taken, within the existing immigration 
laws and regulations of the receiving coun- 
tries, to assist the most urgent cases. It is 
anticipated that this would involve each 
participating government furnishing, in so 
far as may be practicable, for the strictly 
confidential information of the Committee, 
a statement of its immigration laws and 
practices and its present policy regarding 
the reception of immigrants. It would be 
helpful for the Committee to have a gen- 
eral statement from each participating gov- 
ernment of the number and type of immi- 
grants it is now prepared to receive or that 
it might consider receiving. 


* The following countries were officially rep- 
resented: Australia, the Argentine Republic, 
Belgium, Bolivia, Brazil, United Kingdom, 
Canada, Chile, Colombia, Costa Rica, Cuba, 
Denmark, Dominican Republic, Ecuador, 
France, Guatemala, Haiti, Honduras, Ireland, 
Mexico, the Netherlands, New Zealand, Nica- 
ragua, Norway, Panama, Paraguay, Peru, 
Sweden, Switzerland, the United States, Uru- 
guay, and Venezuela. Union of South Africa 
sent an observer, and Polish and Rumanian 
representatives attended in an unofficial ca- 
pacity. 


3. To consider a system of documenta- 
tion, acceptable to the participating states, 
for those refugees who are unable to ob- 
tain requisite documents from other 
sources. 

4. To consider the establishment of a 
continuing body of governmental repre- 
sentatives, to be set up in some European 
capital, to formulate and to carry out, in 
co-operation with existing agencies, a long- 
range programme looking toward the solu- 
tion or alleviation of the problem in the 
larger sense. 

5. To prepare a resolution making rec- 
ommendations to the participating govern- 
ments with regard to the subjects enumer- 
ated above and with regard to such other 
subjects as may be brought for considera- 
tion before the intergovernmental meeting.* 


MEETING OF THE CONFERENCE 


The intergovernmental group was in- 
vited by the French Government to hold 
its meeting at Evian-les-Bains. America 
had suggested that the committee meet 
in Switzerland, but the Swiss Govern- 
ment turned down the offer, obviously 
afraid of Germany’s displeasure. The 
conference convened on July 6, and My- 
ron C. Taylor, assisted by Robert T. 
Pell and George L. Brandt of the State 
Department, and James C. McDonald 
and George L. Warren, chairman and 
executive secretary of the President’s 
Advisory Committee on Political Ref- 
ugees, formulated the problems which 
had to be met. It was immediately 
recognized that the refugee problem as 
a whole was too complex to be con- 
sidered at that moment; what could 


1 Part 11, Agenda of the Committee. Com- 
municated by the Government of the United 
States of America to the Governments invited. 
Proceedings of the Intergovernmental Com- 
mitiee, p. 8. 
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be done, however, was to set up ma- 
chinery to alleviate the distress of the 
German and Austrian refugees, and in 
so far as possible link up the machin- 
ery of the Evian Conference with other 
bodies already in the field. However, 
Mr. Taylor pointed out that the ulti- 
mate objective should be to establish 
an organization which would concern 
itself with all the refugees, wherever 
governmental intolerance shall have cre- 
ated a refugee problem. 

Mr. Taylor was not unaware of the 
difficulties which were to beset such a 
meeting. The English and French dele- 
gates were fearful that the jurisdiction 
of the Evian Conference would cut 
across the work already undertaken by 
the League. Although Lord Winterton, 
the head of the British delegation, indi- 
cated his willingness to co-operate, he 
proposed that the Evian Conference 
should organize an Advisory Committee 
whose function would be to participate 
in the activities of the League refugee 
organization. In this policy he was 
supported by the French and the Nor- 
wegians. 


ATTITUDES OF PARTICIPATING 
COUNTRIES 


The proposals of the American dele- 
gation met with a mixed reception. 
Naturally, though all countries signified 
their willingness to aid as far as they 
could, various economic and political 
hindrances stood in the way. 

France, for instance, through its dele- 
gate Mr. Bérenger, said that the French 
Government signified 


its fullest agreement, in principle, with that 
task [of aiding refugees], and its thorough 
determination to secure its realization, al- 
ways bearing in mind my country’s possi- 
bilities and the fact that she has already 
almost exhausted her own resources, which 
unfortunately are not so boundless as her 
zeal to serve the cause of humanity.? 


2 Proceedings, p. 16. 
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The smaller European countries, like 
Belgium, Denmark, Sweden, and Swit- 
zerland, pointed out their actual phys- 
ical incapacity to admit a large number 
of refugees; they were prepared, how- 
ever, to admit transitory refugees who 
were to be trained for permanent re- 
settlement elsewhere. 

The South American countries, on 
the other hand, who would ordinarily 
welcome immigrants to develop their 
resources, are at the present time grap- 
pling with low wages and unemployment. 
Some have large German populations 
and extensive trade arrangements with 
Germany; their actions were hesitant 
because of the fear of German disap- 
proval. l 

Great Britain, through Lord Winter- 
ton, definitely quashed any hopes which 
might have been held as to the possibil- 
ity of a large-scale settlement in Pales- 
tine, adding, however, that that land 
was under study. As for emigration to 
Great Britain itself, Lord Winterton 
said: 


It has been the traditional policy of suc- 
cessive British Governments to offer asylum 
to persons who, for political, racial or re- 
ligious reasons, have had to leave their 
own countries. The United Kingdom has 
never had cause to regret this policy, and 
refugees have often enriched the life and 
contributed to the prosperity of the British 
people. But the United Kingdom is not a 
country of immigration. It is highly in- 
dustrialized, fully populated and is still 
faced with the problem of unemployment. 
For economic and social reasons, the tra- 
ditional policy of granting asylum can only 
be applied within narrow limits.® 


The statement made, however, was 
that Great Britain was examining the 
possibility of settling Jewish refugees 
in her Kenya colony. 


SUMMARY or ACHIEVEMENTS 


In summing up the achievements of 
8 Proceedings, p. 14. 
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the Evian Conference, Mr. Myron Tay- 
lor, chairman of the American delega- 
tion, said in a speech before the Council 
on Foreign Relations: 


On July 14, only eight days after the 
conference had met a resolution was 
adopted setting up the machinery necessary 
to attack the problem along the broad lines 
essential to its solution. 

That resolution recognized that “the 
question of involuntary migration had as- 
sumed major proportions and that the fate 
of these unfortunate people has become a 
problem for intergovernmental delibera- 
tion.” 

It recognized that “the involuntary emi- 
gration of large numbers of people, of dif- 
ferent creeds, economic conditions, pro- 
fessions and trades, from the country or 
countries where they have been established 
is disturbing to the general economy,” and 
“in consequence, countries of refuge and 
settlement are faced with problems, not 
only of an economic and social nature, but 
also of public order.” 

Tt recognized that “it is essential that a 
long-range program should be envisaged, 
whereby assistance to involuntary emi- 
grants, actual and potential, may be co- 
ordinated within the framework of existing 
migration laws and practices of Govern- 
ments,” 

It considered that “if countries of refuge 
are to co-operate in finding an orderly solu- 
tion of the problem before the Committee 
they should have the collaboration of the 
country of origin and are therefore per- 
suaded that it will make its contribution 
by enabling involuntary emigrants to take 
with them their property and possessions 
and emigrate in an orderly manner.” 

It recommended that “the Governments 
participating in the Intergovernmental 
Committee shall continue to furnish the 
Committee, for its strictly confidential in- 
formation, with details regarding such im- 
migrants as each Government may be pre- 
pared to receive under its existing laws and 
practices.” 

It recognized that “in view of the fact 
that the countries of refuge and settlement 
are entitled to take into account the eco- 
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nomic and social adaptability of immi- 
grants, these should in many cases be re- 
quired to accept, at least for a time, 
changed conditions of living in the coun- 
tries of settlement.” 4 


RESOLUTION OF THE INTERGOVERN- 
MENTAL COMMITTEE 


At the close of the Evian Conference 
a resolution was adopted setting forth 
the considered recommendations of the 
Evian Intergovernmental Committee. 
Section F ê of the resolution provided: 


That there should meet at London an 
Intergovernmental Committee consisting of 
such representatives as the Governments 
participating in the Evian Meeting may de- 
sire to designate. This Committee shall 
continue and develop the work of the In- 
tergovernmental Meeting at Evian and 
shall be constituted and shall function in 
the following manner: There shall be a 
Chairman of this Committee and four Vice- 
Chairmen; there shall be a director of au- 
thority, appointed by the Intergovern- 
mental Committee, who shall be guided by 
it in his actions. He shall undertake ne- 
gotiations to improve the present condi- 
tions of exodus and to replace them by 
conditions of orderly emigration. He shall 
approach the Governments of the countries 
of refuge and settlement with a view to 
developing opportunities for permanent 
settlement. The Intergovernmental Com- 
mittee, recognizing the value of the work 
of the existing refugee services of the 
League of Nations and of the studies of 
migration made by the International Labor 
Office, shall co-operate fully with these or- 
ganizations, and the Intergovernmental 
Committee at London shall consider the 
means by which the co-operation of the 
Committee and the Director with these 
organizations shall be established. The In- 
tergovernmental Committee . . . in its con- 
tinued form shall hold a first meeting at 
London on August 3rd, 1938. 


4 Address by Myron C. Taylor, Oct. 3, 1938. 
Department of State release No. 475, Oct. 1, 
1938. 

5 Annex IV, Proceedings, p. 55, paragraph 
(f). 
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Mr. Taylor, after Lord Winterton 
had been elected permanent chairman, 
defined the problem before the Inter- 
governmental Committee meeting in 
London as, briefly, “that of substituting 
an orderly system of departure from 
countries whence there is involuntary 
emigration for the existing disorderly 
exodus of men, women and children who 
have no definite place to go.” ® 

Evian had set the stage for the spe- 
cific negotiations which were to follow; 
the objectives of the London meeting, as 
stated by Mr. Taylor, were 


to set in motion the machinery for negotia- 
tions which we have established, to evalu- 
ate the extent of our problem on the basis 
of information assembled at Evian, and to 
receive from the representatives of each of 
the governments participating here a more 
specific statement of what it is prepared to 
do in eliminating a major factor of unrest 
in international relations.” 


The difficulties of this task cannot be 
overestimated. It was clear from the 
discussions at Evian that insuperable 
political and economic obstacles stood 
in the way of any mass emigration, and 
the situation was further complicated 
by the fact that there seemed to be no 
way of getting Germany to recognize 
the authority of the Intergovernmental 
Committee. This cardinal factor was 
brought out by Mr. Bérenger, the 
French delegate, when he remarked: 


The nations which expel have towards 
the masses expelled more duties than the 
nations which receive them. So long as 
these duties are not recognized, defined, 
and put into practice by an understanding 
between the Governments which expel and 
the Governments which receive, the end 
of this disorder cannot really be expected. 
The Government which expels should leave 


8 British Foreign Office report, Aug. 3, 1938, 
p. 2. Intergovernmental Committee to con- 
tinue and develop the work of the Evian 
Meeting, London, 1938. 

1 Ibid, 
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to the expelled their properties, which are 
up to the present their only means’ of 
livelihood. And the Governments who re- 
ceive should accord to those they receive 
the means of working so that they may 
live in the new careers which may be open 
to them.§ 


Tue RUBLEE PLAN 


As if in response to these rather caus- 
tic remarks, Germany submitted first 
the Schacht plan, providing for an ex- 
tension of German exports to help ex- 
pedite the Jewish emigration, and then 
advanced the memorandum which has 
subsequently become known as the 
Rublee plan. A plan was first advanced 
in a confidential talk which Mr. Rublee 
had with Dr. Schacht and Dr. Wohl- 
that, and Mr. Rublee submitted a 
memorandum based on these discus- 
sions to the Evian Intergovernmental 
Committee meeting in London on Feb- 
ruary 13, 1939. According to a New 
York Times dispatch from London of 
that date, the proposals are as follows: 


The German Government is ready in 
every way to assist the organized emigra- 
tion of Jews in an orderly and systematic 
fashion. It is ready to put the following 
proposals into effect as it is satisfied that 
other countries are willing to receive refu- 
gees in accordance with the program. 


I 


Emigration under the scheme will be 
limited to Jews—the term meaning persons 
with three or four Jewish grandparents or 
those with two Jewish grandparents who 
have become Jewish by religion in recent 
years or those who have married Jews. 

The plan deals with about 150,000 wage 
earners—a term that means all men and 
unmarried women between 15 and 45 who 
are physically and otherwise able to earn a 
living. It also involves about 250,000 de- 
pendents of wage earners, but does not 
take account of about 200,000 old (over 
45) or infirm, Dependents are defined as 


8 Ibid., p. 4, 
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the immediate families, excluding old and 
unfit. 

Wage earners will emigrate first in defi- 
nite annual contingents spread over a 
period of from three to five years. De- 
pendents will begin to emigrate later when 
the wage earners are established in their 
new homes overseas. All existing immigra- 
tion laws of other countries will be re- 
spected. 

A commissioner will be named by the 
German Government to supervise the work 
of the Jewish organizations in controlling 
this emigration with the help of foreign 
experts who are acceptable to the German 
Government. Passports will be provided 
for all emigrating under the scheme and 
the necessary papers will be furnished to 
those who have no citizenship. 

Jews in concentration camps will be re- 
leased when the program of emigration gets 
under way. The German Government will 
grant facilities for the retraining of wage 
eamers awaiting emigration—the retraining 
to be not only for farming but for artisan 
pursuits as well, 


Il 


Germany intends to let elderly Jews live 
quietly and without interference or persecu- 
tion unless something extraordinary occurs 
such as another attempt upon the life of a 
Nazi leader by a Jew. There is no inten- 
tion of segregating or “Ghettoizing” the 
Jews who intend to emigrate or those who 
must be left behind. 

To those fit for work will be given a 
chance of employment within the Reich so 
as to earn a living, but Jews working in the 
same establishments with “Aryans” will be 
separated. It is not made clear how this 
segregation will operate. The intention is 
to reopen Jewish businesses where many of 
the prospective emigrants can obtain work 
and a livelihood. 

Those unable to work will be supported 
partly from Jewish property impounded in 
recent months. Otherwise there will be the 
same public relief as is available to “Ar- 
yans.” Assurance has been given that 
Jews outside of Germany will not be called 
upon to support their co-religionists in the 
Reich. 


THe ANNALS OF THE AMERICAN ACADEMY 


II 


Emigration will be financed by a trust 
fund of at least one-fourth of the existing 
Jewish wealth in Germany. The trust 
property will be held by a corporation ad- 
ministered by three trustees—two German 
and one foreign. This fund will buy equip- 
ment and capital goods for emigrants 
through an outside purchasing agency. 

The goods purchased may contain no 
imported raw material unless the amount 
of imported raw material can be covered 
by foreign exchange. An attempt will be 
made to exempt such goods from the clear- 
ing arrangements now existing between 
Germany and foreign countries. 

The purchasing agency will give assur- 
ances that such goods will not be resold 
except to equip emigrants or settlement 
projects. The prices paid will be the same 
as those prevailing inside Germany. The 
Havaarah method of transfer will be used 
for Palestine. 

The principal of the trust fund will be 
available for transfer if and when there is 
a change in conditions now affecting the 
transfer of funds from Germany. The 
trust fund purchases for emigrants may be 
exported without taxes or other payments. 

Emigrants will be allowed to take with 
thera all personal belongings except jewelry, 
art objects and similar goods acquired for 
emigration purposes. No flight tax or other 
special payment will be imposed upon emi- 
grants leaving under this scheme.® 


Needless to say, the plan involved 
many difficulties, as there was always 
the possibility that it could be revoked 
at any time without notice. Indeed, the 
plan is at present in a state of ‘“tempo- 
rary” discard due to the troubled inter- 
national scene. 

Although the plan has been accepted 
as a basis for further negotiation (the 
task of working out the details for the 
“receiving” countries being left to the 
various nations affiliated with the Inter- 
governmental Committee), its limita- 
tions have been very adequately summed 


9 New York Times, Feb. 15, 1939. 
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up in an account which the Diplo- 
matic Correspondent of the Manchester 
Guardian wrote on February 17, 1939, 
two days after the meeting of the Inter- 
governmental Committee. 


The Committee has had no easy task. 
A refusal of the German proposals would, 
according to the view taken by the Com- 
mittee, have caused the Germans to believe 
that a solution of the Jewish problem is 
impossible by international agreement. The 
consequences would doubtless have been an 
intensified persecution of the Jews in Ger- 
many. 

The chief part of Mr. Rublee’s report to 
the Committee is the confidential memo- 
randum ... which... embodies the Ger- 
man proposals, and is being withheld from 
publication at the desire of the German 
Government.1° This desire is very under- 

` standable, for the German proposals are a 
masterpiece of cynicism. The present Ger- 
man proposals are regarded as an “im- 
provement” on those made by Dr. Schacht 
because the suggestion of an international 
loan in Germany’s favor has been dropped. 
It is difficult to see how the new proposals 
can be regarded as an improvement from 
the Jewish point of view. ; 

Germany is prepared to establish a cen- 
tral board for superintending Jewish emi- 
gration. This board will be competent to 


deal with all measures relating to currency, . 


passports and visas, taxes, and so on. , The 


10 The original Schacht plan, which had 
been openly labeled as blackmail in many 
quarters, had received such adverse criticism 
_as to make the Nazi government demand 
secrecy on this new memorandum.—E. E. 
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whole of Jewish wealth (not merely 25 per 
cent as reported) will be taken over by a 
trust. Of this wealth, the magnitude of 
which is not indicated in the memorandum, 
25 per cent is to be set up for providing 
Jewish emigrants with German industrial 
products—such as agricultural machinery, 
tools, building materials, and hardware. 
What is to be done with the remaining 75 
per cent is not stated. Presumably it will 
fall to the German state, though some of 
it may be used to keep alive the Jews who 
are left behind. In any case, as no figures 
relating to the total sum involved are given, 
the actual amount that will be at the dis- 
posal of the Jews remains unknown. There 
can be no doubt that it will be decided in 
an arbitrary fashion by the German au- 
thorities. Altogether the German proposals 
give international sanction to a far-reach- 
ing, indeed almost complete, spoliation of 
the German Jews, who are to be allowed 
only a fraction of what was once theirs be- 
cause Germany hopes to achieve a slight 
increase of her export trade in return. 

The Committee believed that no further 
“concessions” can be obtained from the 
German Government. No guarantees have 
been given with regard to the treatment of 
the Jews who remain behind except that 
in so far as they are not in concentration 
camps or liable to be sent to concentration 
camps there is to be no interference with 
their freedom to move from place to place. 
Even this promise is conditional, for the 
Germans claim the right to do what they 
please in case of “unexpected events.” No 
assurances have been obtained with regard 
to the treatment of the Jews in concentra- 
tion camps. 
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Private and Governmental Aid of Refugees 


By ERIKA MANN and Eric Esroricx 


LTHOUGH the refugee problem is 
not by any means a new one, it 
has been sharply brought to the atten- 
tion of the world by recent events in 
Europe. Hitherto the persecution of 
racial and religious minorities has been 
surreptitious, and if we exclude the four 
years of the World War, rarely has it 
been a definite, accepted instrument of 
state policy. Even in Czarist Russia, 
where anti-Semitic pogroms were used 
as psychological outlets for a decaying 
social order, they were always fostered 
secretly by the political police, and 
never acknowledged openly as being 
instigated by the government. But the 
fascist theories of “racial superiority,” 
as emphasized in the earlier articles in 
this issue, make minority persecutions 
not only necessary, but inevitable. 
Coupled with the psychological and eco- 
nomic bases of persecution, these the- 
ories have precipitated a problem which 
the world has been forced to recognize 
as a major issue. 


NATIONAL CO-ORDINATING COMMITTEE 


Naturally, the intensification of perse- 
cution has given rise to numerous pri- 
vate agencies designed to aid both vari- 
ous groups among the refugees and the 
refugees as a whole. In October 1934, 
following the Nazi assumption of power 
in Germany, these agencies in the 
United States formed the National Co- 
ordinating Committee for Aid to Refu- 
gees and Emigrants Coming from Ger- 
many. The purpose of this organization 
was to co-ordinate the activities of na- 
tional agencies engaged in service to 
émigrés and refugees, and to act as a 
national clearing agency for all activities 
undertaken on behalf of émigrés coming 
to the United States. In the organiza- 
tion of this Co-ordinating Committee, 


the Honorable James G. McDonald, the 
then High Commissioner for Refugees 
Coming from Germany, Dr. Joseph P. 
Chamberlain, professor of public law at 
Columbia University, and the officials of 
the Joint Distribution Committee, with 
other interested national agencies, were 
especially active. These officers are 
still more active today with the exten- 
sion of their services to Austrian and 
Czechoslovak as well as German ref- 
ugees. 

All national agencies concerned with 
the refugee problem were invited to co- 
operate with the National Co-ordinating 
Committee, and at the present time the 
Committee is composed of the following 
affiliated groups: 


American Committee for Christian German 
Refugees 

American Friends Service Committee 

American Jewish Committee 

American Jewish Congress 

American Jewish Joint Distribution Com- 
mittee 

B’nai B’rith 

Committee for Catholic Refugees from 
German’ 

Council of Jewish Federation and Welfare 
Funds 

Emergency Committee in Aid of Displaced 
Foreign Physicians 

Emergency Committee in Aid of Displaced 
Foreign Scholars 

Federal Council of the Churches of Christ 
in America 

German-Jewish Children’s Aid, Inc. 

Hebrew Sheltering and Immigrant Aid So- 
ciety (Hias) 

Hospites 

Intercollegiate Committee for Refugee Stu- 
dents 

International Migration Service 


1 Miss Cecilia Razofsky, to whom the au- 
thors are gratefully indebted for unlimited in- 
formation, is executive secretary of the or- 
ganization. 
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International Student Service 

Jewish Agricultural Society of America 

Musicians Emergency Fund, Inc. 

National Board, Young Women’s Christian 
Association 

National Council of Jewish Women 

Zionist Organization of America 


In addition to these co-operating or- 
ganizations, there are a number of other 
important associations such as the 
American Association of University 
Women, Women’s International League 
for Peace and Freedom, Jewish War 
Veterans of the United States, and Na- 
tional Federation of Settlements, which 
clear with the National Co-ordinating 
Committee on refugee problems. 


FUNCTIONS OF THE COMMITTEE 


The purpose of the National Co- 
ordinating Committee is to facilitate 
the handling of the refugee problem by 
concentrating the various aspects of re- 
habilitation activity in the hands of an 
integrating authority. Thus, the Na- 
tional Co-ordinating Committee serves 
as the central body in dealing with the 
Federal authorities on all matters per- 
taining to immigration from Germany 
and Austria. It issues leaflets and bul- 
letins on all matters of interest to local 
co-ordinating committees and co-operat- 
ing agencies with reference to émigrés 
and refugees. It conducts extensive cor- 
respondence with thousands of individ- 
uals in communities here and abroad 
where there are no organized agencies, 
advising on matters pertaining to refu- 
gees. It arranges for repatriation, and 
for settlement in other countries of final 
destination, of refugees who arrive in 
the United States in transit to other 
countries and who are stranded because 
of lack of funds or incomplete docu- 
ments. 

One of the most important functions 
of the National Co-ordinating Commit- 
tee is to maintain close and effective re- 
lations with organizations dealing with 
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miscellaneous or specialized groups, such 
as the American Committee for Chris- 
tian German Refugees, the Committee 
for Catholic Refugees from Germany, 
the American Friends Service Commit- 
tee, the Intercollegiate Committee for 
Student Refugees, the Placement Com- 
mittee for German and Austrian Mu- 
sicians, and others. Of the groups men- 
tioned above, the American Friends 
Service Committee, the American Com- 
mittee for Christian German Refugees, 
and the Placement Committee for Ger- 
man and Austrian Musicians have of- 
fices in New York City with the Na- 
tional Co-ordinating Committee. The 
National Co-ordinating Committee has 
organized and continues to organize 
committees on special activities, such as 
the Placement Committee for German 
and Austrian Musicians, the Committee 
on Refugee Jewish Ministers, the Com- 
mittee for Foreign Jewish Social Work- 
ers, and others which are in the course 
of formation. 

Also, to speed and expand the in- 
creasingly necessary work of refugee 
care, the National Co-ordinating Com- 
mittee organizes local co-ordinating com- 
mittees, embracing all local agencies 
dealing with problems of pre-immigra- 
tion, such as advice on affidavits and 
related immigration questions, and of 
post-immigration, including relief, ad- 
justment, employment, social and com- 
munal activities, recreation, and so 
forth, for émigrés. At the present time 
about two hundred co-ordinating com- 
mittees have been organized, many of 
them on a state-wide or regional basis 


- to include representatives of the smaller 


cities where there are no organized 
Jewish communal organizations. 

After these questions have been suc- 
cessfully settled, and the refugee finds 
himself in the Promised Land at last, 
other and equally pressing concerns 
arise. To solve these, the National Co- 
ordinating Committee has set up a Re- 
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settlement Division which undertakes to 
effect a better distribution of émigrés 
throughout the United States. To ac- 
complish this purpose the Resettlement 
Division has undertaken to organize a 
program in New York City to prepare 
émigrés for resettlement. This has been 
done both on an individual case-work 
basis and through a program of frequent 
lectures and publication of pamphlets in 
German and English for wide distribu- 
tion. It has also undertaken to organize 
and stimulate co-ordinating committees 
throughout the country which will as- 
sume responsibility for the absorption 
of refugees referred from New York. 


COVERED BY NATIONAL CO-ORDINATING 
COMMITTEE FUND 


The specific groups closely allied with 
the National Co-ordinating Committee 
to whom funds have been granted to 
cover the cost of the work either in part 
or in whole by the National Co-ordinat- 
ing Committee Fund, Inc., are as fol- 
lows: 

Emergency Committee in Aid of Dis- 
placed Foreign Scholars. This Commit- 
tee deals with a selected group of out- 
standing and pre-eminent scholars, for 
whom arrangements have been made in 
American and other universities through 
appointments to teaching and other 
posts. This Committee is nonsectarian, 
although by far the largest number of 
its beneficiaries are Jews or non-Aryans. 
In the opinion of many, it is believed 
that this Committee has done a great 
deal by way of saving for the world of 
culture the outstanding contribution of 
distinguished savants and intellectuals. 

Emergency Commitiee in Aid of Dis- 
placed Foreign Physicians. This Com- 
mittee deals with a select and small 
number of outstanding scientists for 
whom positions have been found for 
purposes of research and study in the 
field of medicine. It was also conceived 
as a nonsectarian committee. Like all 
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others of the refugee organizations op- 
erating throughout the world, it has 
dealt largely with Jews and non-Aryans. 

German-Jewish Children’s Aid. Close- 
ly affiliated with the National Co-ordi- 
nating Committee and with offices at the 
same address, is the German-Jewish Chil- 
dren’s Aid, Inc. (a project of the Na- 
tional Council of Jewish Women). By 
virtue of a special understanding reached 
with our Government, permission was 
extended to this organization in 1934 to 
bring into the United States children 
from Germany, to be placed with pri- 
vate families until such time as these 
children will become self-supporting. 
At the present time 397 children have 
arrived and are distributed in 79 cities 
in 30 states. The Government has re- 
newed the authority given to that or- 
ganization to bring to the United States 
240 children during the current year. 
This activity has proceeded to the en- 
tire satisfaction of the Federal authori- 
ties and has met a very decided need on 
the part of the welfare organizations in 
Germany, to whom many hundreds of 
parents have made application to have 
their children sent to this country. The 
National Council of Jewish Women has 
made itself financially responsible for 
administrative and other costs connected 
with this service. , 

International Student Service. This 
organization, with headquarters at Gen- 
eva, has an American branch which has 
brought to this country, in co-operation 
with various Jewish student fraternities 
and with material aid from the National 
Council of Jewish Women, a limited 
number of German students, and is 
planning to bring in additional students 
during the coming year. 

National Council of Jewish Women. 
This organization has for the past forty- 
five years been active in assisting 
foreign-born women and girls entering 
the United States in adjusting to the 
American scene. It renders the follow- 
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ing services: (@) meets immigrants at 
piers and renders aid to all incoming 
émigrés and visitors; (b) has repre- 
sentatives at Ellis Island to take care of 
detained, unattached women, girls, and 
children; (c) provides naturalization aid 
and immigration advice to inquirers out- 
side of Greater New York, through its 
250 local branches; (d) refers all new 
arrivals to its local branches and co- 
operating correspondents throughout the 
United States; (e) prepares affidavits 
and other documents for American rela- 
tives and advises with regard to visas; 
(f) handles international cases referred 
from agencies abroad and other agencies 
in this country; (g) locates relatives in 
the United States for people abroad; 
(h) raises funds through its local sec- 
tions for scholarships and for retraining 
projects for émigrés. 


SELF-SUPPORTING AGENCIES 


The agencies listed below and briefly 
described, raise their own funds to sup- 
port their activities: 

The American Committee for Chris- 
tian German Refugees was organized in 
1934. Its function is to assist Protes- 
tant Christians of all denominations who 
are obliged to seek citizenship and liveli- 
hood in other countries. Its activities 
cover work in Europe and South Amer- 
ica, as well as in the United States. In 
the United States the Committee has a 
Personal Service Division, at the same 
address as the National Co-ordinating 
Committee. 

The American Friends Service Com- 
mittee is active both in this country and 
in Europe in serving the refugees. In 

_ co-operation with European Friends and 
the established Friends’ Centers in Paris, 
Geneva, Berlin, and Vienna, it endeavors 
to furnish advice and some personal as- 
sistance to German refugees in Europe 
until they can be taken to the so-called 
“immigration lands.” For a number of 
those who have ultimately come to this 
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country it has been able to give counsel- 
ing service and to open the way for 
hospitality and educational and training 
opportunities, leading toward permanent 
settlement. It is, however, both here 
and abroad, chiefly interested in the de- 
velopment of projects by which the 
problem may be approached on a basis 
other than that of the case-by-case 
method. 

The American Jewish Congress and 
the Women’s Division of the American 
Jewish Congress. The Women’s Di- 
vision has established two shelters for 
German exiles, Aryans as well as Jews, 
at 50 West 68th Street, New York City. 
There are a music room, library, and 
writing room and a tea room at the dis- 
posal of the guests, without any charge, 
all contributions being voluntary. There 
are also living quarters for a number of 
guests permitted to remain until they 
can stand on their own feet and find 
employment. 

The Hebrew Sheltering and Immi- 
grant Aid Society of America is a well- 
established organization in the United 
States which for many years has ren- 
dered aid to all immigrants coming to 
the United States from Europe and has 
co-operated with European organiza- 
tions in removing immigrants to other 
lands. 

Hospites. This is an organization 
composed of social workers designed to 
assist displaced foreign social workers. 

The Jewish Agricultural Society of 
America was founded in 1900 to pro- 
mote the settlement of Jewish families 
on farms. During the past year a num- 
ber of German-Jewish émigrés were 
given advice on farming possibilities, 
some refugee families were established 
on farms, youths were placed in farm 
jobs, and refugee farm families were 
given advice and assistance, by visitors 
from the Society. 

The International Migration Service 
is an international organization with a 
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governing body and directing staff in 
Geneva and branch offices in various 
European countries and in the United 
States, which deals with individual so- 
cial problems requiring co-operative ac- 
tion in more than one country. 

Musicians Emergency Fund, Inc. 
This organization, while formed pri- 
marily to aid American musicians, has 
co-operated by giving advice, by evalu- 
ating the proficiency of musicians com- 
ing from Germany and Austria, and by 
advising about possible positions. 

National Board, Young Women’s 
Christian Association. The National 
Board of the Young Women’s Christian 
Association is concerned by the attack 
which the persecution of the Jewish peo- 
ple makes upon the principles of the 
brotherhood of man, of humanitarian- 
ism, of tolerance, and of democracy. It 
feels compelled to make its protest and 
to use its influence to uphold in Amer- 
ica these principles whenever it sees 
them denied. 

On December 7, 1938, the Board 
authorized the appointment of a Com- 
mittee on Refugees. The Committee 
has accepted as its primary responsibil- 
ity the gathering and circulating of de- 
pendable information to the National 
Board and staff members and to local 
Associations through the Woman’s 
Press, through other publications, and 
by other means. The Committee is 
working on this project in co-operation 
with the agencies represented on the 
National Co-ordinating Committee for 
Aid to Refugees and Emigrants Coming 
from Germany. The Committee on 
Refugees will also work with the Public 
Affairs Committee of the National 
Board on questions involving legislation 
in the field of immigration. 

The President of the National Board 
has suggested to the local Associations 
that they serve as an influence for main- 
taining a spirit of friendliness and tol- 
erance in their own communities toward 
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foreigners and those of all creeds and 
races. It is hoped that Associations will 
work in close co-operation with local 
groups of all religious faiths to provide 
hospitality as needed for refugees irre- 
spective of their religious affiliation, to 
help in the raising of funds as needed 
for the support of agencies dealing with 
refugees, and to make themselves gen- 
erally helpful in such other ways as 
seem wise at the moment. 

Committee for Catholic Refugees 
from Germany gives advice and aid to 
Catholic refugees, and co-operates with 
Jewish and Protestant committees. 

Intercollegiate Committee for Ref- 
ugee Students. The purpose of this 
organization is to raise funds among 
students and faculties to aid in bringing 
student refugees to American colleges. 
The Intercollegiate Conference to Aid 
Student Refugees, which was held at 
International House, New York City, 
during the Christmas vacation, estab- 
lished the Intercollegiate Committee to 
aid student refugees, a nonsectarian or- 
ganization. Its main purpose is to ex- 
tend to all colleges the work which has 
already been done in many colleges to 
assist those young students who are the 
victims of racial and religious persecu- 
tion in fascist countries. The Intercol- 
legiate Committee will also assist the 
colleges by giving them the necessary 
technical information about visas, affi- 
davits, and so forth, and will be able to 
co-ordinate to a certain extent the work 
of all the colleges. It will establish a 
national fund, so that if students at one 
college raise money for the living ex- 
penses of refugee students but are un- 
able to secure tuition scholarships, that 
money may be used in another college 
which does offer a tuition scholarship 
but is unable to raise money for living 
expenses. 

The Intercollegiate Committee is a 
national organization, representing to 
America and to the world the deter- 
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mination of the American students to 
fight religious and racial intolerance, to 
symbolize their faith in democracy, and 
to offer to students of other countries 
not a slow and cruel death, but a new 
life where freedom and tolerance pre- 
vail. 

The American Jewish Joint Distribu- 
tion Committee, while not engaged in 
direct case work, has been the largest 
financial contributor to the National 
Co-ordinating Committee. In addition, 
the J.D.C. has been closely in touch 
with the work and problems of the Na- 
tional Co-ordinating Committee. A 
number of the officers and members of 
the Board of Directors of the J.D.C. 
serve on the National Co-ordinating 
Committee, thus making for an intimate 
interrelationship between the two or- 
ganizations. 

Since the World War the Joint Dis- 
tribution Committee has worked with 
local populations in Eastern and Central 
Europe in establishing and maintaining 
self-activities in all directions, including 
child care, medical-sanitary activities, 
economic aid, vocational retraining and 
cultural-religious work. It has built up 
local and national units of self-help, 
especially in Poland and Rumania, which 
are the backbone of Jewish activity in 
those countries. The J.D.C. has also 
engaged in programs of emergency re- 
lief when these were necessary by rea- 
son of pogroms or other disasters. 

Since the German emergency, in addi- 
tion to continuing its programs of relief 
and rehabilitation in countries in East- 
ern and Central Europe, the J.D.C. has 
granted substantial sums for refugee aid 
in many countries throughout the world 
—both in Europe and in North, South, 
and Central America—working through 
established local refugee aid committees 
or through committees which it helped 
to establish, as well as through emigra- 
tion bureaus and agencies such as the 
Hicem. The refugee aid programs have 
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not only included emigration service 
and the paying of transportation charges 
to many countries of the world (includ- 
ing Palestine), but a major element has 
been the training and retraining of 
young people both in agriculture and in 
manual arts. 

Inside Germany—and more recently, 
Austria—the J.D.C. has expended very 
large sums of emigration aid, for voca- 
tional retraining, for economic assist- 
ance, for education, and for kindred 
services, and for food and clothing, 
especially in Austria. 

In the United States the J.D.C. was 
instrumental in establishing the Na- 
tional Co-ordinating Committee and has 
granted large subventions to that Com- 
mittee, in this way assisting a number 
of the service organizations dealing with 
special phases of refugee requirements 
in the United States. Thus each of the 
beneficiary organizations affiliated with 
the National Co-ordinating Committee 
Fund, Inc., has derived support from 
the J.D.C? 


INDEPENDENT AGENCIES 


The number of voluntary organiza- 
tions functioning outside the orbit of 
the National Co-ordinating Committee 
are few in number, but they neverthe- 
less perform an important function. 

The Humane Refugee Aid Society, 
Inc., secures affidavits for refugees; the 
Emergency Committee in Aid of Politi- 
cal Refugees from Nazism is largely for 
aid to Communists. The Department 
of Christian Social Relations of the Na- 
tional Council aids Christian refugees. 
Self-Help for German Emigrés, Inc., is 
nonpartisan and nondenominational, 

2The American Jewish Committee, the 
American Jewish Congress, the American Jew- 
ish Joint Distribution Committee, the B’nai 
B'rith, the Council of Jewish Federations and 
Welfare Funds, and the Zionist Organization 
of America are active in fields other than func- 


tional social service in connection with the 
refugee problem. 
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concerned with the distressed condition 
of the émigré. It is an organization 
conducted by voluntary help. Money- 
raising is a personal affair—done by all 
friends of the organization. It works in 
close co-operation with all relief agen- 
cies and supplements them in cases 
which cannot be taken care of by any 
of the religious or political welfare 
agencies. 

The American Guild for German Cul- 
tural Freedom aims to make possible 
the continuation in the United States 
of the creative efforts of exiled intellec- 
tuals in the various fields of art and 
science. 

The other organizations are essen- 
tially fund-raisers. Most important is 
the United Jewish Appeal for Refugees 
and Overseas Needs for 1939. This 
fund appeal constitutes a unification of 
the fund-raising campaigns of the Amer- 
ican Jewish Joint Distribution Commit- 
tee, Inc., the United Palestine Appeal, 
and the National Co-ordinating Com- 
mittee Fund, Inc. Agencies supported 
with the funds of the United Jewish 
Appeal will continue, as in the past, to 
render service on a nonsectarian basis. 

Hadassah: Youth Aliyah is concerned 
with taking adolescents between the 
ages of fifteen and seventeen from Cen- 
tral Europe to Palestine. It maintains 
and educates them for two and one-half 
years in thirty-five agricultural co-op- 
eratives and three trade schools. 

The International Relief Association 
raises funds for relief of needy families 
of prisoners in German concentration 
camps. 

Details concerning the refugee status 
of the Spanish, the Chinese, and the 
Czechs are so limited as to be negligible. 
In the United States there is an Ameri- 
can Committee for Relief in Czecho- 
slovakia, headed by Nicholas Murray 
Butler. This organization raises funds 
for relief in Czechoslovakia and the 
money is forwarded to the Red Cross 
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and other local organizations of that 
country. The treatment of the Spanish 
Loyalist émigrés in France is still of a 
helter-skelter nature. Most of the Chi- 
nese work is done by missionary and 
Red Cross organizations, which serve 
not to emigrate the Chinese but to take 
them to a safer section of their nation, 

The principal agency, concerned 
chiefly with the Basques who were dis- 
possessed early in the Spanish civil 
war, has its headquarters in Bordeaux. 
It is the National Catholic Committee 
for Aid to the Basques and the Children 
of Catalonia. It is approved by the 
Pope. Cardinal Verdier and Monsignor 
Feltin are Honorary Presidents; Bishop 
Mathieu of Aire and Dax is President. 

Committees raising funds for the Chi- 
nese victims of the Japanese invasion 
are: United Chinese Relief Association, 
United Council for Civilian Aid to 
China, American Bureau for Medical 
Aid to China, Inc., Church Commit- 
tee for China Relief (Protestant), 
New York Chinese Women’s Patriotic 
League, and American Committee for 
Chinese War Orphans. 


TypicaL Cases HANDLED BY THE NA- 
TIONAL CO-ORDINATING COMMITTEE 


Early in December 1938 a New York 
resident came to our office,” telling us 
that he had five cousins who were on 
the high seas, destined to Santo Do- 
mingo via New York, and that they 
would be in New York City for only a 
few days. He wanted us to take care 
of them while here. When the boat ar- 
rived, there were five additional people 
—a total of ten. When they reached 
Ellis Island they were detained because 
while they were in midstream, Santo 
Domingo had issued a new law requir- 
ing $500 head tax—not returnable— 
over and above all other taxes already 


3 Related by Miss Cecilia Razofsky, execu- 
tive secretary of the National Co-ordinating 
Committee. 
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paid. When we talked to these people 
and asked them how they had managed 
to get as far as the United States, they 
told us that they had had sufficient Ger- 
man marks to prepay steamship and 
railroad transportation, as well as neces- 
sary moneys required by the German 
Government. They had also paid in 
advance, to the Dominican officials in 
Germany, for the head tax and other 
expenses involved in securing a visa. 
In addition, they had their luggage and 
other equipment for opening dental and 
medical offices, sent directly to Santo 
Domingo. Their Santo Domingo visas 
stated that the Santo Domingo officials 
in Germany had received direct permis- 
sion from their government to permit 
their entry into Santo Domingo. 

Our first step was to obtain per- 
mission for these people to leave Ellis 
Island and stay in New York City 
pending negotiations with the Santo Do- 
mingo government. We paid for their 
maintenance in New York City, as their 
funds had been exhausted. We then 
held a conference with the representa- 
tive of the Santo Domingo government 
to see if the passports and visas were 
valid, and found that they were and 
that the Santo Domingo officials had 
received direct permission from their 
government to permit the entry of 
these people. In spite of the valid- 
ity of these passports, the law re- 
cently decreed would permit an ex- 
ception only on an appeal that the 
law had been enacted while the immi- 
grants were in transit. This was done, 
and permission was obtained for the 
families to sail, which they did on Jan- 
uary 26, 1939, our agency paying their 
traveling expenses. 

The following case illustrates some of 
the manipulations necessary to release 
people from Germany, and the use of 
other countries outside of the United 
States for this purpose. 

As employee of a physician, herself 
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an immigrant appealed in behalf of her 
former employer, a very important and 
well-known specialist in the medical 
field. He had just turned 40, and had 
had a very prosperous practice in Ger- 
many. The five years since Hitler came 
into power had been a struggle against 
boycott of Jews, and he had finally had 
to give up his office and apartment. 
Since this physician had no relatives in 
this country who could help him, we 
were finally, after six or seven months 
of correspondence throughout the coun- 
try, able to interest someone to arrange 
for his transportation to Palestine. 

The following case illustrates the 
process by which a sincere friendship 
has been established between immi- 
grants and relatives here. 

A man and woman and their very 
adorable three-year-old child obtained a 
visa on the strength of an affidavit given 
by a relative living in Texas. They 
were quite well-to-do in Germany but 
were unable to take any of their pos- 
sessions with them. The passengers on 
board ship who became interested in 
them insisted upon paying for their 
room and board upon their arrival in 
the city. A day later they came to our 
Committee. They were a little hesitant 
about going to their relative in Texas, 
since she is an old woman and they did 
not wish to impose upon her. Our 
Committee was, however, able to estab- 
lish good relationship with this relative, 
who was glad to have the family with 
her and, if possible, live with her. The 
following letter indicates the interest 
and appreciation of the relative who not 
only paid all the expenses, but even the 
75 cents which was the cost of our wire 
to her. 


Received your wire a few days ago ad- 
vising that the Committee had advanced 
my relatives the sum of $20.00. I had 
just finished talking with members of the 
family and could not conceive that human 
beings should be as grateful for all courte- 
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sies and favors shown. Both they and 
their aunt have requested me to write you 
at once to express their gratitude and ap- 
preciation for all that you and your Com- 
mittee have done to make the arrival of 
this family more pleasant. They have been 
greeted and accepted by reporters from the 
various newspapers, even to the extent of 
having articles inserted in the papers con- 
cerning them. To their great amazement, 
they have already been afforded the oppor- 
tunity to speak over the radio. Am en- 
closing my check for $20.75 to cover the 
amount of your advancement and cost of 
wire and again want to thank you on be- 
half of all concerned for the untiring ef- 
forts extended in their behalf... . 


THE Evian CONFERENCE 


Aside from the work of these private 
agencies, America took the lead in ini- 
tiating some form of governmental ac- 
tion to alleviate the desperate plight of 
the refugees, when President Roosevelt 
formed an Advisory Committee on Po- 
litical Refugees early in 1938. 

The Sub-Committee for the Recep- 
tion of Organizations Concerned with 
the Relief of Political Refugees Coming 
from Germany and Austria met on July 
8, 1938, at Evian-les-Bains, under the 
chairmanship of the Honorable T. W. 
White, D.F.C., V.D., M.P., Minister of 
Trade and Customs of the Federal Gov- 
ernment of Australia. The Sub-Com- 
mittee was composed of the representa- 
tives of the following governments: 
Australia, Belgium, Costa Rica, Cuba, 
France, United Kingdom, Mexico, Nica- 
ragua, Peru, United States of America, 
and Venezuela. The Committee heard 
persons representing the following or- 
ganizations: * 


4The importance of listing these organiza- 
tions is that nowhere else is such a compre- 
hensive list to be obtained; these were taken 
from the Proceedings of the Intergovernmental 
Committee, Verbatim Record of the Plenary 
Meetings of the Committee Resolutions and 
Reports, Annex 1. 
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International Christian Committee for 
Non-Aryans (London) 

Central Bureau for the Settlement of Ger- 
man Jews (London) 

German-Jewish Aid Committee (London) 

Society for the Protection of Science and 
Learning (London) 

The Joint Foreign Committee of the Board 
of Deputies of British Jews and the 
Anglo-Jewish Association (London) 

Agudas Israel World Organization (Lon- 
don) 

Council for German Jewry (London) 

Notgemeinschaft Deutscher Wissenschaft- 
ler im Ausland (London) 

The Society of Friends (German Emer- 
gency Committee) (London) 

New Zionist Organization (London) 

Emigration Advisory Committee (London) 

“Freeland” Association (London) 

League of Nations Union (London) 

Jewish Agency for Palestine (London) 

Royal Institute of International Affairs 
(London) 

Jewish Colonization Association (Paris) 

Comité d’assistance aux refugiés (Paris) 

Fédération internationale des émigrés 
d’Allemagne (Paris) : 

American Joint Distribution Committee 
(Paris) 

Hicem (Association des Emigrés Hias Ica) 
(Paris) 

Bureau international pour le respect du 
droit d’asile et Paide aux refugiés poli- 
tiques (Paris) 

World Jewish Congress (Paris) 

Alliance israélite universelle (Paris) 

Internationale ouvrière et socialiste (Paris- 
Brussels) 

“Ort” (Paris) 

Centre de recherches de solutions au pro- 
bléme juif (Paris) 

Comité pour la défense des droits des Is- 
raélites en Europe centrale et orientale 
(Paris) 

Union des Sociétés “Ose” (Paris) 

Fédération des émigrés d’Autriche (Paris) 

Société d’émigration et de colonisation 
juive “Emcol” (Paris) 

Comité aide et d’assistance aux victimes 
de V’anti-semitisme en Allemagne (Brus- 
sels} 

Comite voor Bijzondere Joodsche Belangen 
(Amsterdam) 


PRIVATE AND GOVERNMENTAL AID OF REFUGEES 


Centre suisse pour laide aux refugiés 
(Basel) 

Comité central tchécoslovaque pour les 
refugiés provenant d’Allemagne (Prague) 

International Migration Service (Geneva) 

International Student Service (Geneva) 

Comité international pour le placement des 
intellectuels refugiés (Geneva) 

Comité pour le developpement de Ja grande 
colonisation juive (Zurich) 

Also American, English, Belgian, French, 
Dutch, and Swiss Catholic committees 
for aid to immigrants 


The Evian conference was called at 
President Roosevelt’s request, and a 
response was immediately elicited from 
other governments; but the net result 
of the Evian conference in actual ac- 
complishment seems to have been very 
small. The representatives of refugee 
organizations who addressed the sub- 
committee of the conference were di- 
vided into four main schools of thought: 
(1) those who advocated the encourage- 
ment of Jewish immigration to” Pales- 
tine; (2) those who held the view that 
assistance to refugees would enable 
them to be assimilated into the new 
national environment; (3) those who 
wished the Jews to be given an area not 
inhabited by any other population; and 
(4) those who insisted that the Jews 
should be guaranteed protection in their 
present country of residence. 

Not all these views, of course, are of 
equal importance; some, like the third, 
are obviously impractical under present 
circumstances. However, the open in- 
transigence of the participating govern- 
ments served to check whatever con- 
crete action might have been taken on 
the other proposals. Lord Winterton, 
the British delegate, flatly stated that 
Palestine could not be considered as a 
refugee haven in view of the present 
political circumstances. Proposal num- 
ber two can be effective only after emi- 
gration; and since no country desired 
emigration en masse, this proposal was 
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well-meaning but unfortunately irrele- 
vant. As for proposal number four, 
this depended upon the condition of 
civil liberties within each individual 
country. Where civil liberties have al- 
ways been upheld, as in America, there 
is no question as to the protection of the 
Jews; but the fluctuating political cli- 
mate of the South American countries, 
for instance, left this a moot point. 

In summation, the outstanding result 
of the Evian conference seemed to be a 
general agreement on the part of all 
concerned that something should be 
done; but since no official (with, it 
should be noted, the honorable excep- 
tion of President Roosevelt, who at least 
called such a conference) was willing to 
assume the burden of action, nothing 
was done. 

All this time the position of the Ger- 
man refugee was growing more and 
more desperate; but it would appear 
that as his condition grew worse, and 
his slim finances were all confiscated, 
the chances of his successful emigration 
grew smaller and smaller. Those na- 
tions whose representatives had spoken 
so hopefully at Evian proceeded to 
place stringent barriers (whose require- 
ments changed from period to period 
to parallel the changes in the political 
situation) in the path of the prospective 
emigrant. 

Following are the regulations for ad- 
mission to the various countries: 


SoutH AMERICAN COUNTRIES 


Argentina. Close relatives only may 
arrange for immigration. They must 
have sufficient means to support the 
alien. It is very difficult to secure ad- 
mission. 

Bolivia. Admission into Bolivia must 
be made by application to the Bolivian 
Consulate abroad. However, the con- 
suls then send the applications to the 
La Paz government and they must be 
approved by the Central Government. 
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The amount of money required as 
“show money” for admission into Bo- 
livia varies. The usual amount is be- 
tween $250 and $500. It is treated on 
an individual basis. Bolivia is mainly 
interested in arranging for admission of 
agriculturists. 

Brazil. Immigration is virtually 
closed; close relatives may be able to 
‘apply on an individual basis. 

Colombia. Few visas, if any, are be- 
ing granted, except in special cases. 
The usual amount of landing money to 
be deposited with the government for 
two years is approximately $290. How- 
ever, in the case of Polish, Rumanian, 
and Czechoslovak Jews, the amount is 
substantially raised and will be retained 
for about five years. 

Ecuador. Immigrants are being ad- 
mitted. They must have $400 with 
them as evidence of ability to maintain 
themselves, and $100 a person as land- 
ing money. Immigrants must have a 
passport, a police certificate, and evi- 
dence of vaccination. All their papers 
must be in order when they apply for a 
visa, including evidence of the deposit 
of landing and maintenance money. 
The $100 landing money will be re- 
funded upon arrival. 

Paraguay. Farmers only are ad- 
mitted. They must show that they have 
at least $250 in United States money. 
It must be clearly established that these 
persons are bona fide farmers. 

Uruguay. Immigration is virtually 
closed. New regulations are expected. 
The situation at present appears dis- 
couraging. 

Venezuela. Applications must be 
made to the Central Government at 
Caracas. Up to date, Jews as such are 
not wanted and permission is not 
granted,® 


5 These restrictive regulations specifically re- 
flect the governmental attitude described in 
the article by Samuel Guy Inman in this is- 
sue.—Epitor’s NOTE. 
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CARIBBEAN COUNTRIES 


Barbados (English possession). Im- 
migrants are unwelcome unless they will 
assist in the economic development of 
the colony. Permission to land cannot 
be granted prior to arrival and will de- 
pend on the following main conditions: 
(a) valid passports; (b) unrelinquished 
domicile—the ability to re-enter coun- 
try of origin or some other country, 
should this be necessary later; and (c) 
proof that the immigrant will not be- 
come a public charge. In view of the 
fact that few refugees from Central 
Europe can show passports with unre- 
linquished domicile, it is evident that ad- 
mission to Barbados is virtually closed. 

Cuba. A $500 bond plus a guarantee 
of maintenance for at least six months 
on the basis of approximately $50 a 
month is required. However, while this 
is a technical requirement, there is some 
difficulty in securing permission to en- 
ter. Permission must be arranged for 
on an individual basis, therefore it can- 
not be obtained by an intermediary 
agency for persons who are still abroad. 

Dominican Republic. Immigration 
visas are easily obtained provided the 
prospective immigrants are willing to 
give nonreturnable head tax amounting 
to $500 per person to the Santo Do- 
mingo government. 

Trinidad. For the time being, Trini- 
dad prohibits all immigration from parts 
of Europe south of Belgium or east of 
France. A board will be set up later to 
consider applications. 

Jamaica (English possession). . Ja- 
maica is closed to refugees from Central 
Europe. 

Windward Islands (English posses- 
sion). St. Lucia, Granada, and St. Vin- | 
cent are opening admission to refugees 
on regulations yet to be issued. It is 
hoped that permission may be granted 
on the same terms as admission to Eng- 
land. 


f PRIVATE AND GOVERNMENTAL AID OF REFUGEES 


NORTH AMERICA 


Mexico. Mexico admits Jewish refu- 
gees only if they comply with very 
stringent requirements which practically 
exclude them. On the other hand, if 
Mexico’s requirements for the entrance 
of German refugees are stringent, she 
has been magnanimous in admitting 
Loyalists who are now refugees from 
Fascist Spain. 

The United States. The United 
States permits the entry of refugees un- 
der the quota system as long as certain 
necessary financial guarantees can be 
obtained, either from the refugee or by 
the affidavit of an American citizen who 
assumes responsibility.® 

Canada. All schemes for mass emi- 
gration to Canada must first go before 
the Dominion Government for consid- 
eration. 


EASTERN HEMISPHERE 


Belgium. Four hundred people a 
week are being pushed over the border 
by the Nazi S.S. police, and Belgium, 
therefore, takes the quota by absorbing 
these refugees forced over her border. 

‘England. At present it is still pos- 
sible to have refugees admitted into 
England. Arrangements have been 
worked out with the German-Jewish Aid 
Committee in England whereby on de- 
posit of sufficient funds for the refugees’ 
maintenance, the Committee is able to 
guarantee that permission will be 
granted in specific cases. For a single 
individual, the requirements are £150— 
approximately $750—for his first year 
of residence in England, £200 for his 
second year, and £300 for his third year. 
For a married couple, £250 is required 
for the first year, £350 for the second 
year, and £500 for the third year. An 
additional £50 per year each is required 
for the first and the second child, and 


8 See article by Read Lewis and Marian 
Schibsby in this volume.—Eprror’s Norte. 
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£25 a year for each additional child. 
Guarantees are required that the refu- 
gees will not become public charges. 

France. Permanent immigration to 
France is virtually impossible. Permis- 
sion to enter on a tourist basis is some- 
times possible, but only where there are 
citizen relatives residing in France.’ 

The Netherlands. The Netherlands 
is saturated. Permission to enter on a 
tourist basis is sometimes possible, but 
only where there are citizen relatives’ 
living in the Netherlands. 

Sweden. There is a provision being 
arranged for persons to stay tempo- 
rarily in Sweden on a tourist basis 
through various travel agencies. Provi- 
sion may be made provided persons are 
to immigrate to the United States in 
1939 and provided full food and lodg- 
ing is paid for at a certain Swedish 
hotel. The minimum expenses for the 
first six months’ stay is about $400. 

Australia. Australia has set up an 
elaborate machinery whereby 15,000 
refugees may be admitted during the 
three coming years.® 

Kenya Colony (Africa). A permit to 


7 The recent exodus of Loyalist refugees has 
placed a heavy burden on the French Repub- 
lic. However, instead of attempting to bring 
the scope of this new problem into the work 
of the Intergovernmental Committee or other 
existing agencies, the bureaucratic Daladier- 
Bonnet regime has been making things so 
harsh for the refugees as to make Fascist 
Spain a heaven by comparison. The camps 
at Argeles (where the International Brigade 
volunteers are being held) and St. Cyprien, 
both near Perpignan, are, according to John 
Stevens writing in The New Republic, 
“largely guarded by Sengalese troops who are 
told to ‘treat ’em rough,’ and’ do.” Guards 
stole the possessions of the Loyalists, sanitary 
conditions are pronounced by their absence, 
and Franco agents are permitted to harangue 
the prisoners. The wounded, men, women, 
and children die of exposure, undernourish- 
ment, and sickness. These, the French Gov- 
ernment uses as propaganda to have the other 
refugees return to Spain. 

8 See article by C. Hartley Grattan in this 
yvolume.—Eniror’s Nore. 
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enter Kenya must be obtained from the 
Principal Immigration Officer, Nairobi, 
Kenya Colony. Before issuing the per- 
mit the immigration authorities require 
that, in addition to depositing the sum 
of £50 sterling per head on arrival, each 
immigrant must give (a) evidence of 
the possession of adequate private 
means in Kenya, or (b) a bond in £250 
per person for a period of three years, 
the bondsman being a resident in the 
Colony and acceptable to the immigra- 
tion authorities. With regard to (a) 
it is understood that anybody possess- 
ing £1,000 or £1,200 or more personal 
capital would not be required to pro- 
duce a bond. Each case, however, is 
considered in the light of its own cir- 
cumstances. If going out to definite 
employment, a contract of service is 
required to be produced. All immi- 
grants must be in possession of a full 
National Passport carrying a “return” 
visa or a visa from another country. 
Immigration is absolutely prohibited 
unless the immigration authorities are 
satisfied that the intending immigrant 
is of good physical and mental health 
and good moral character, and has a 
valid passport and visible means of sup- 
port. Unemployment exists in Kenya 
and opportunities, especially for small 
business and professions, are rare. 
There is an opportunity, however, for 
farmers, and approximately £2,000 to 
£2,500 is necessary to start farming in 
Kenya. 

Palestine. The Jewish Agency for 
Palestine reports that there is room for 
100,000 refugees in Palestine for the 
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immediate present; 6,000 Palestinian 


families have registered as being ready 
to adopt German refugee children. Po- 
litical conditions here impede settle- 
ment of further Jews.° 


WARNING TO DEMOCRACIES 


To one schooled in the American phi- 
losophy of the progress of civilization, 
the whole refugee situation seems fan- 
tastic—seems, indeed, an atavistic recru- 
descence from out of the barbaric past. 
Yet it may serve as a valuable object 
lesson to those countries where racial 
and religious freedom is still the rule 
and not the exception. 

Too often there has been the tend- 
ency to regard civil liberties as inalien- 
able factors inherent in the automatic 
progress of man as he masters external 
nature and hence becomes a more ra- 
tional creature. But the mechanical 
implication of this conception is seen 
to be invalid: fundamental human 
rights are not detached from economic, 
political, and sociological facts; indeed, 
the course of these facts is not so stead- 
ily upward as once was assumed. As a 
consequence, the countries which still 
have a margin of democracy left must 
realize that they can maintain it only 
by a realistic attempt, based on a sci- 
entific analysis, to solve their problems. 
Unless they can do so, the retreat to ir- 
rationality—and intolerance already of- 
ficially manifest in the totalitarian states 
—will result in their complete sub- 
mergence. 


9 See article by David H. Popper in this 
volume.—Epiror’s NOTE. 
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Adjustment of the Professional Refugee 


By Marie GINSBERG 


F THE problem of adjusting any 

refugee to his new conditions is a 
difficult and arduous task, this is par- 
ticularly true when one considers the 
refugee belonging to the professional 
classes. In fact, there is general un- 
employment in these careers all over the 
world, and many of the present-day so- 
cial and political problems originate 
from this source. 

To these general conditions, which 
apply to any “national” unemployed, 
there is added the hardship which any 
expatriated person necessarily has to 
endure. 

The unfortunate refugees are some- 
times charged with all the faults of cre- 
ation. Nobody would maintain that 
they are all perfect, by any means; but 
it would at least be charitable to regard 
them with more human insight. The 
fact of being a refugee does not make 
an exception of a person. One is just 
a member of a group, and as in all other 
groups, there are good and bad ele- 
ments. Add to this that adversity does 
not necessarily sweeten the character, 
and we are confronted with a very 
bristly problem indeed. 

The writer was living in Geneva dur- 
ing the World War and had her first 
experience with refugees when the Bel- 
gians drifted to Switzerland during the 
German occupation. To the best of her 
memory, every one of the failings with 
which the Germans are now reproached 
were addressed in their time to the 
Belgian refugees who sought refuge in 
neutral Switzerland! 


ATTITUDES OF GERMAN REFUGEES 


As this article deals mainly with ref- 
ugees coming from Germany, a short 
psychological outline of their chief char- 
acteristics may be helpful for mutual 


understanding between immigrant and 
country of immigration. 

Many of the German refugees, who 
enjoyed the status of successful and 
respected professional men in their own 
country, have such a deep attachment 
for their country of origin, in which 
their ancestors have lived for many 
generations, that they could not easily 
bring themselves to leave. Many 
thought that the Nazi regime was but 
a passing phenomenon and, though pro- 
hibited from practicing their profes- 
sions, still did not see that they ought 
to leave the country, but tried to make 
a living in trade or existed on their 
savings, hoping that a change of gov- 
ernment would reinstate them in their 
former positions. Even those who did 
detach themselves from Germany clung 
to Europe, because they wanted to be 
ready to return as soon as circumstances 
permitted. Therefore they did not do 
the one thing which would have been 
the rational thing to do, that is, emi- 
grate at once to some overseas country, 
where they could have set about looking 
for work, if not in their own field at 
least in some related branch. 

In addition, the professional classes 
in Germany were used to a very high 
standard of living, perhaps more so than 
in other countries. To put it in a very 
human way, what the German refugee 
regards as a hardship might not be re- 
garded as such by another nationality. 
A Frenchman, for instance, would put 
more emphasis on the food question, 
whereas the Germans, with their high 
standard of modern technical comforts, 
experience it as a hardship to be de- 
prived of the conveniences of civiliza- 
tion. More than one German refugee 
spends next to nothing on food, in order 
to afford the use of a bathroom! 
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DEFINITION OF “PROFESSIONAL” 


Before analyzing the problem as it 
stands at present, it seems necessary to 
define clearly what the term “profes- 
sional” means. To accept a theoretical 
definition limiting this category of ref- 
ugees to members of the liberal and sci- 
entific professions would be found too 
restrictive in application. Practical ex- 
perience, spread over a number of years, 
has shown that the very broadest basis 
must be adopted—one, in fact, which 
will include in this class all those intel- 
lectual and skilled workers who are not 

‘engaged in manual or agricultural work. 
They may be designated very aptly by 
the term “white collar men.” 

It is obvious that such a wide appli- 
cation of the intellectual and profes- 
sional class is too heterogeneous to be 
dealt with as a single group. There- 
fore, from the outset of the problem 
three main divisions were made: the 
scholars, the students, and the profes- 
sional people. As this article deals 
chiefly with the so-called “professional” 
group, it may not be out of place to say 
a word about the two other sections of 
the intellectual class that are eliminated 
from the discussion. 


SCHOLARS AND STUDENTS 


The scholars and the purely scientific 
people were the first to fix the atten- 
tion of world public opinion. In the 
first place, it was recognized that high 
scientific achievement is a rare thing 
and that great learning must not be 
allowed to go to waste or sink into ob- 
livion. Learning is not the privilege of 
a single nation, and it seemed that our 
modern civilization had accepted the 
axiom that science is international. In 
the second place, German science en- 
joyed a world-wide reputation, and in 
addition to wanting to do justice to the 
persecuted scholars, foreign countries 
saw here an opportunity to secure very 
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outstanding people for their own uni- 
versities, and therefore there was no 
difficulty whatever in finding work for 
a number of them. 

Most learned institutions, however, 
have a definite and limited budget. It 
was therefore a question of providing 
these institutions with funds in order 
to offer these scholars positions. Com- 
mittees were at once founded the aim 
of which was to save learning for civ- 
ilization. The chief committees set up 
for this purpose are: The Academic 
Assistance Council in England (now 
known as the Society for the Protec- 
tion of Science and Learning), various 
national committees, such as the Comité 
des Savants in France, and the Commit- 
tee for Displaced German Scholars in 
America. They try to provide funds 
for those universities and colleges which 
are willing to take refugee scholars on 
their staffs. It is hoped that if the ex- 
periment proves successful the universi- 
ties in question will in time place on 
their regular staffs those members whom 
they can appoint in the beginning only 
on a scholarship basis. 

In addition, German scholars formed 
their own organization, called the Not- 
gemeinschaft Deutscher Wissenschaftler 
im Ausland, its aim being to keep a 
lookout for university and scientific ap- 
pointments for its members. 

Of course, wherever a vacancy oc- 
curs in a university, or when a new uni- 
versity is founded, these committees try 
to induce the governors of the institu- 
tion to seize the opportunity to take 
these refugee scholars. Thus, when the 
new university in Istanbul was founded, 
no fewer than forty refugee scholars 
were able to secure appointments. 

The students’ problem was handled 
by the International Student Service 
(I.S.S.), a body which was set up after 
the war to help necessitous students in 
those European countries where eco- 
nomic conditions became very bad fol- 
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lowing the World War. When Nazi 
Germany, created the refugee problem, 
the I.S.S. formed a special section for 
refugee students, which functioned from 
1933 to about 1936. Its aim being to 
aid only those students who had already 
commenced their studies and found 
themselves unable to continue without 
assistance, its function was of course 
only temporary and automatically came 
to an end when that generation of stu- 
dents had finished their studies, that is 
to say, after a period of three to four 
years. But the student problem again 
became a live issue in 1938, by the Ger- 
man occupation of Austria and the re- 
strictive policy of Italy, and this sec- 
tion of the I.S.S. has been reopened to 
meet the new needs. 


Tur PROFESSIONAL CLASSES 


We now come to the professional 
classes proper. One of the features 
which distinguish the German problem 
from other refugee problems is that the 
refugees belong to a very large extent 
to the professional classes. Indeed, ow- 
ing to the overcrowding in these profes- 
sions, it would not be an exaggeration to 
say that one of the reasons for expelling 
this class is to enable the members of 
the Nazi party to step into the vacant 
positions. Since the Jews are by far 
the largest group to suffer from the new 
prohibitive regulations, a word of ex- 
planation may not be superfluous. 

One of the reasons why Jews are so 
frequently found in the liberal profes- 
sions is that in prewar Germany the 
Gentiles did not largely seek those pro- 
fessions. They sought careers rather in 
the army, the magistrature, and the 
scholastic world. Hence the great num- 
ber of Jewish intellectuals who prac- 
ticed medicine and the law. From the 
social point of view it was a much more 
restricted field, but it was the only one 
that was open to them. After the war, 
however, there was a complete change 
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of attitude, and in the Germany of the 
Weimar Constitution many more Gen- 
tiles turned for careers to the hitherto 
despised liberal professions, which now 
suffered from overcrowding. Further- 
more, the standing army was greatly re- 
duced by the Versailles Treaty, and ex- 
servicemen also swelled the ranks of 
candidates for the professional classes. 

Although the scope of this article 
does not allow a detailed comment on 
all the professional groups, it seems in- 
teresting to describe the chief difficulties 
of the main categories: 

Doctors——In regard to the medical 
profession, an additional hardship for 
the German doctors arises from the fact 
that after the Russian revolution many 
White Russian doctors were granted 
permission to practice in foreign coun- 
tries. This was possible because their 
problem had come at a time when the 
world was not suffering from over- 
crowding in the professions, and they 
enjoyed certain facilities. Therefore, 
when this second postwar emigration 
came, it met with immediate and deter- 
mined resistance from the medical fra- 
ternity everywhere, not excluding those 
White Russian doctors who had bene- 
fited from a former tolerance. The re- 
sulting prohibitions made it virtually 
impossible for the German medical men 
to find work. 

Lawyers,—As to the lawyers, the pos- 
sibility of their continuing as jurists in 
foreign countries is practically excluded. 
Except for a small proportion who spe- 
cialize in comparative and international 
law, the lawyers are for the most part 
very limited even in their practice of 
German law. The custom has been to 
practice a high degree of specialization; 
thus, one will confine himself to matters 
of taxation, another to problems of ten- 
ancy, another to insurance, and so forth. 
H they have been doing this for a great 
number of years, they are obviously un- 
fitted for an entire reorganization of 
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their knowledge in a foreign Jaw system. 
So, on the whole, only a very few, and 
those among the younger men, are able 
to qualify for legal practice in a new 
country. Of course, commerce and in- 
dustry can absorb a certain number of 
these former lawyers. 

Artists—The problem of writers, 
journalists, artists, and musicians, be- 
cause of the overcrowding in these pro- 
fessions in all the countries of the 
world, is a particularly severe one. Ex- 
ceptions have been made in the case of 
the musicians, because, as in the case 
of the scholars, their excellence is so 
well established that quite a number 
have been able to secure positions in 
foreign countries. The language of mu- 
sic is universal, but the writers are not 
so fortunate. A German author cannot 
suddenly change his medium and write 
in a foreign language. In the case of 
an outstanding writer, all that.can be 
done is to provide him with a subsist- 
ence allowance so that he can continue 
to write new books, until such time as 
he can draw an income from them. But 
the outlook is not very promising, as the 
market for German books which cannot 
be sold in the great German-speaking 
areas—-Germany, Austria, and Czecho- 
slovakia—is necessarily very restricted. 
However, several new publishing houses 
have been created outside Germany, 
notably in Switzerland and the Nether- 
lands, which print the works of emi- 
grant writers. In the case of a mediocre 
writer, the best solution is to enable him 
to earn his living in some other way. 
As to journalists, their outlook is much 
the same as that of the writers, by rea- 
son of the narrowing down of the Ger- 
man-reading public. 

Civil servants-—Apart from the dis- 
placement of the strictly professional 
people, there has been also a tremen- 
dous displacement of the civil servants 
in Germany; for, obviously, every polit- 
ical upheaval generally carries with it 
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a complete change in the civil servants 
of the country. But whereas in the case 
of the liberal professions the main rea- 
son for ejection was Jewish descent, the 
civil servants were dismissed for politi- 
cal reasons. A few of these civil serv- 
ants whose reputation in administrative 
matters was very high have been at- 
tached as experts by the governments 
of foreign countries, e.g., Latin America. 

Austrian professionals—The Aus- 
trian professional refugees differ from 
the Germans in that they are more often 
connected with the lighter industries, 
such as the Viennese artistic leather- 
work, women’s clothing, confectionery, 
and so forth. These are industries 
which are easily transferable. Here a 
solution can be found by transferring an 
entire industry to a country or a region 
where it does not exist. In some cases 
a refugee specialist has been admitted 
to a country on condition of taking the 
unskilled workers required for setting 
up an industry from among the nation- 
als of that country. In England, for 
instance, such industries could be 
started in the distressed areas, so that 
the entry of refugees, instead of cre- 
ating unemployment, which is the cur- 
rent opinion (an entirely fallacious one, 
by the way), would help to solve the 
unemployment problem of that country. 

Broadly speaking, the Austrians have 
to do more with the production of artis- 
tic, individual, and fashionable goods— 
ladies’ handbags, gloves, clothing, and 
similar articles; whereas when we think 
of German industries, we have in mind 
rather the technical and chemical 
branches. To transfer the latter in- 
dustries would be a very expensive and 
complicated process, whereas the Aus- 
trian industries can be transferred and 
set up without too great cost. 


THE INTERNATIONAL COMMITTEE 


With the coming into power of the 
Nazi regime large numbers of profes- 
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sionals had to seek refuge abroad, and 
they constituted a very pressing prob- 
lem. 

The various national refugee organ- 
izations tried to cope with this particu- 
larly difficult class of refugees, some of 
them even constituting special subcom- 
mittees—e.g., England. But in order to 
co-ordinate this work a central commit- 
tee seemed necessary, and therefore a 
number of farsighted men and women 
created, in May 1933, the International 
Committee to Secure Employment for 
Refugee Professional Workers, with 
headquarters in Geneva. In 1934 this 
committee was intrusted by Mr. James 
G. McDonald, the first High Commis- 
sioner for German Refugees appointed 
by the League of Nations, with the com- 
pilation of a Central File, in which were 
classified all the refugees coming within 
this category, according to their profes- 
sions. The present article is based on 
the experience of the writer in daily 
contact with the work of this organiza- 
tion. 


CLASSIFICATION OF PROFESSIONALS 


The bulk of the refugees of the pro- 
fessional classes may be divided into 
four categories: 

1. Those who can continue the work 
for which they have qualified without 
undergoing any supplementary training 
or changing their occupation; e.g., 
chemists, engineers, architects. 

2. Those who can continue to fol- 
low their own profession in a foreign 
country on condition that they re-do 
their examinations and obtain the di- 
ploma of the new country; e.g., doctors, 
dentists. 

3. Those who, although not able to 
practice their own professions in the 
country of immigration, can take up 
some related work; e.g., doctors who 
can take up medical massage, women 
doctors who can practice midwifery. 

4. Those who cannot continue their 
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present professions at all, and have to 
undertake quite a different type of work 
for which they must have a complete 
retraining. 

With regard to the first category, this 
applies in particular to technicians and 
experts of all kinds, especially to those 
refugees whose work has been of such 
a highly specialized nature that their 
services would be welcomed in any 
country. In such cases there is no great 
difficulty in securing appointments. 

It may be mentioned in passing that 
with regard to the specialists, the Ger- 
man Government soon realized that 
they were often sought out and offered 
appointments by their rivals in foreign 
countries; for instance, specialists in 
the dye industry and the Zeiss optical 
industry. Thereafter, if the man was 
still in the country he had to obtain 
permission from a German governmen- 
tal department before accepting an ap- 
pointment abroad. 

The second group comprises those 
people who are allowed to compete with 
the members of the same profession in 
the new country after having passed 
new examination according to the na- 
tional laws, This is generally a lengthy 
proceeding, covering a period of years, 
and still more difficult because of the 
foreign language. Some countries that 
do not ordinarily admit foreign practi- 
tioners have made an exception on hu- 
manitarian grounds for a limited num- 
ber of refugees. This happened, for 
instance, in England, where a certain 
number of German physicians were ad- 
mitted to take examination with per- 
mission to practice in some parts of the 
British Empire. 

Group three is the category where the 
greatest effort was and is being made in 
providing training courses in related 
subjects. The aim of this training is 
twofold. First, an effort is made to 
give the training in a subject which 
formed part of the general curriculum 
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of the professional man, and therefore 

offers the greatest chances of a success- 

ful activity. Second, the goal is to se- 

cure a diploma which entitles the person 

to work in the country where he is pro- 

posing to settle. In addition, a lan- 
, guage course is usually necessary. 

Group four is composed of those who 
have to abandon their profession alto- 
gether and look for a new field in which 
to earn a living. Unfortunately, the 
one sphere in most overseas countries 
where there are opportunities of immi- 
gration is agriculture; but from a prac- 
tical point of view, to make a success 
of this career the candidate must enter 
it at the latest before the age of 30. 
Experience has shown that of the many 
older professionals who have tried to 
find an outlet in agriculture, a very 
small number have been really success- 
ful. 

Another open field is housework, 
which of course in most cases is ac- 
cessible only to women, although many 
married couples are finding a solution 
to their problem by entering domestic 
positions together. It may be noted 
that as regards women, there are nu- 
merous possibilities in hospital nursing 
and infant nursing. For instance, prac- 
tically any girl between the ages of 18 
and 25 who is fitted to go into the nurs- 
ing career will be accepted in England, 
and her future is assured. 


CONCLUSIONS 


As has already been mentioned, until 
a very short time ago the majority of 
the German émigrés considered the 
whole question as of a temporary char- 
acter and therefore did not make the 
effort of adaptation to their new sur- 
roundings that the situation demanded. 
In proof that the German refugees did 
not envisage such complete severance 
from their former life, one may mention 
that in the first period of the Nazi 
regime, that is to say up to the Austrian 
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Anschluss, the German annual quota for 


the United States of America was far 
from being filled. Only about 10,000 
of the 25,000 Germans allowed under 
the quota availed themselves of the op- 
portunity of migration to the United 
States. Today, of course, the situation 
has completely changed, and since the 
terrible pogroms at the end of 1938 ev- 
ery Jew, at any rate, would be only too 
glad to leave the country. 

In fact, there is only one constructive 
solution for the refugees, and that is im- 
migration to those countries which are 
willing to assimilate them in due time 
and in which immigration is synony- 
mous with permission to work. This 
applies only to a very limited extent to 
European countries, and in fact means 
overseas countries only. 

Having arrived at this conclusion, the 
possible methods of emigration of pro- 
fessionals are narrowed down as follows: 

1. The first is to find a definite job; 
that is to say, for the refugee to find 
work by exactly the same methods as 
if he were not a refugee. Here private 
organizations can help by arranging a 
clearing of opportunities on the one 
hand and qualified candidates on the 
other. In most cases the refugee must 
make up his mind to accept less favor- 
able conditions than he would in the 
normal way. 

2. The second method is to emigrate 
individually to an overseas country. 
This is commonly called “immigration 
by infiltration.” The private organiza- 
tions can do useful work here by finding 
out the conditions in which the refugee 
would have most chance of adapting 
himself successfully, and by providing 
training and retraining possibilities. 

3. The third method is group migra- 
tion. It must be said that the countries 
of immigration have in the past not fa- 
vored this type of migration. Until 
1938 it was hoped that the so-called 
“infiltration” would meet the problem 
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if applied to a sufficient number of coun- 
tries and extended over a long enough 
period. But since the Anschluss and 
the November pogroms, events have 
moved so rapidly that ways and means 
must be found to organize group migra- 
tion on a big scale. This is, of course, 
possible only through concerted inter- 
governmental action which is intrusted 
to the League of Nations High Commis- 
sioner for Refugees and the Director 
of the Intergovernmental Conference. 
These two bodies, which have just been 
put under the leadership of Sir Herbert 
Emerson, are investigating all the possi- 
bilities both in the British Empire and 
in Latin America, and there is hope for 
the settlement of a really large number 
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of refugees during the next years. Any 
such group settlement on a large scale 
will of course comprise a proportional 
number of professionals who will be 
able to continue their former activity, 
while the others will have to readjust 
themselves in other lines. 

One thing is certain, that when these 
now unfortunate people are once again 
living in normal human conditions, 
when the word “refugee” is no longer a 
stigma but a title of honor, the coun- 
tries which have accepted them will be- 
come more flourishing and prosperous, 
as was the case some three hundred 
years ago with other émigrés, the Hu- 
guenots, who became a pride of hu- 
manity. 


A Stimulus for American Industry: Nonprofessional 
Refugees 


By BERNARD WOLBARST LEVMORE 


MERICAN opposition to the non- 
professional refugee is slowly tak- 
ing on the form of mass hysteria. The 
mere mention of the word “refugee” 
seems to be sufficient these days to send 
shivers down the spines of certain peo- 
ple whose thinking has been conditioned 
by the propaganda of the alien-baiter. 
It is said that each additional refugee 
takes a job away from a native worker; 
that employers are discharging their 
workers in order to take advantage of 
so-called cheaper immigrant labor. Ref- 
ugees, it is claimed, will add to our re- 
lief burdens, and they will create a se- 
rious charitable problem. It is feared 
that American money will be spent for 
their support instead of for the building 
of America itself. It is said that the 
floodgates of immigration have been 
lowered at a time when we have all we 
can do to take care of our own unem- 
ployed. 


NUMBER OF IMMIGRANTS IN 
UNITED STATES 


The arguments of these demagogues 
break down under careful scrutiny. Ac- 
tually, what are the facts? How many 
people have entered these United States 
to escape dictator oppression? The 
census figures of the United States Gov- 
ernment show that from 1933, the year 
of Hitler’s rise to power, to the end of 
1938 a total- of 126,841 people of all 
nationalities entered under our quota 
laws. Upon further scrutiny we find 
that during the same period 178,704 
alien residents left the United States 
permanently. This resulted in a net de- 
crease of 51,863 in the number of aliens 
residing in this country. This phase of 
the argument, therefore, that immigra- 


tion is adding to our unemployment 
problem, cannot be maintained. 

A breakdown of these totals shows 
that under no circumstances has the 
number of immigrants admitted in any 
one year been so great as to place a 
perceptible tax upon the absorptive ca- 
pacity of the United States. Taking as 
our starting point the year 1933, we 
find that for that year only 8,220 quota 
immigrants entered the country. At 
the same time, 65,233 left the United 
States. There was, therefore, a net loss 
for the year 1933 of 57,013. The net 
decrease for 1934 was 10,301, and for 
1935 it was 3,882. In 1936, however, 
there was a net increase of 512, in 1937 
an increase of 23,508, and in 1938 a 
gain of 42,685. 

In none of these years was the full 
quota reached or even approximated. 
Actually, under our highly restrictive 
quota laws the staggering total of 795,- 
823 more people could have entered the 
United States than were really ad- 
mitted. 

It should further be noted that the 
combined German-Austrian quota has 
never been filled for the years under 
discussion. During this six-year period 
only 46,767 persons were admitted, or 
only 28 per cent of the full number per- 
mitted under the quota limits. By no 
stretch of the imagination can 46,767 
German refugees be considered to con- 
stitute a competing factor with the huge 
body of American labor or industry. 
Even in 1938, when the Nazi terror 
made emigration imperative, only 17,- 
868 Germans came to the United States. 
Only for the year ending June 30, 1939 
will the entire quota of 27,370 be filled. 

Even of the total number of all im- 
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migrants admitted to this country, only 
a small percentage are eligible to enter 
the employment market. Immigration 
statistics show that 67,895 immigrants 
entered the United States for the year 
ending June 30, 1938. There were 10,- 
181 under 16 years of age, and 10,646 
were over 45 years of age, leaving a 
potentially employable body of only 
47,068. Of the original total, 55.8 per 
cent were women. As the statistics of 
earlier immigrations have shown, many 
of these women came to join husband 
or father already established in this 
country. They consequently do not 
enter the employment market. This 
provides a further reduction in the 
number to seek employment. If these 
relationships are applied to the number 
of émigrés coming from Germany, the 
number of potential employables be- 
comes infinitesimal against the back- 
ground of our population of over 130 
million. 

Opponents of immigration assume 
that even this small number of new- 
comers constitutes a danger. Essen- 
tially, their argument is that an increase 
in the number of residents in a country 
increases unemployment. This leads to 
the conclusion that a reduction in the 
number of residents would lead to a 
lessening of unemployment. It is this 
crude and illogical thinking that moved 
the prophets of calamity in earlier pe- 
riods of our history to agitate against 
the employment of women. The same 
fallacious reasoning prompts some of 
our modern economic medicine men to 
urge the removal of older people from 
the employment market to make room 
for younger people; to insist that chil- 
dren be kept in school as long as pos- 
sible, and to demand that immigration 
doors be forever slammed shut. The 
one thought that escapes them is that 
the elimination of the young and the 
old, the women and the newcomers, 
must finally result in the reduction of 
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our total production and the contraction 
of our standard of living. Carried to 
its logical conclusion, this line of rea- 
soning would lead us to believe that that 
country is most prosperous which has 
the smallest population. 


Economic CONTRIBUTIONS OF 
REFUGEES 


History has proved in every instance 
that new settlers definitely add to the 
prosperity of the country. The mod- 
ern German refugee is very much of the 
same caliber as the German political 
refugee of 1848. He is a small business 
man, a mechanic schooled in the precise 
methods of industries not fully devel- 
oped in this country, or a technical 
worker from the famed scientific lab- 
oratories of Europe. The German ref- 
ugee of 1848 provided an enormous 
stimulus to the growth of such cities as 
St. Louis, Cincinnati, Chicago, Mil- 
waukee, and Louisville. He came dur- 
ing a period when there was no free 
land, no great industrial expansion. 
Nevertheless, when the Civil War neces- 
sitated a tremendous increase in the 
productivity of our industries, the de- 
mand for trained workers was quickly 
filled by these new settlers. Their 
knowledge and skills, developed at Ger- 
man expense, were employed in mak- 
ing America great. The Guggenheims, 
the Rupperts, Anheuser-Busch, and the 
Schurzes were all German refugees of 
that period. Their contribution to 
America has been incalculable. 

Today it is recognized that there is 
a large body of unemployed workers in 
the United States. There is also a 
plethora of uninvested capital. Both 
may well be put to work if advantage 
be taken of the resourcefulness and 
training of the German refugee. In 
many fields there is an actual acute 
shortage of properly trained men, de- 
spite our huge unemployment. 

At this moment whole Austrian and 
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Czech industries are being dispossessed. 
Their former managers and owners are 
available practically for the asking. 
They have already added to American 
productivity by bringing invaluable ‘fur 
and other processes here. In like man- 
ner, the skilled worker who comes here 
brings with him a capacity which can- 
not be confiscated. 

The makers of surgical and optical 
instruments, which formerly were im- 
ported, are now being employed in this 
technical work almost as soon as they 
arrive. No native worker is displaced. 
Specialized technical workers and skilled 
mechanics trained in Europe’s most 
prized industries are now knocking at 
America’s doors, asking for the oppor- 
tunity to contribute to American pros- 
perity. Germany’s noted tool and dye 
makers bring to America their superior 
techniques. 

In certain quarters it has been found 
that there is no longer any reason to 
import high-grade harmonicas. The 
skilled workers and manufacturers of 
these fine instruments who have been 
driven from their former homes are now 
being sought by investors here who are 
ready to set American dollars and peo- 
ple to work. 

Instances of successful individuals 
who have contributed to established 
American firms are very numerous and 
can be searched out with little diff- 
culty. A former German citizen is now 
employing more than three hundred 
American workers in three factories, 
producing a match-lighting novelty. 

One German émigré who was an effi- 
ciency expert in a motor factory got his 
first job here as a printer’s devil on a 
night shift. He later obtained a posi- 
tion as a menial worker in a ladies’ un- 
dergarment factory. Within a short 
time he gained promotions in rapid 
succession, and now directs a division 
of the plant. Here less than two years, 
he is married to an American woman 
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and contributes to the support of half 
a dozen additional persons, all of whom 
became consumers adding to the de- 
mand for goods “made in the U. S. A.” 


ACQUISITION OF FOREIGN MARKETS 


There is a constantly mounting num- 
ber of individuals who bring valuable 
foreign markets to American industries. 
Among the many cases which fall within 
this category may be mentioned that of 
one former German sales representative 
for a large moving picture producer who 
is now stimulating sales of American 
“movies” abroad, thus directly provid- 
ing more work for more men and more 
profits for American dollars. A former 
German exporter of men’s wear to Latin 
American markets now has a factory in 
a key southern city where he employs 
American labor to supply the same arti- 
cles to the South American market. 

Instead of following the familiar but 
wasteful procedure of patiently nursing 
new industries by complex tariff sched- 
ules and other devices, we have a golden 
opportunity to take a short cut. We 
can eliminate the possibility of loss of 
capital because of inability to compete 
with the established personnel of for- 
eign units. We can spend small effort 
and relatively little time in getting these 
people from the countries which have 
been blinded by bigotry and short- 
sighted nationalism. Enormous time 
and effort can be saved merely by tak- 
ing the human gifts now available for 
the asking. 

These lessons are even more point- 
edly applicable to our Latin American 
neighbors. Mexico and the other na- 
tions to the south could use all this 
priceless technical ability to great ad- 
vantage. The saving to these countries 
would be so great as to be beyond meas- 
ure in terms of dollars. The slow cal- 
endar which marks increases in the 
standard of living of a country could 
be made to advance by leaps and 
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bounds if they were to admit these 
skilled leaders and workers who come 
from what was once one of the most ad- 
vanced countries in Europe. Fifty 
thousand of these people in Mexico 
would work wonders! We can gain 
from them, too. 

In addition to the normal economic 
activity of the new settlers, it is widely 
known that in many cases special jobs 
have been made for them. Such cre- 
ated jobs take nothing away from the 
American worker. They do, however, 
increase the consumer demand for goods 
and thereby provide a stimulating fac- 
tor for industry. 


DIFFICULTIES OF PLACEMENT 


The real problem which is presented 
by the refugees has nothing whatever 
to do with the present employment situ- 
ation in America. It is a problem of 
utilizing their abilities in places where 
they are needed. Refugees who have 
been professionals for one reason or an- 
other frequently cannot practice their 
former callings in this country. Doc- 
tors, for instance, are barred from prac- 
ticing in all but seven states by citizen- 
ship and other requirements. Similar 
restrictions are applied in many states 
to dentists and pharmacists. Lawyers 
are hopelessly barred from practice in 
this country by the citizenship require- 
ments and also by the differences in our 
system of law. Public school teachers, 
civic and civil service workers, and oth- 
ers cannot follow their professions be- 
cause of similar disabilities. These 
trained and intelligent people therefore 
are faced by a difficult problem of ad- 
justment. 

At the outset it was recognized that 
one of the necessary steps was to re- 
train the refugees for occupations in 
which they could gain employment 
without sacrificing their natural ability. 
It was realized that as skilled artisans 
and scientific agriculturists they would 
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have a better opportunity for succeed- 
ing than as traders, doctors, or lawyers. 
European organizations have been very 
active and quite successful in retrain- 
ing these people on an extensive scale 
for profitable work in other countries. 

The importance of preventing a con- 
centration of immigrants in the large 
eastern cities such as Boston, New 
York, and Philadelphia was also recog- 
nized at an early date. There are parts 
of the United States where these trained 
individuals can be employed to best ad- 
vantage both to the community in which 
they are settled and to themselves. The 
Resettlement Division of the National 
Co-ordinating Committee directs the 
placement of immigrants in those sec- 
tions of the United States where they 
can best be integrated with the eco- 
nomic and social life of the communi- 
ties. The Resettlement Division op- 
erates through some three hundred local 
co-operating committees in all parts of 
the country. 

During 1937, when the Resettlement 
Division was established, 226 families, 
totaling 400 men, women, and children, 
were relocated. During 1938 the num- 
ber was more than trebled: 797 fam- 
ilies, totaling 1,256 men, women, and 
children, were settled in southern, mid- 
western, and Pacific Coast communities. 

The figures for a recent five-month 
period reveal the progress of this work. 
During September 1938, 63 families 
were resettled; in October, 114 fami- 
lies; in November, 156 families; in De- 
cember, 143 families; and in January 
1939, 167 families. The total number 
of individuals for this five-month pe- 
riod was 1,011, or nearly three times as 
many as were resettled by the Com- 
mittee in 1937. 


THE QUESTION OF CAPITAL 


Many of the early German émigrés 
brought considerable capital with them. 
Today’s émigrés are probably much less 
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fortunate because of confiscations, ex- 
orbitant capital taxes, and exchange 
control restrictions. But it must not 
be forgotten that many of them have 
capital invested here, the income of 
which was formerly diverted to Ger- 
many; others have capital invested in 
London and other European centers. 
The income from this money will now 
be added to the American financial 
stream and the capital itself eventually 
transferred to an American anchorage. 

The average amount of money 
brought here by immigrants who came 
before the days of prohibitive transfer 
restrictions was probably never meas- 
ured accurately; but the best estimates 
place the figure at only a few hundred 
dollars per capita. From the point of 
view of the importance of the indi- 
vidual’s contribution to the country, 
however, the size of his personal for- 
tune could not have been important. 
If the new settler is worth having, it 
makes little difference in the long run 
whether he brings money with him or 
not. On the other hand, if he is not 
worth having, the amount of money he 
brings with him can make little differ- 
ence when it is compared with the risk 
of receiving him. 

The mere cost of bringing up and ed- 
ucating a child in the public schools to 
age fifteen has been estimated at from 
$4,543 to $6,277 in certain budgets 
(many of them made up for relief 
classes)... America receives a fully 
trained individual at no initial cost 
whatsoever. 


EUROPEAN EXPERIENCE 


In Europe we find examples of coun- 
tries which have been quick to take ad- 
vantage of the shortsightedness of 
Brown Bolshevism. The Netherlands 
has received as large a share of the flee- 

1 Source: White House Conference on Child 


Health and Protection, Section 3, “The Home 
and the Child” (New York, 1931), p. 115. 
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ing refugees as any other country in 
Western Europe. During the summer 
of 1934 the Commission for Economic 
Advice to German Emigrants in the 
Netherlands made a very interesting 
study of the industries which had been 
established there by German Jews since 
April 1933. The report brought out the 
striking conclusion that the number of 
workers who had been given employ- 
ment by the direct economic activity of 
refugees was approximately the same as 
the number of refugees who had come 
into the country. It was also found 
that 90 per cent of the five thousand 
such workers were citizens of the Neth- 
erlands. The report indicated that the 
new industries for the most part pro- 
duced articles which had previously 
been imported from Germany or else- 
where. Besides new industries, the 
refugees had brought with them ex- 
port connections of considerable impor- 
tance. 

The same situation has been found in 
England. Sir Samuel Hoare, British 
Home Secretary, recently pointed out 
in the House of Commons that fifteen 
thousand English workers have been 
given direct employment by the eleven 
thousand refugees admitted in recent 
years, and that reliable computations 
place the number of British workers 
employed as a direct result of refugee 
immigration at nearly twenty thousand. 
“There are several cases in which for- 
eigners who had been admitted have 
started industries which have given em- 
ployment to considerable numbers of 
people,” he said. Sir John Hope Simp- 
son, in his Refugees: Preliminary Re- 
port of a Survey, writes: 


The refugees have already made substan- 
tial economic contributions to the countries 
in which they have settled by, for instance, 
bringing special skill or important trading 
connections; they have largely transferred 
the fur trade from Leipzig to London and 
Paris. ... 


Further strength is given those who 
affirm the positive value of refugees by 
the following statement of R. F. Har- 
rod, last year’s President of the Eco- 
nomic Section of the British Associa- 
tion: 

The notion that the existence of unem- 
ployment is a good reason for discouraging 
immigration appears wholly fallacious. . . . 
The notion that a bare reduction of the 
number of residents would serve to reduce 
the number of unemployed, and an increase 
to increase unemployment, has always been 
regarded as crude in the extreme. . . . There 
is much to be said for the proposition that 
an expansion of numbers is good for em- 
ployment and a contraction bad. This ac- 
cords with a broad comparison of the situ- 
ation in the nineteenth century, both here 
and in other countries, with that in the 
twentieth century. 


STIMULATION THROUGH IMMIGRATION 


The stimulating effect of periodic 
waves of immigration in the past upon 
the prosperity of this country cannot 
be overlooked. The American economic 
system has periodically suffered from 
relapses. Many economists see in our 
business history the implication that 
new capital investments of considerable 
magnitude must be in process at all 
times if we are to continue to enjoy 
prosperity, because of the need to keep 
our capital goods industries in operation 
at a good rate. It is thought that such 
a Situation is prerequisite to a condition 
of steady activity in the field of con- 
sumer goods. The tremendous pressure 
which is driving natives of European 
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countries to seek to emigrate should be 
capitalized by wide-awake America. 

It undoubtedly would be worth while 
for the United States to follow the lead 
of England in granting visas to immi- 
grants on a nonquota basis if they have 
experience or ability in a particular field 
of endeavor which will advance the 
economy of the Nation. The amount of 
capital required for admission on this 
basis varies according to the individual’s 
economic background and the relative 
needs of his particular industry. 

The status of imports and exports is 
carefully watched by those interested in 
the economic welfare of the country. 
We have been accustomed to watching 
carefully the movement of gold, and we 
have taken pains to erect a complex 
tariff system in order to protect existing 
American industries and encourage new 
industries. Some sections of the coun- 
try have watched this development with 
great joy, while others have expressed 
serious concern over the dislocation of 
industries once housed within their own 
geographical area. 

Is it not equally important to watch 
a major international shift in the world 
location of important industries? Is 
there not an important national gain in 
the relocation here of industries and 
sources to new markets which will em- 
ploy American workmen and American 
capital? The answers must be in the 
affirmative. America has room for 
these people. We can use them as we 
have used the pioneers of the past. We 
need them as much as they need us. 


Bernard W. Levmore, A.B., M.A., New York City, 
economist, writer, and life insurance consultant, was 
one of the editors of The Mines Register, 1938. He 
has written on economic and financial subjects for a 
number of publications, has served as a writer and 
reporter in the political and financial fields for The 
New York World-Telegram and the Associated Press, 
and writes as a specialist on Philippine affairs for the 
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A Homeland for Refugees 


By Davin H. POPPER 


OTHING could be more plausible 
as a solution for the troubles of a 
persecuted minority than the concept of 
group settlement in an uninhabited area. 
Totalitarian nationalism, particularly if 
it rests on a pseudo-scientific racial ba- 
sis, logically demands eradication of the 
minority problem by enforced mass mi- 
gration. The victims of expulsion are 
to some extent impelled by comparable 
emotional forces to seek refuge in an 
area where a similar sense of national 
homogeneity may be nurtured. History 
is by no means lacking in examples of 
migratory movements from which new 
political entities have sprung. 

It is consequently not at all surpris- 
ing that projects for mass settlement 
should now be appearing in print in 
large numbers, or that they should orig- 
inate particularly among the Jews, who 
have clung to their separate existence 
for almost a score of centuries despite 
the absence of a Jewish territorial base. 
Forced to abandon countries to which 
they often have an ancestral claim, 
some of them seek a homeland, old or 
new, where they may create a stable 
territorial unit of their own. 


EXAMPLES oF Group SETTLEMENT 


Other refugee peoples have of course 
been settled on the land as groups since 
the World War. Greeks, Bulgars, and 
Turks have been successfully repatri- 
ated under stress and have colonized 
portions of their countries. But these 
cases can scarcely be utilized as guides 
for settlement of the Jewish problem. 
In them a number of uniquely advan- 
tageous factors were involved. The ref- 
ugees came from contiguous or nearby 
areas; adequate financial resources were 
at hand or were secured to effectuate 
the transfer and establishment of set- 


tlers; expert supervision was provided; 
and the regions to be occupied were rea- 
sonably well developed, both physically 
and politically. Perhaps most impor- 
tant, government and social services 
sufficient for the needs of the new- 
comers were already in existence and 
functioned with some efficiency. Arme- 
nian and Assyrian refugees have also 
been settled in groups since the war, but 
under distinctly less favorable circum- 
stances and with less prospect of even- 
tual security.+ 

Today these experiments pale into in- 
significdnce beside the task of finding 
shelter for refugee Jews. As other con- 
tributors to this issue have indicated, 
the overwhelming need at the moment 
centers about some 600,000 Jews in 
Germany and over 200,000 in what was 
Czechoslovakia; but the difficulties be- 
setting them are all too likely to arise 
in connection with 5,000,000 of their 
coreligionists in Eastern Europe as a 
whole. The Nazi brand of anti-Semi- 
tism has swept through that region like 
wildfire, and in several countries the 
anticipated results are already apparent. 
In preparing for emigration, many po- 
tential refugees seek to begin a new 
life as individuals in a settled commu- 
nity overseas, where they may even- 
tually be absorbed by the normal proc- 
esses of adaptation and naturalization. 
Vast numbers, however, are eager to 
join the Jewish community of Palestine, 
while many pin their hopes on new 
projects for mass colonization in unde- 
veloped regions. 

1Cf. John Hope Simpson, The Refugee 
Problem: Report of a Survey (issued under 
the auspices of the Royal Institute of Inter- 
national Affairs. New York: Oxford, 1939), 
Chaps. 2, 3, 4. See also article in this issue 


by Walter Adams, “Extent and Nature of the 
World Refugee Problem.” 
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Tue PALESTINE EXPERIENCE 


The very existence of the Jewish Na- 
tional Home affords standing corrobora- 
tion of the fact that group settlement is 
still possible, even in the case of a peo- 
ple who must make the difficult shift 
from urban to rural occupations. It is 
of course true that the National Home 
is, strictly speaking, only in part a ref- 
ugee enterprise. Probably most of its 
inhabitants would not, at the time of 
their arrival, have fallen legally within 
the definition of refugees established by 
the Evian Intergovernmental Commit- 
tee in July 1938: persons “who must 
emigrate on account of their political 
opinions, religious belief, or racial ori- 
gin.” Many of them, like emigrants in 
general, wished to better their economic 
status; others hearkened to the mag- 
netic religious appeal which the Holy 
Land has always exercised over some 
Jews; still others sought surcease from 
the social and political tensions arising 
from their minority position in the lands 
of their nativity. Yet it is safe to say 
that, of the 46 per cent of Jewish im- 
migrants who came to Palestine from 
Poland between 1922 and 1929, and of 
the 20 per cent who came from the 
Soviet Union, a large majority were in 
a distinctly borderline category. They 
may have left before conditions became 
undeniably intolerable, but they never- 
theless mirror to some degree the ref- 
ugee psychology. 

It is often forgotten that Zionist col- 
onization in Palestine has its roots deep 
in the past. Ever since the Dispersion, 
there have always been some Jews in 
the territory. In modern times the first 
group of European Jews arrived in 
1881, long before political Zionism as 
preached by Theodor Herzl became a 
dynamic reality. By 1914 there were 
80,000 Jews in the Holy Land, nearly 
12,000 of whom lived on farm colonies. 

` But it was the World War period that 
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actually ushered in the transition from 
Zionism as a vision to Zionism as a fact. 
Jewish colonization as it is seen today 
is primarily a postwar product, made 
possible only by the Balfour Declara- 
tion and the terms of the League of 
Nations mandate under which Great 
Britain was committed to facilitate the 
development of the Jewish National 
Home—while safeguarding the civil and 
religious rights of all the inhabitants of 
Palestine. 


POPULATION GROWTH 


The best measure of Palestine’s suc- 
cess as a homeland for Jews is un- 
doubtedly afforded by its population 
statistics. The region leads the contem- 
porary world in rapidity of population 
growth. Standing in direct contradic- 
tion to current population trends, Pal- 
estine’s average annual increment for 
the period 1922-36 stands at the extra- 
ordinary level of 5.1 per cent. 

In certain respects, phenomena which 
were once most marked in the great 
immigration countries of the Western 
world have recently been reproduced in 
the Holy Land. Immigration by Jews 


_~has swelled the number of inhabitants, 


particularly those of childbearing age. 
At the same time, the development of 
social services whose costs are largely 
sustained by the new arrivals has op- 
erated rapidly to reduce the high death 
rate of the Arabs without any significant 
effect, as yet, on their great fertility. 
The average annual increase in the 
Arab population (3.5 per cent for the 
period 1922-36) contrasts remarkably 
with its stationary character under the 
prewar Ottoman regime and with the 
relatively slight rate of growth of the 
population of neighboring Trans-Jordan 
today. Such increases, particularly 
since they are in some part accom- 
plished by Arab immigration from the 
surrounding states, offer the strongest 
prima facie evidence of the beneficial 
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effect of Jewish settlement on the non- 
Jewish inhabitants. They constitute a 
standing testimonial to the advantages 
of modern migration. 

According to government estimates, 
the Jewish population itself increased 
from 83,790 in 1922 to 384,083 in 1936 
-—-an average annual increase of 11.5 
per cent. If allowance is made for il- 
legal migration and normal increase over 
the last two years, the actual population 
of the country, in round figures, should 
approximate 450,000 Jews and 1,000,- 
000 Arabs. Over 80 per cent of the Jew- 
ish increment was due to immigration. 
There is an interesting reciprocal rela- 
tionship between the population trends 
of the two nationalities. If the Arab 
increase may be attributed to changed 
social conditions for which the Jews are 
in large part responsible, the rapid 
growth of the Jewish community has in 
turn been facilitated by the existence of 
a native population able to supply the 
necessities of life to the newcomers.” 


Tur Economic Boom 


The flow of Jewish immigration into 
Palestine has not been steady, but cycli- 
cal, fluctuating with economic condi- 
tions and the severity of the limitation 
imposed by the British administration. 
In 1931 the National Home, inhabited 
by 165,000 Jews, might still have been 
considered a provisional experiment; 
but in succeeding years the deteriora- 
tion of political and economic conditions 
in Europe gave an enormous fillip to 
immigration. The number of registered 
Jewish immigrants rose from 9,552 in 
1932 to 30,327 in 1933, 42,359 in 1934, 
and 61,854 in 1935. In 1936 the total 
fell to 29,727, and in 1937 to only 10,- 
536—a level which was only slightly 
exceeded in 1938. 


2Cf. David Horowitz and Rita Hinden, 
Economic Survey of Palestine (Tel Aviv: Eco- 
nomic Research Institute of the Jewish Agency 
for Palestine, 1938), pp. 19-39. 
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By way of explanation it may be 
noted that the decline of immigration 
to the 10,000-12,000 annual total in no 
way signifies a diminishing desire on the 
part of European Jews to enter Pal- 
estine. It reflects, rather, the British 
Government’s policy of a temporary 
limitation on political grounds pending 
a definitive solution of the Arab-Jewish 
conflict in the mandated territory—a 
solution which has been sought ever 
since the appointment of the Palestine 
Royal Commission on August 7, 1936. 

Hand in hand with the doubling of 
the Jewish population of Palestine be- 
tween 1932 and 1936 went an influx of 
capital giving rise to an intense accel- 
eration of economic activity. During 
the years of greatest immigration 11 per 
cent of the newcomers were classified as 
“capitalists” in possession of £1,000 or 
more—sometimes much more. The 
needs of the country’s rapidly expand- 
ing economy were met, it is estimated, 
by the investment of £30,000,000 dur- 
ing the four years 1932-35. Almost 
half this outlay was absorbed by con- 
struction alone, and a large portion of 
the remainder was devoted to the pro- 
duction of citrus fruit to meet the shift- 
ing dietary demands of the European 
market. ‘The impact of this develop- 
ment was felt in all spheres of economic 
life. To a considerable extent private 
investment at last overshadowed philan- 
thropic or semiphilanthropic enterprise. 
For the first time, the National Home 
appeared to be less a subsidized experi- 
ment than a going concern. It had 
come of age. 


APPROACH TO STABILITY 


The speculative excesses of this rather 
feverish upswing were naturally promi- 
nent, to the disgust of Zionist idealists 
everywhere. They were halted, how- 
ever, by a combination of political fac- 
tors, of which the limitation of immi- 
gration was far and away the most 
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important. Unsettlement in the Medi- 
terranean area caused by the Italo- 
Ethiopian War checked the economic 
advance in the autumn of 1935; in 1936 
the Arab general strike hampered com- 
mercial activity; and the subsequent 
uncertainty, coupled with the small- 
scale rebellion of a portion of the Arab 
population, has retarded all business 
enterprise. The Palestine economy is 
no longer geared for rapid expansion. 
It rests on less sanguine expectations. 
The readjustment has been difficult and 
has involved not inconsiderable hard- 
ships, but it has been made. The resi- 
due, so to speak, of the boom period of 
the early thirties constitutes the base 
for the future of the National Home. 
To Zionists, as to other advocates of 
group settlement, permanent establish- 
ment on the land offers the only assur- 
ance of ultimate success. It is precisely 
those Jews who have lacked security in 
Europe because they tended to concen- 
trate in urban professional and non- 
productive occupations, who insist most 
strongly on the need for an agricultural 
foundation for any new Jewish develop- 
ment. Among Zionist youth the blan- 
dishments of white-collar positions have 
given way to a new ideal of manual la- 
bor close to the soil. The Jewish pi- 
oneer embodies the very essence of Zi- 
onism; and it must be admitted that the 
work of Jand reclamation and agricul- 
tural improvement which he has carried 
out in the Holy Land has indeed borne 
fruit. With the support of Zionist 
financial contributions from foreign 
countries, the amount of Jewish-owned 
land has increased to about 320,000 
acres, including about 12 per cent of 
what the British authorities regard as 
Palestine’s total “cultivable” area. That 
this land, concentrated along the coast 
and on the Plain of Esdraelon, is now 
the most fertile portion of the territory 
is a remarkable tribute to the adaptabil- 
ity and the vitality of Jewish enterprise 
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in new fields. Sandy coastal strips and 
malarial swamps have been supplanted 
by citrus groves and farms in which 
modern, intensive methods of cultiva- 
tion play an important part. Agricul- 
tural settlements now shelter about 
100,000 Jews, and the number of actual 
land workers stood at about 56,000 at 
the end of 1936. Significant types of 
co-operative and collective rural settle- 
ments have been evolved to meet the 
physical and ideological demands of 
various sections of the Zionist move- 
ment. 

Considering the original occupational 
distribution of Zionist settlers, this is by 
no means an unsatisfactory record, and 
it is certainly possible that after a suit- 
able lapse of time a higher proportion of 
the Jewish population will gravitate to 
the land. For the present, however, it 
is the urban development of the coun- 
try that is most striking. Tel Aviv is 
a wholly Jewish city of 150,000; Jeru- 
salem contains 75,000 Jews; and about 
55,000 have congregated in the Haifa 
Bay area. From these metropolitan 
concentrations is drawn a proletariat for 
over 5,000 industrial enterprises, large 
and small. Electric power from the 
Jordan furnishes cheap current to most 
of the country, and Jewish endeavor has 
been prominent in the development of 
the country’s outstanding extractive in- 
dustry—recovery of potash, bromine, 
and other chemicals from the Dead Sea. 

Advances made in the agricultural 
and industrial spheres are important 
and have won the admiration of many 
observers; but to the Zionists, such fac- 
tors, though essential, are not of pre- 
eminent significance. From their point 
of view, what is vital is the sense of re- 
lease, of personal security and freedom, 
of spiritual ardor vouchsafed to Jews 
living in a land which they may hope, in 
some degree, to call their own. It would 


.be idle to deny that this spirit has been 


considerably dampened since 1936. Yet 


, 
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its manifestations remain, reflected in 
remarkable achievements in Hebrew 
culture and education, in music, scien- 
tific research, labor organization, and 
political activity. To extend these ben- 
efits to their brethren who are miserably 
subsisting in Europe east of the Rhine 
is the aim of all whole-hearted Zion- 
ists. 


Some LIABILITIES 


This generalized picture of the suc- 
cess of group settlement in Palestine 
cannot pass without qualification. No 
one can predict just how much of the 
breathless expansion since 1931 will 
prove justified in the economie sense; 
no one can foresee how effectively the 
search for markets for newly estab- 
lished industries and for the ever in- 
creasing citrus fruit production will 
progress in the future. The stimulus of 
philanthropic financial subsidy, particu- 
larly vital in the agricultural sector of 
the Zionist economy, props up activities 
and social services which could never be 
supported by the Jewish community of 
Palestine alone. While this is not in- 
trinsically unsound (the evidence indi- 
cates that any modern group settlement 
scheme will probably require a financial 
contribution which may not be repaid), 
a world war or other widespread catas- 
trophe may result in the abrupt cessa- 
tion of such remittances to the Holy 
Land, with dire effects on the National 
Home. The more quickly imports of 
capital decline, moreover, the more se- 
rious becomes the problem of the large 
adverse foreign trade balance. Normal 
and even desirable in a period of growth 
and development, the enormous excess 
of imports to Palestine will inevitably 
constitute a source of difficulty unless 
the entirely disproportionate reliance 
on citrus fruit exports is reduced and 
new markets are found for other prod- 
ucts. N 

This economic problem might of 
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course be surmounted if Palestine were 
to become a great entrepôt and a source . 
of quality manufactures for much of the 
Near and Middle East. For this to oc- 
cur, however, it would be necessary to 
establish satisfactory relations between 
Jews and Arabs, inside Palestine and 
out. 

Here—in the question of the rela- 
tionship between the Zionist community 
and the established Arab majority— 
rests the crucial problem of the future 
of Zionism. Zionism as a nationalist 
movement is as firm and intransigent as 
any other. Zionists recognize that the 
Arab lives in Palestine, and disclaim 
any desire to dominate him; but they 
refuse to contemplate an indefinite mi- 
nority status in the Holy Land. In the 
National Home which they seek as their 
goal, the Arab plays only a minor or in- 
cidental part. Zionists are concerned to 
build up their own state, with Jews en- 
gaged in all occupations from the lowest 
to the highest—and, remembering their 
fate as a minority group largely re- 
stricted to specific occupations in Eu- 
rope, one cannot altogether condemn 
this tendency. 

One may, however, question the wis- 
dom of restricting as far as possible the 
employment of Arabs by Jews, on both 
political and economic grounds. Politi- 
cally this policy sows the seeds of Arab 
nationalism, based on distrust and fear 
of submergence under an alien tide of 
immigrants. Economically it subjects 
the insulated Jewish economy to a ter- 
rific strain by the very fact of the ex- 
istence of a more or less separate Arab 
economy enjoying much lower labor 
costs. In the long run these may be 
the rocks on which the Zionist experi- 
ment will founder; and British reluc- 
tance to antagonize the Arabs at a mo- 
ment when they are being wooed by 
the fascist powers provides an addi- 
tional complication which bodes ill for 
the Zionist movement. 
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PROSPECTS FOR THE FUTURE 


In the current emergency, Zionist 
leaders declare that Palestine could 
shelter 100,000 new settlers at once, and 
Zionist organizations estimate the ab- 
sorptive capacity of Palestine as a whole 
at 60,000 to 100,000 Jews per year for 
many years to come. They point out 
that every increase in immigration has 
hitherto induced a still greater demand 
for labor to meet their needs, requiring 
a further influx and setting in motion 
an upward spiral of economic activity 
and opportunity which might be pro- 
jected far into the future. Only the 
most optimistic would deny, however, 
that—true through this may have been 
in the past—the day on which further 
increase will press too closely upon the 
meager physical assets of the country 
cannot be indefinitely postponed. It 
must be remembered that Palestine bas 
an area of only 10,400 square miles— 
roughly that of New Hampshire. Large 
portions of its soil cannot be cultivated 
because water is lacking, while other 
areas are heavily eroded. Natural re- 
sources and raw materials are scanty. 

Above all, the Arab population is 
growing rapidly and will insist upon its 
inherent right to the land. The density 
of population in Palestine had reached a 
figure of 50 persons per square kilome- 
ter in 1936, as compared with 49.4 for 
Spain and 51.9 for Greece. It is true 
that in many of the more highly de- 
veloped countries of Europe a consid- 
erably greater density exists, but it is 
difficult to believe that Palestine will 
support anything like the expansion 
of which some Zionists optimistically 
speak. 

Hence, Palestine alone can never 
absorb all those who will probably 
be forced to leave Eastern Europe; 
and the progressive impoverishment of 
potential refugees cannot fail to make 
their resettlement—in Palestine or any- 
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where else—immeasurably more diffi- 
cult than it has been in the past. 

Towering over all this in importance 
is the fact that revival of large-scale im- 
migration would fan the flame of Arab 
nationalism to an unpredictable degree. 
From the outset, Zionist leaders have 
tended to minimize this political ob- 
stacle, and to set against it the consid- 
eration that their followers would bring 
to the upbuilding of Zion a spiritual 
ardor and a readiness for self-sacrifice 
which would not be duplicated in other 
regions of the earth. Arab intransi- 
gence and the passion for Zion are thus 
capital items on the two sides of the 
balance-sheet of the National Home. 
Which will weigh more heavily in the 
long run cannot be foretold. But since 
1936 it has been apparent that the Arab 
revolt is so deep-seated that Palestine 
must be largely disregarded as far as 
immediate succor for the victims of 
racial persecution in Europe is con- 
cerned. 


ALTERNATIVE POSSIBILITIES 


Ever since the British Government, 
in 1903, offered the Zionists a tract of 
land in the highlands of British East 
Africa as a site for an autonomous col- 
ony, projects for mass settlement have 
been floating about in Jewish intellec- 
tual circles. Often these have verged 
upon the fantastic, although large-scale 
agricultural developments were brought 
to fruition in Argentina and the Soviet 
Ukraine with at least temporary suc- 
cess. In these cases, however, the issue 
of political autonomy was not involved, 
and debate still rages over the question 
whether the settlements have not en- 
tered on a phase of decline. Another 
attempted colonization project—the 
Soviet “autonomous Jewish republic” of 
Biro-Bidjan, with its scant 20,000 Jew- 
ish inhabitants—inspires little hope 
among persecuted Jews, who are not 
permitted to find refuge in the Soviet 
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Union, and would probably have little 
desire to do so even if they could. The 
situation of this Far Eastern area is 
unique, however, and can scarcely be 
compared with other group settlement 
efforts. 

The urge to colonize has been given 
new impetus by the unwillingness of the 
nations represented at the Evian Con- 
ference on German refugees, in July 
1938, to contemplate the admission of 
large numbers of immigrants to their 
territories. Unfortunately, the settle- 
ment schemes brought forward have too 
often been characterized by a blithe dis- 
regard of the positively enormous diffi- 
culties which they involve. Contrary to 
general assumption, the day of the indi- 
vidual pioneer in the wide open spaces 
appears to be about gone. Subsistence 
settlement in the solitude of the wilder- 
ness is seldom feasible for the modern 
emigrant who has known the benefits of 
established government and social serv- 
ices and is loath to abandon them. 
Moreover, most of the undeveloped land 
which could be made available is lo- 
cated in the tropics or along the Arctic 
fringe, where adaptation to climatic 
conditions would not be easy. Such 
land is usually distinctly marginal in 
fertility and transport facilities. Even 
after the problem of producing essential 
food supplies for the new community 
was solved, it would be essential to dis- 
cover and hold a cash market abroad. 
Farms would have to be cleared and 
equipped with modern implements. 
Roads, railways, schools, hospitals, and 
other public services would have to be 
installed before even a promising terri- 
tory could be utilized. 

Clearly, careful advance planning 
and long-continued expert supervision 
are necessary if the reduction in the 
standard of living of migrants is to 
be minimized. For the Jews particu- 
larly, an intensive period of training 
is essential if the harsh adjustments 
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which go with colonization are to be 
made.* 

This is not to say that the unoccu- 
pied territories do not have enormous 
absorptive capacity for settlers, if only 
economic considerations may be par- 
tially disregarded. The absorptive ca- 
pacity of land is not a static concept. 
It is a function of the financial and hu- 
man resources which can be devoted to 
a given area. With sufficient capital at 
hand and sufficient willingness to sacri- 
fice present comforts for a possible fu- 
ture reward, territories even more in- 
hospitable than Palestine might well be 
developed. Certainly it is true that the 
normal economic factors inhibiting the 
resumption of world migration currents 
on a large scale do not operate in the 
case of persecuted Jews. Desperate 
need grasps at desperate remedies; if 
they can secure the necessary financial 
backing, thousands of young European 
Jews stand ready to challenge swamps, 
jungles, disease, and discomfort in ex- 
change for only a modicum of hope. 

But settlement on the land is exceed- 
ingly expensive. In Palestine, where 
land values have been pushed to a high 
level, Zionist experts estimate the cost 
of settlement of a family on the land at 
£1,200 at the present time.* Compar- 
able estimates of the cost of land settle- 
ment in the British Empire range from 
£1,000 to £2,000. It is much less ex- 
pensive to establish those members of 
a new community who do not work di- 
rectly on the land, but even under the 
most favorable circumstances it is dif- 
ficult to envisage average costs of less 


3 For an excellent study of settlement possi- 
bilities, cf. Isaiah Bowman and others, Limits 
of Land Settlement: A Report on Present-Day 
Possibilities, New York: Council on Foreign 
Relations, 1937. 

4“Large-scale Settlement on the Eastern 
Mediterranean,” Bulletin of the Economic Re- 
search Institute of the Jewish Agency for 
Palestine, Vol. II, No. 9/10 (Sept./Oct. 1938), 
p. 159. 
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than $2,500 for settling a family in a 
newly created community overseas. As- 
suming this figure to be correct in a 
particular instance, it will be seen that 
the cost of settling 1,000 families would 
be $2,500,000; and of settling 100,000 
families, $250,000,000. 

Private resources are dwarfed by the 
magnitude of such sums, especially since 
refugees are no longer able to transfer 
the bulk of whatever personal assets 
they still retain. If, therefore, any mass 
settlement projects are to be success- 
fully initiated, it is apparent that gov- 
ernments must participate, perhaps 
through the medium of an international 
public corporation. Public and private 
refugee organizations must engage in co- 
operative effort on the gigantic scale of 
the Hoover postwar relief work. At 
any rate, a loan or grant of several hun- 
dred million dollars is obviously essen- 
tial if temporary refuges are to be pro- 
vided, potential settlers retrained, and 
backward areas prepared to receive 
them. 


SUGGESTED AREAS FOR SETTLEMENT 


Even in the regions most frequently 
considered for group settlement, .pros- 
pects can scarcely be termed encourag- 
ing. In British Guiana, where the 
British Government has expressed its 
willingness to lease from 10,000 to 
40,000 square miles of territory in the 
interior on generous terms, colonization 
will not be easy. The possibilities of a 
portion of this territory were canvassed 
in 1935 by a League of Nations mission 
seeking refuge for the Assyrians of 
Iraq. While climate, water supply, and 
health conditions seem favorable in the 
grasslands of the interior, communica- 
tion and transport facilities’ are non- 
existent. The territory appears to be 
more suitable for grazing than for agri- 
culture—a fact which would necessitate 
wide dispersion of immigrant families 
and would make close settlement in 
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farm villages difficult. It is doubtful 
whether colonists could endure the en- 
forced isolation which would result. 
The League mission consequently fixed 
the capacity of the region involved at 
not more than 1,000 families, and 
stressed the need for thorough prepara- 
tion before sending any refugees there. 

The area which may now be made 
available to German refugees is con- 
siderably larger than that surveyed by 
the mission, but the observations con- 
tained in its report still hold good. 
The additional land included in the 
present offer is heavily forested, par- 
tially unexplored, and apparently in- 
hospitable. An Anglo-American com- 
mission visited the colony in February 
1939 to investigate the potentialities of 
the settlement site in greater detail. 
Whatever its decision, it is clear that 
years of effort and experimentation and 
vast expenditures will be necessary be- 
fore any large-scale movement of ref- 
ugees to that territory becomes possible. 
The same limitations apply in large 
measure to Dutch Guiana, where a sim- 
ilar survey was undertaken in March 
1939. 

Prospects for colonization in the Afri- 
can highlands are also limited. Here 
the difficulty rests in the first instance 
on Great Britain’s insistence that only 
what might be called “token areas” be 
devoted to refugee settlement. In Tan- 
ganyika, where the ravages of the tsetse 
fly must be overcome and the problem 
of competing with cheap native planta- 
tion labor solved, the Chamberlain gov- 
ernment has placed a total of 50,000 
acres—or 78 square miles—at the dis- 
posal of refugees. In Northern Rho- 
desia, Nyasaland, and Kenya, refugees 
are to be received—but literally by tens 
and not by thousands. There have been 
signs that the French are ready to per- 
mit émigrés to settle in Madagascar, 
but a former governor-general of the 
island and a Japanese mission of inves- 
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tigation have reported negatively on its 
suitability for colonization. 
Accommodation might conceivably 
be found for fair numbers in Alaska, 
where a population of only 60,000, half 
native and half European, is scattered 
over an area of almost 600,000 square 
miles. In about one-tenth of this ter- 
ritory limited agricultural activities are 
possible, although they would not be 
commercially successful except to sup- 
ply a market created by the develop- 
ment of mining and industry in Alaska 
itself. ‘Trained young immigrants might 
practice subsistence farming and sup- 
plement their income by raising foods 
now imported from the United States, 
processing fisheries products, and de- 
veloping an intrinsically promising 
wood-pulp and paper industry. 


CoNCLUSIONS 


Governments and men toy with the 
alluring prospect of group settlement, 
but they seldom come to grips with the 
well-nigh overwhelming difficulties con- 
fronting modern colonization efforts. 
Despite the crying need for much more 
extensive refugee emigration than that 
permitted on an individual basis by re- 
strictive immigration laws, progress on 
assisted mass settlement projects pro- 
ceeds at a slow pace. Even those which 
are being most seriously considered by 
responsible authorities at the moment 
are still far from a definite blueprint 
stage. To a certain extent this is in- 
evitable, because of the complex prob- 
lems of colonization itself. The huge 
costs involved, the land development 
work, and the lengthy training and 
supervision which must be undertaken 
preclude reliance on mass settlement or 
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a new homeland as an immediate, large- 
scale measure of relief for persecuted 
peoples. Group settlement in undevel- 
oped areas must be a matter of years, 
perhaps of generations, and it must 
start slowly. Hence the absorption of 
involuntary emigrants must continue to 
take place chiefly through individual in- 
filtration into other advanced countries. 
It may nevertheless be wise to embark 
on colonization schemes as a measure of 
insurance against contingencies. Rela- 
tively small-scale agricultural settle- 
ments today may provide nuclei for fu- 
ture immigration. 

The case of Palestine, although it is 
sui generis in many respects, provides 
a rough illustration of this thesis. The 
foundations laid in preceding years per- 
mitted the Jewish population to double 
between 1932 and 1936. Were it not 
for the resistance of the Arabs, which 
has impelled the British administration 
to curtail immigration, the influx of 
refugees would undoubtedly reach a 
high figure today. But Palestine alone 
can never afford a solution for the Jew- 
ish refugee problem. The future of the 
National Home is incalculable at this 
moment of crisis, but it is probable that 
waxing Arab nationalism will apply a 
severe check to Zionist hopes, Zionists 
would be shortsighted if they attempted 
to hinder the development of another 
distinctively Jewish refuge. Such a ref- 
uge would not be necessary in a world 
where minorities were justly treated, or 
where barriers to free migration and the 
international transfer of goods and 
funds were not so solid as they are at 
present. Today, however, no realist 
can rely on rapid improvement in this 
situation. 


David H. Popper is a research associate on the staff 
of the Foreign Policy Association. He is the author 
of the Headline Book “The Puzzle of Palestine,” and 
of Foreign Policy Reports on Palestine and the prob- 
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Refugees and.an Underdeveloped Economy 


By C. HARTLEY GRATTAN 


T IS generally agreed that the condi- 
tions which made possible the mass 
migrations of the nineteenth century are 
no longer in existence. If people are to 
move from place to place in the world in 
the future in any considerable numbers, 
both the reasons for emigration and the 
conditions of immigration will materially 
differ from those characteristic in times 
past. This is true both in countries 
which are described as underdeveloped 
and in those alleged to be overcrowded. 
The position is dramatized by the forced 
emigrations which we know collectively 
as the refugee problem. 


Tse POSITION OF AUSTRALIA 


Australia is one of the countries which 
are believed to be underpopulated. The 
population question is, then, one of two 
or three outstanding public problems 
which are constantly under debate there, 
and it is intertwined with most others.* 
For example, whether one deals with 
immigration directly or with land settle- 
ment policy, defense, or marketing 
policy, it is inevitable that consideration 
must be given to the population question 
both at home and abroad. In the Aus- 
tralian setting the problem has two dis- 
tinct facets: (a) the disquieting con- 
sideration that the existing population 
is approaching a statistical position 
which clearly implies a decline in the 
predictable future (circa 1950?); and 
(b) the disequilibrium between natural 


1 The literature on the subject is unusually 
extensive. See, e.g., P. D. Phillips and G. L. 
Wood (Eds.), The Peopling of Australia, First 
Series, Melbourne, 1930; F. W. Eggleston and 
others (Eds.), Tke Peopling of Australia, 
Further Studies, Melbourne, 1933; G. V. 
Portus (Ed.), What the Census Reveals, Ade- 
laide, 1936; W. G. K. Duncan and C. V. Janes 
(Eds.), The Future of Immigration into Aus- 
tralia and New Zealand, Sydney, 1937. 
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resources and population at existing 
levels. Those who are attempting to 
formulate public policy are, therefore, 
concerned on the one hand to stay the 
prospective decline in the resident popu- 
lation, and on the other hand to devise 
measures for bringing in immigrants. 
In neither line is much concrete success 
being achieved. 

As in the case of the United States, 
the population history of Australia is 
part and parcel of the history of the ex- 
pansion of the Australian economy, and 
it in turn is intimately related to the 
condition of the world market for pri- 
mary products as conditioned, in the 
Australian instance, by transportation 
technology, the results of experimental 
efforts in agriculture, land-use policies, 
tariff policy designed to support local 
industrial development, and so on. As 
long as all these factors, and others not 
named but which played an incidental 


- part, were operative in a dynamic fash- 


ion, the population of Australia rose and 
was, barring the effects of temporary 
economic depressions, integrally ab- 
sorbed into the economic structure of 
the country. 

The unemployment problem was 
never a heavy burden on the Austral- 
ian governments until the great depres- 
sion began in Australia in 1928. The 
truth of this observation is ratified 
in a symbolic fashion by the fact that 
no state established unemployment in- 
surance until 1925, when it was intro- 
duced in Queensland. In general, the 
Australian governments met the unem- 
ployment problem by a combination of 
subsistence allowances and work relief. 
Queensland still remains, even since the 
depression experience, the only Aus- 
tralian governmental unit that has un- 
employment insurance—a fact explica- 
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ble on political grounds and general 
optimism as to the future. 

As the nation emerged from the great 
depression, partly as a result of an up- 
ward turn in world market conditions 
and partly as a result of the intricate 
deflation-inflation policy followed by the 
Federal Government with reasonably 
complete state co-operation,? the unem- 
ployed were absorbed into productive 
economic occupations in large measure. 
Nevertheless, as an aftermath of the de- 
pression, Australia today has the oner- 
ous set of problems associated with the 
“hard core” of unemployment in all 
countries: continuing need for subsist- 
ence and work relief, youth unemploy- 
ment, and so forth. Other than the in- 
evitable absorption occasioned by a rise 
in general activity, the most marked and 
continuous rise in employment oppor- 
tunities came in secondary industry. 
Australia is one of those agricultural 
countries which experienced a decided 
rise in industrial activity during the de- 
pression and postdepression years. But 
the rise in industrial employment op- 
portunities must be seen in its social 
context to be understood. 

For one thing, a phase of the deflation 
program of the Federal authorities dur- 
ing the depression was the reduction of 
the quantity of loan money available for 
developmental public works, this policy 
bringing to a fairly abrupt halt what 
had been a fruitful avenue of employ- 
ment in Australia since the eighteen- 
seventies. This was accomplished in 
large measure through the financial 
powers granted to the Federal Govern- 
ment under the Loan Council arrange- 
ments by which outstanding loans were 
pooled and the contracting of new loans 
put under the Council’s control. While 


2See E. R. Walker, Australia in the World 
Depression, London, 1933; D. B. Copland, 
Australia in the World Crisis, New York, 
1934; and W. R. Maclaurin, Economic Plan- 
ning in Australia, 1937. 
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there was a rise in public works as gen- 
eral conditions improved, there has been 
no return to the free and easy borrow- 
ing for developmental works that char- 
acterized earlier years. The workers 
hitherto engaged on such projects have 
naturally been absorbed elsewhere, pre- 
sumably in some measure into manu- 
facturing or the body of permanently 
unemployed. 

Moreover, the yearly increments to 
the labor market have also to be ab- 
sorbed, and the continuing youth unem- 
ployment indicates the existence of a 
lag here. 

In short, while the rise in manufac- 
turing employment definitely eased the 
Australian problem, it did not solve it 
in full measure and certainly did not 
immediately create a position which 
would allow for the free admittance of 
masses of immigrants. In my view, this 
leads directly to the conclusion that 
while the Australian economy shows 
signs of making provision for the work- 
ers already resident in the country, 
barring the inevitable declines in em- 
ployment associated with adverse con- 
ditions in the world market, it does not 
at present give any clear economic justi- 
fication for the introduction of huge 
masses of immigrants. Those individ- 
uals and organizations which are com- 
mitted to the stimulation of immigration 
are having—inevitably—a most difficult 
time, and the arguments they usually 
present, being borrowed from the nine- 
teenth century, are disastrously coun- 
tered by the plain conditions obtaining 
in present-day Australia. Refugees must 
face this position. 


Tue AUSTRALIAN MARKETING 
PROBLEM 


Reference has been made to Aus- 
tralia’s relation to the world market 
with the implication that it has not, in 
late years, been a source of encourage- 
ment for further Australian develop- 
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ment.2 In this connection it should 
be recalled that the traditional pattern 
of development in the extra-European 
countries open to settlement by white 
peoples on an extensive scale was laid 
down by the United States. The other 
nations have tried with more or less suc- 
cess to follow that pattern. In sum- 
mary, the pattern is as follows: The 
basic development was extensive land 
settlement for grazing and agriculture, 
exploitation of mineral and forest re- 
sources, and so forth, with the idea of 
rapidly increasing the volume of pri- 
mary exports. It was believed that 
in this fashion the country would be 
opened up and conditions created for 
more intensive exploitation of resources. 
Later in the story, the tariff mechanism 
was introduced to stimulate the build- 
ing of secondary industries over and 
beyond those having natural shelter 
(because of bulk, perishability, or the 
distance of the local market from the 
source of overseas supply), with the idea 
of supplying more local employment and 
supplying local needs as well as giving 
a local market to the primary pro- 
ducers. This, however, implied no 
cessation of primary exports or rural 
development. The only country to 
carry this system to maturity is the 
United States, and the results are be- 
fore us. Australia finds herself in diffi- 
culties at a much earlier stage in the 
story. 

In Australia, technological and mana- 
gerial changes, and improvements in re- 
frigerated transport which allowed in- 
vasion of new production areas, have 
allowed a much more rapid expansion 
of primary production than the ability 
of the world market to absorb the pro- 
spective exports really warrants. For 


8 On this problem see D. B. Copland and 
C. V. Janes (Eds.), Australian Trade Policy: 
A Book of Documents, Sydney, 1937; Aus- 
tralian Marketing Problems: A Book of 
Documents, Sydney, 1938. 
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this reason Australia has had to resort 
to elaborate, intricate, and in some 
measure socially undesirable, control 
schemes to market her production as it 
stands today. Since the technological 
advances are still being made—intensi- 
fication is the watchword—productivity 
is still rising and will continue to rise 
even with a declining proportion of the 
population on the land, thus complicat- 
ing the difficulties faced in marketing 
the produce with any adequate return.* 
For this reason it seems logical to con- 
clude that while Australia can meet the 
problems posed on a temporary basis by 
marketing schemes and can contrive to 
keep her workpeople employed by ex- 
panding secondary industry, the old way 
to general advance of a kind which 
would warrant heavy immigration after 
the fashion of the United States in the 
nineteenth century is definitely blocked. 
To my mind, this accounts for the fact 
that while Australia is correctly de- 
scribed as an underdeveloped country, 
economic conditions of a character not 
easily controlled preclude much fur- 
ther development along traditional lines. 

We are thus faced with a parodox: 
The natural resources of Australia ê still 
outrun the capacity of the existing popu- 
lation to exploit them intensively, but 
the economic conditions obtaining are of 
such a character that the free develop- 
ment of the latent resources cannot be 
undertaken successfully, if success be 
measured by current economic criteria. 
With due attention to local circum- 
stances, this parodox could also be illus- 


40n the influence of technology and time 
on Australian development, see C. Hartley 
Grattan, “The Future in Australia,” The Aus- 
tralian Quarterly, Vol. X, No. 4 (Dec. 1938), 
pp. 7 ff. 

5 They are ordinarily much overestimated. 
No comprehensive discussion of them exists, 
but see Griffith Taylor, Australia: Physio- 
graphic and Economic, Oxford, 1925; H. L. 
Harris, Tke Economic Resources of Australia, 
Sydney, 1934. 
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trated with data from all the so-called 
underdeveloped countries. 


CoMPOSITION OF THE AUSTRALIAN 
PEOPLE 


The Australian people are predomi- 
nantly of British stock, and while there 
is considerable room for skepticism 
about the allegation that they are 98 
per cent British (or any other exact 
percentage), other than as to citizen- 
ship, there can be no question that, cul- 
turally speaking, a remarkable uni- 
formity has been characteristic all 
through Australian history. In times 
past the significant minority peoples 
have been Germans, Scandinavians, and 
Italians.* In recent years the princi- 
pal non-British immigrants have been 
Italians, Greeks, Poles, and Yugoslavs. 

While there is considerable heated dis- 
cussion of the non-English-speaking im- 
migrants, especially the Italians, not all 
of it to be characterized as exhibiting 
British tolerance, the problem is not of 
a character or size that it cannot be met 
with relative ease if approached calmly 
and without emotion. It is estimated 
that the foreign-born population of Aus- 
tralia in 1937 was 110,000, or under 2 
per cent, and of these, 50,000 had been 
naturalized. Much of the current diffi- 
culty arises from two facts: lack of ex- 
perience in dealing with non-English- 
speaking peoples and hence a slight 
intolerance of them, and the concentra- 
tion of such immigrants in certain areas 
(e.g, the sugar country in northern 
Queensland) and certain occupations 
(e.g. tropical and irrigation agricul- 
ture). 

By reflex from this lack of calm at- 
tention to what is admittedly a complex 


6 The only book on this subject is corrupted 
by Madison Grant anthropology. J. Lyng, 
Non-Britishers in Australia, Melbourne, 1927. 
There is room for a really scientific study of 
the non-Britishers in Australia, both historical 
and as of the present day. 
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problem, there is danger that the 
“White Australia” policy,’ under which 
black, brown, and yellow peoples are 
excluded, will become a “British Aus- 
tralia” policy, a line which will be ex- 
ceedingly difficult to defend. Thus far, 
however, the governmental authorities, 
the academicians, and the more re- 
sponsible journalistic spokesmen, have 
stood out against popular hysteria. A 
perceptive observer, fortified with evi- 
dence from responsible sources, can 
clearly see that non-English-speaking 
immigrants are being Australianized 
with reasonable rapidity, though natu- 
rally not so rapidly as immigrants to 
whom English is the mother tongue. 
On the other hand, it must not be over- 
looked that there are Australian na- 
tionalists who feel that even British 
immigrants require to be Australianized 
before being completely acceptable fel- 
low citizens. 

An important factor contributing to 
the making of the question of non- 
British immigrants so explosive today is 
the decline of emigration from Great 
Britain. The Australians would prefer 
to see what immigrants they can absorb 
come from that source, but they would 
probably view the coming of non-British 
immigrants in considerable numbers 
with complacency if they were decidedly 
outnumbered by the British newcomers. 
It is because the reverse is true today 
that an emphasis is placed upon the sig- 
nificance of the non-English-speaking 
arrivals, seemingly out of proportion 
with their numbers. The Australians 
fear the cumulative effect of the influx. 
Moreover, this fear is reinforced when 
it is borne in upon them that no con- 
siderable movement out of Great Britain 
is prospectively possible—a point which 
the experts have been making for some 
time and which was put before the 


7 For an explanation of this term, see Myra 
Willard, History of the White Australia Policy, 
Melbourne, 1923, 
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people in a dramatic fashion in June 
1938, when the Overseas Settlement 
Board of Great Britain rendered a re- 
port on the future of emigration. This 
report expressed concern at the popula- 
tion trends within the Empire, and. for 
the first time in history suggested that 
the Dominions seek for immigrants out- 
side the Empire, “preferably from coun- 
tries whose inhabitants are of the same 
stock as ourselves.” 


REFUGEES 


It is into the situation here outlined 
that one must calculate on introduc- 
ing refugees. It must immediately be 
frankly recognized that the prospects 
are not hopeful if it is mass emigration 
one wants to encourage. The Aus- 
tralian situation today is clearly of such 
a character that only a small, carefully 
selected group of refugees can hope to 
make a successful economic adjustment 
which, in Australian eyes, means integral 
absorption into the economic life of the 
nation. It is not desired to encourage 
either planned or unplanned “block” 
(or group) settlements by non-English- 
speaking peoples within Australia. This 
policy is plainly designed to prevent the 
development of closed groups of closely 


associated people whose life will be dis- ` 


sociated from that of the rest of the na- 
tion. Also by policy it is desired to pre- 
vent the appearance in Australia of 
groups living on the subsistence level by 
conscious plan. It is rather desired that 
the newcomers reach Australian stand- 
ards as rapidly as possible, for their own 
good and to avoid awkward competitive 
situations in the labor market. 
From the time that the Nazis took 
over Austria, Australians of prestige 
have been advocating the introduction 
into the country of refugees possessed 
of special skills. For example, the Syd- 
ney Morning Herald (one of the most 
influential papers in Australia) on Au- 
gust 18, 1938 said: “Australia, in par- 
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ticular, having arrived at the stage 
where, as Professor Allan Fisher has de- 
clared, the time is ripe for development 
of new secondary and tertiary indus- 
tries, stands to gain from migrants with 
technical skills of the kind possessed by 
many refugees.” This line has been: 
consistently followed, and when, on De- 
cember 1, 1938, the Commonwealth 
Government finally announced a policy, 
it took the following form: 


The Commonwealth Government today 
fixed the migration quota for refugees at 
15,000 in the next three years. Only per- 
sons who will not disturb existing labour 
conditions will be admitted. 

Special consideration will be given to 
individuals who have capital and experi- 
ence necessary to establish and develop in- 
dustries which have not already been highly 
developed. 

Permits will be granted strictly in ac- 
cordance with the Government’s general 
white alien migration policy. 

The Government believes that an indis- 
pensable factor in the assimilation of the 
refugees is the establishment of some or- 
ganization to assist migrants after they ar- 
rive. It will grant some financial assist- 
ance to help the establishment of such an 
organization. 

The quota that has been fixed will mean 
that there will be some increase, but not a 
great increase, in the rate at which permits 
have been issued to refugees in the last six 
months. The Government’s decision which 
was made at a Cabinet meeting late last 
night, was announced in the House of Rep- 
resentatives this afternoon by the Minister 
for the Interior, Mr. McEwen. 

The leader of the Opposition, Mr. Curtin 
indicated that the Labour Party favoured 
the policy of receiving Jewish refugees, and 
said the quota fixed by the Government 
appeared to be a reasonable one.® 


Next day the Herald commented, 
“|. . the ill wind of Nazi tyranny may 
blow this country good by providing her 
with those fresh resources of skill, in- 

8 Sydney Morning Herald, Dec. 2, 1938. 
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telligence, character, and culture em- 
bodied in the expatriates of Europe.” 
In the light of Australian and world 
economic conditions, the two facets of 
the current position, it cannot be alleged 
that the Australians are following a 


dog-in-the-manger policy in the matter 
of immigrants, whether refugees or not. 
Rather it must be frankly admitted that 
their policy is dictated to them by the 
economic predicament in which they 
find themselves. 


C. Hartley Grattan has been a free-lance contribu- 
tor to national magazines since 1924. He has written 
many books, including Why We Fought (1929), The 
Three Jameses: A Family of Minds (1932), and 
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in 1927 and spent 1937 and 1938 there on a grant 
from the Carnegie Corporation. 


Refugee Settlement in Latin America 


By SAMUEL Guy INMAN 


UST as in the past America has been 
looked upon as a “happy hunting 
ground” of the foreign investor, it is at 
times thought to be the land of open 
opportunity for the refugee. Here are, 
it is true, great new lands with many 
opportunities. But for the foreign 
settler—as the foreign investor has al- 
ready learned-—there are many difficul- 
ties involved. In spite of much room 
for and great need of increased popula- 
tion, it has recently become highly ques- 
tionable how much special consideration 
refugees may receive from Latin Ameri- 
can governments. The last few years 
have seen a reaction against immigra- 
tion in Latin America, due to unemploy- 
ment conditions. There has been a 
tendency to imitate the United States in 
severely limiting the entrance of those 
who might take work from nationals. 
This article endeavors to describe cer- 
tain attitudes of Latin American coun- 
tries to race and immigration, to explain 
some of the economic and political con- 
ditions which the settler encounters, to 
draw from some of the experiences of 
the author in a trip to Latin America 
three years ago in representation of the 
League of Nations High Commission for 
German Refugees, and, finally, to set 
down a few general conclusions. 


OBSTACLES TO IMMIGRATION 


There are four chief difficulties in the 
way of immigration in Latin America. 
One is the system of great landed estates 
prevalent in most Latin American coun- 
tries. In some cases one can travel for 
days within the limits of a single estate. 
With an income from these large estates 
sufficient to keep absentee landlords in 
luxury in the cities, there is little incen- 
tive for intensive development of the 
lands. The immigrant can find a place 
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only as a day laborer, or at best may be- 
come, precariously, a renter. This is no 
doubt a principal reason why more than 
two million of the immigrants who have 
gone to Argentina during the last sev- 
enty years have returned to their homes. 
Similar landed estates exist in practi- 
cally every other Latin American coun- 
try. Mexico is the only one that has 
taken serious measures to break them 
up. This was not done to draw out- 
siders, however, but to provide better 
livelihood for her own people. In fact, 
Mexico is one of the very few Latin 
American countries with little interest in 
attracting outsiders; she prefers to con- 
centrate her attention on bettering the 
position of her own citizens. 

Another detriment to immigration has 
been the recurrence of revolutions in 
most of the Latin American countries. 
These upheavals disturb the peace and 
result in the destruction of social life 
and progress, especially in less densely 
populated areas. They also mean the 
risk of having the new government re- 
fuse to abide by the assurances of the 
old one. 

A third difficulty is the lack of edu- 
cational facilities in‘ many new terri- 
tories; for Latin America has given little 
attention to rural education. Mexico is 
now leading in this direction, but at the 
present rate of development it will take 
years to make any deep impression on 
the mass of her population. 

A fourth obstacle to be overcome by 
the immigrant is the lack in most of 
these countries of good titles to land 
holdings. Often legal procedures for ac- 
quiring permanent titles are not clear, 
nor do the titles always prove to be 
permanent. 

A fifth difficulty has recently arisen 
due both to Nazi influence and to exces- 
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sive nationalism: a changing of govern- 
ment attitude, which at first seemed to 
encourage the coming of settlers, but 
now, because of local protests, refuses to 
admit them. (Latin American govern- 
ments are not peculiar in this respect, 
as was shown by the recent recall, by 
the United States, of the visa of John 
Strachy’s passport.) 


TYPES OF IMMIGRANTS 


The traditional attitude of all Latin 
American countries is to welcome immi- 
gration and to frown on any kind of 
racial distinction. In South America, 
Italian immigrants exceed in numbers 
those of any other nationality. Buenos 
Aires has become a greater Italian city 
than Rome. Brazil has more than two 
million people of Italian descent; more 
than a million in the state of São Paulo 
alone. The Italian population is easily 
assimilable. The Spaniards, of course, 
are found in all these lands in large pro- 
portions excepting in Brazil, where the 
Portuguese form the basis. Spaniards 
and Portuguese still continue to come. 
The Germans form strong groups 
throughout the continent and are still 
increasing in numbers. Their dominant 
group in the three southern states of 
Brazil is variously estimated at from 
one-half to three-quarters of a million. 
About one hundred thousand live in 
Argentina. 

The English, the Scotch, and the Irish 
form comparatively small groups but 
are very influential. In the early rec- 
ords of the struggle for independence 
from Spain, the Nelsons, the Edwardses, 
the O’Higginses, and many similar names 
appear frequently. Today, among rail- 
way, banking, and business interests 
many leaders are of British descent. 
The “word of an Englishman” is equiva- 
lent to our “word of honor.” 

Poles, Russians, and people of the 
Balkans are scattered through sections 
of Eastern South America. The Japa- 
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nese are particularly strong in Brazil 
and in Peru. Chinese are found chiefly 
in Mexico, Peru, Panama, and Cuba. 
There are between 160,000 and 180,000 
Mohammedans from the Near East and 
India in South America, 30,000 of 
whom are in central Brazil and the 
Amazon Basin. 


NAZISM AND SOUTH AMERICA 


That Latin America will have diff- 
culty in maintaining its doctrine of race 
equality is illustrated by the tremendous 
efforts made to extend into South Amer- 
ica the Hitler conception of races. This 
propaganda has entered South America 
through the embassies, legations, and 
consulates of Germany. 

Clubs, schools, and commercial or- 
ganizations conducted by German colo- 
nies or influenced by them have been 
rent in twain by the struggle between 
Hitlerites and anti-Hitlerites for their 
control. The Swastika flag is flown 
above the ‘German schools, clubs, and 
cultural societies, and every German 
ship seen in South American harbors 
displays it. Many newspapers, new and 
old, are conducted under the sign of the 
Swastika. 

This development of Nazism is bring- 
ing to South America a persecution of 
the Jews, who hitherto have enjoyed, 
with only a few minor exceptions, the 
same display of fraternity as have other 
races. There are 293,474 Jews in South 
America and 16,000 in Mexico. By far 
the largest Jewish group is found in 
Argentina, numbering 225,000, thus 
making the country the world’s twelfth 
in Jewish population. 

During the last few years the Nazis 
in Argentina have carried on a cam- 
paign of bombing and of breaking up 
Jewish and Socialist meetings which has 
aroused much anger. Three small re- 
actionary dailies published in Buenos 
Aires defend the conservative govern- 
ment and preach hatred of the Jews as 
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dangerous radicals and commercial com- 
petitors. 

There are about 40,000 Jews in 
Brazil, some 30,000 of them having ar- 
rived since the World War. They are 
mostly in the cities of Rio de Janeiro 
and São Paulo, except for the colonies 
established in Rio Grande do Sul by the 
Jewish Colonization Society. German 
sources in Brazil arouse considerable op- 
position to the Jews, in spite of the pro- 
test of leading Brazilians. In Uruguay 
the 5,000 Jews are practically all found 
in the city of Montevideo, where promi- 
nent citizens speak with pride of the 
commercial and residential districts 
where Jews enjoy the liberties and so- 
cial privileges which Uruguay is ac- 
customed to offer to all its residents. 
In Chile there are reported to be 2,200 
and in Peru fewer than 1,000. In Co- 
lombia, where there are some 8,000, the 
district of Antioquia ‘is famous for its 
early Jewish settlers and has given 
these inhabitants a name for being the 
keenest merchants in the whole coun- 
try. In Guatemala some of the best- 
known -economic leaders are: German 
Jews. 

Government officials of the leading 
Latin American countries, in response 
to inquiries made by the author, agreed 
that Jewish refugees from: Germany 
would be welcome if they were finan- 
cially backed as colonists able to settle 
on the land. There would be room also 
for a few industrial experts who could 
improve the technique of small fac- 
tories, railroads, and agricultural and 
other economic interests. 

In the present world-wide agitation 
over the question of race, it is particu- 
larly regrettable that foreign countries 
should desire to transfer their own 
prejudices to Latin America as Ger- 
many has done, and, as must be ad- 
mitted, as has also been done by the 
United States, which has often im- 
planted its prejudice against the Ne- 
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groes in Puerto Rico, Cuba, and other 
Caribbean areas. One can only hope 
that the intellectuals will be able to 
maintain that attitude of respect for 
every personality which has ever been 
one of the glories of Ibero-Americans. 


COLONIAL VENTURES 


Remnants of ‘recent colonizing ven- 
tures, begun in high enthusiasm but 
gradually fading into failure, are found 
in many parts of Latin America. 

Many of the colonization movements 
were real estate ventures. In Peru, the 
period' of dictatorship of Leguia was 
noted for these schemes, one of which 
brought a large number of tenement 
dwellers from Glasgow and Edinburgh 
who remained around Lima and Callao 
until they almost starved, and then 
went back home'as best they could. A 
more ambitious scheme, which caught a 
great number of innocent investors, was 
announced by a North American con- 
cern which claimed to have a concession 
of twelve and ‘a half 'million acres, and 
a contract to build a railway from the 
Pacific Ocean to the Amazon. 

One of the outstanding ironies of his- 
tory is the trick that ‘fate played on the 
Mennonites who, as extreme pacifists, 
were looking around the world to find a 
place where they could be sure they 
would not be bothered by war. They 
picked out the heart of South America, 
the Chaco of Paraguay, and made the 
long trek from the cold prairies of west- 
ern Canada and Russia to the tropical 
plains of Paraguay. Their coming was 
heralded as comparable to the movement 
of the Pilgrim Fathers aboard the “May- 
flower.” But a few years after they had 
settled in the heart of the Chaco, Bolivia 


_ claimed that territory, and they found 


themselves on the edge of no man’s land 
where Bolivia and Paraguay were fight- 
ing. 

The Boers of South Africa started a 
colony at Chubut in southern Argentina 
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after the Boer War, but it has dwindled 
until it now numbers only about eight 
hundred, many members having moved 
to the city of Buenos Aires or to other 
industrial centers. This does not seem 
to bear out the impression so strangely 
in the imagination of many foreigners, 
of the charm and remarkable possibili- 
ties of that region. 

The Waldensian colony in Uruguay is 
notable for the fine quality of citizen- 
ship it has contributed to that republic. 
The first of the Protestants came from 
their homes in the Italian mountains in 
1856. The colony now numbers about 
twelve thousand, having furnished some 
of the most distinguished members of 
the secular professions and the Protes- 
tant ministry in Uruguay. 

The Jewish Colonization Association 
of Argentina, with headquarters in Paris, 
started, some thirty years ago, a stream 
of Jewish colonists into northern Argen- 
tina, and a smaller number into southern 
Brazil. An announcement of the ‘asso- 
ciation states: 


After thirty years’ experience in Canada, 
Poland, Palestine, etc., we have become 
convinced that Israelites receive in no 
other part of the world the hospitable wel- 
come and the promising results from their 
work that they receive in South America. 
The association secured about 314,274 
acres of arable land in that country and has 
a total property of about one and a half 
million acres.. 


The association is endeavoring to se- 
cure good land near industrial centers 
where colonists can work for wages and 
also cultivate truck gardens to supply 
the nearby communities. But at pres- 
ent this program is greatly limited. 


OPPORTUNITIES FOR SCHOLARS, TECH- 
NICIANS, AND PROFESSIONAL 
MEN 


In recent efforts to improve educa- 
tion, Latin American governments are 
realizing the necessity of a more scien- 
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tific attitude toward their problems. 
Especially in the Departments of Agri- 
culture, one often notes feverish ‘activi- 
ties directed toward fundamental reor- 
ganization of the economic life of the 
country. All of this brings a clear 
realization of the need for technical ex- 
perts. Then there are a large number 
of semigovernmental and private labora- 
tories and manufacturing plants which 
find themselves, as they progress, in 
greater need of the advice of chemists 
and various other kinds of technicians. 
While Latin American countries have 
depended largely upon the export of 
one or more crops and in turn have 
bought from others all their manufac- 
tured articles, they are now making 
every endeavor to become self-sufficient 
by diversifying and intensifying their 
crops and by manufacturing goods to 
meet their needs. 

A part of this new movement is also 
found in the branch factories established 
in those countries by the large corpora- 
tions from the United States and Eu- 
rope, which means that there is a grow- 
ing necessity for technicians who can 
develop these institutions. The almost 
universal laws throughout Latin Amer- 
ica that compel the employment of from 
50 to 90 per cent of nationals in every 
position emphasizes the place of the 
foreign teacher in preparing nationals 
not only for education but also for other 
of these semiscientific positions. 

It would no doubt be very unwise, if 
it were possible, to secure entrance into 
any single community of a large bloc of 
intellectuals from among the exiled 
scholars or from any other foreign 
group; experience of foreign educational 


‘missions in the past has fully demon- 


strated this. Yet one cannot help feel- 
ing that because of the present awaken- 
ing there is special opportunity for 
foreign scientific, research, and tech- 
nical men. 

Concerning opportunities for profes- 
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sional men, such as physicians, lawyers, 
and engineers, practically none have 
been discovered. One of the great prob- 
lems which every Hispanic American 
university is facing is the overproduc- 
tion of these professionals, especially the 
first two. In the east coast countries of 
South America and Mexico one may say 
that it is impossible for physicians or 
lawyers to secure permission to practice 
their profession. In one case out of a 
thousand, some exceptional situation 
may allow one to slip in or to do his 
work under the cover of partnership 
with a national. 

There are opportunities here and 
there for medical men to teach, or to 
work in ‘laboratories or in hospitals. 
A few physicians are practicing in coun- 
try districts where there are no other 
doctors and the authorities pay no at- 
tention to diplomas. But great as is 
the need for finding places for refu- 
gee physicians and lawyers, one must 
frankly state that there is practically 
no hope for such. This is the more dis- 
appointing because in the interior of all 
Latin American countries the number of 
physicians is exceedingly small and in 
no way compares with the health needs 
of the country sections. 


More LIKELY REGIONS FOR 
SETTLEMENT 


What are some of the most likely 
places for new settlers? All Latin 
American countries have rich unoc- 
cupied land. But many conditions 
make it difficult for refugees or other 
newcomers—immense private land hold- 
ings, isolation from markets and educa- 
tional facilities, lack of sanitation, re- 
ligious prejudice, excessive nationalism, 
and political instability. 


Brazil 


Brazil comes first among the coun- 
tries needing settlement because of her 
vast land resources. Since she became 
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an independent nation in 1822, her great 
need has been for man power to de- 
velop those resources. The population 
of Brazil in 1936 was estimated at 44,- 
900,000. At the beginning of the last 
century it was less than 4,000,000. 
Brazil has doubled her population about 
every thirty years. 

The government has, until very re- 
cently, attempted by several means to 
attract immigration, and the arrival of 
an extraordinary variety of races has 
been the result of a studied policy in- 
augurated by the Empire and continu- 
ing to the present time. Brazil is now 
making probably the most interesting 
experiment in race mixture of any na- 
tion in the world. She is deliberately 
setting out to absorb by miscegenation 
all peoples within her borders, which in- 
clude at one extreme a large number of 
Negroes who came as slaves from Af- 
rica, and at the other an increasing num- 
ber of Japanese who total at present 
about 250,000. 

The Japanese immigration, a devel- 
opment of the last thirty years, has 
assumed larger proportions recently. 
Since European dictators desire to keep 
their population at home for military 
reasons, the Japanese are one of the 
few sources of the supply needed by 
Brazilian agriculturists. The state of 
Sao Paulo alone demands sixty thou- 
sand farm laborers a year, and it has 
learned that Japanese are good hands. 

Figures published by the Brazilian 
Government total the number of immi- 
grants received from 1820 to 1931 at 
4,546,869. According to nationality 
they are composed of the following ele- 
ments: Italians, 1,492,879; Portuguese, 
1,350,027; Spaniards, 588,311; Ger- 
mans, 209,923; Russians, 112,465; 
Japanese, 106,276; Austrians, 92,108; 
Turks, 82,595; all others, 512,285. 

This stream of immigration from 
every quarter of the globe has dwindled 
in the last few years and threatens to 
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come to a halt for the time being at 
least. Owing to the world-wide depres- 
sion, Brazil, in common with other coun- 
tries, has been compelled to check the 
influx of foreigners. In 1931 the num- 
ber that entered was only 31,410, which, 
with the exception of the first years of 
the war, is lower than that of any previ- 
ous year since 1880. 

The Nationalists won a complete vic- 
tory for their exclusionist policy in the 
federal constitution promulgated July 
16, 1934. The unqualified authority of 
the federal government over all matters 
relating to immigration is asserted, 
“with the possibility of prohibition, 
total, or in relation to origin” (Article 
5, XIXg). Immigration is to be lim- 
ited on a basis which will give the neces- 
sary guarantees of “ethnic integration 
and the physical and civil capacity of 
the immigrant.” The most important 
provision is the fixing of future national 
quotas: “the immigratory flow from 
each country may not ... exceed an- 
nually the limit of 2 per cent on the 
total number of the respective nationals 
permanently settled in Brazil during the 
last fifty years” (Article 121, section 6). 
More drastic still are the limitations 
placed on the practice of professions. 

There can be little doubt that despite 
temporary setbacks, immigration to 
Brazil will continue to increase. With 
its vast stretches of fertile soil capable 
of supporting a dense population, Brazil 
must necessarily attract the peoples of 
overcrowded Europe and the Orient. 
Its population, which has a density of 
less than 14 per square mile, can be 
trebled before approaching that of the 
United States with 41 per square mile. 
To reach that of England, with its more 
than 600 persons per square mile, Brazil 
would have to have a population of 
about two billion—more than the total 
number of the world’s present popula- 
tion. Brazil, resembling in territory 
and economic resources the United 
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States more closely than does any other 
Latin American country, will also fol- 
low more closely than its neighbors our 
economic history—the conquest of the 
west with large immigration which in 
turn may encourage industrialization. 


Colombia 


Colombia is the next largest country 
that is awake to the problem of develop- 
ing its great untouched resources. It 
is third largest in population of the 
South American states, a recent esti- 
mate recording nearly 9,000,000 popu- 
lation. Political conditions appear sta- 
ble, and growing economic power seems 
assured. A survey recently made in 
connection with a plan to settle a small 
group of Christian refugees from Ger- 
many shows that there is plenty of land 
and theoretically a very friendly atti- 
tude expressed by the government. In 
many respects Colombia would seem to 
offer one of the best opportunities for 
immigrants. But when it comes ac- 
tually to finding the conditions accep- 
table to both the refugee and the local 
community, difficulties arise. 

Colombia issued a decree in Decem- 
ber 1931 limiting to a quota of ten each, 
immigration from Bulgaria, China, 
Greece, India, Russia, and various coun- 
tries from the Near East. There are 
no quota limitations on other nations. 
A presidential decree of May 1935 made 
special provision for entrance of Ger- 
man and other refugees without pass- 
ports. 


Peru 


Peru has not had an accurate census 
for a long time; its population is about 
6,000,000. Japanese and Chinese im- 
migrants came to Peru in the middle of 
the last century to work on the coastal 
plantations, and since that time immi- 
gration has decreased. At present, 
however, Japanese infiuence is markedly 
on the increase. The regular trips of 
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the Japanese liners always bring addi- 
tions to the colony. The finest new 
school in Lima is Japanese. The col- 
ony is well organized and it is reported 
to contain 20,000 well-trained military 
men. The barber business is only one 
line of trade that is being dominated by 
the Nipponese. Of Peru’s population, 
less than 10 per cent are pure white, 
and about 60 per cent are pure Indian. 

Peru is in the midst of a road-build- 
ing program which is opening up hith- 
erto inaccessible agricultural riches. 
The attitude of Peruvians toward for- 
eigners is sympathetic. Uninhabited 
land is available. But political condi- 
tions are notably insecure. The present 
conservative government is closely al- 
lied with the State Church and with 
certain fascist influences, and is there- 
fore opposed by a strong radical group, 
the Apristas. Political conditions thus 
make the future uncertain for anyone 
contemplating making his home in Peru. 


Chile 


Chile’s population has been station- 
ary for a long time, and unless it is 
increased by strong new elements, the 
country may slip back from its place 
of leadership. Chileans are a hearty 
race, largely composed of a mixture of 
Spaniards and Indians; the pure In- 
dians number today about 100,000. In 
1920, the date of the last complete cen- 
sus, Chile had 45,763 foreigners out of 
a population of about 4,000,000. 

A socially minded government, with 
plans for breaking up the landed estates 
which now occupy most of the good 
land, is being considered. All parts of 
the country are easily accessible to the 
sea, and the climate is temperate. Only 
the populous central section, however, 
offers advantages to settlers. 

In March 1939 Chile announced 
plans for receiving a number of refugees, 
but definitely stated that they must set- 
tle the land and not go to the cities, and 
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that they would be expected to become 
Chilean citizens. 


Ecuador 


Ecuador has plenty of vacant land 
both on the tropical coast and in the 
mountainous highlands. Road building, 
exceedingly expensive, has hardly been 
begun. The failure of a recent plan 
which involved the settlement of fifty 
thousand Jews on about a million acres 
of land shows the great difficulties in- 
volved in settling in wild regions remote 
from roads and markets. 


Venezuela 


Venezuela, since the death of the ty- 
rant Gómez, is entering a new period of 
order. Foreigners are usually well re- 
ceived. The much heralded road pro- 
gram still leaves much to be desired. 
Up to the present, this country has re- 
ceived fewer foreign settlers than almost 
any other South American land. But 
there are extensive Zanos—plains—rich 
and ready for occupation, if political 
and economic problems can be solved. 


Costa Rica and the Dominican Republic 


_ Smaller Caribbean countries like 
Costa Rica and the Dominican Repub- 
lic offer advantages to groups of immi- 
grants in being accessible to the outside 
world, since the sea is near and roads 
and shipping service are fairly good. 

Costa Rica is a progressive country 
with a very small amount of illiteracy, 
and 95 per cent of the people are whites. 
According to a recent law, every immi- 
grant must possess at least 1,000 colons 
or its equivalent. The chief executive 
is empowered to refuse admission or 
order the deportation of any alien 
deemed undesirable. This latter au- 
thority is granted to most of the execu- 
tives of Latin American countries by 
their constitutions. A few Japanese 
have recently been admitted into Costa 

Rica to initiate the raising of cotton. 
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On January 26, 1932, the Dominican 
Congress passed a law making it neces- 
sary for all immigrants to secure per- 
mission of the Department of the In- 
terior before they enter the country. 
Some similar temporary restrictions 
have been put in force in almost all 
the southern countries. These restric- 
tions are changed from time to time. 
A few cases are cited here only as ex- 
amples of present tendencies. The 
present Dominican Government seems 
to have a very liberal attitude toward 
Jewish and other groups. 

By citing the above countries as 
likely regions for settlement, one is only 
trying to make a little more concrete 
this difficult and involved question. 
Not by any means does this article in- 
tend to create the impression that other 
countries might not offer even better 
prospects if negotiations were begun, 
for all have much vacant land, and 
practically all, with the exception of 
Mexico, have at least a theoretical de- 
sire for foreign colonists. 


THE SITUATION IN SOME OTHER 
COUNTRIES 
Argentina 


Argentina during the last seventy- 
five years has admitted 5,740,000 im- 
migrants. Italians and Spaniards have 
constituted 79.6 per cent of the total. 
But about half of them have returned 
to their native lands—the so-called 
golondrina or “swallow”? migration, 
coming and going with the jobs for 
harvesting. 

In spite of the declaration of the 
Argentine constitution that the country 
is open to all people, government offi- 
cials have recently contrived restric- 
` tions which have pretty well closed the 
gates to immigrants. The theory still 
prevails even among some of the “lib- 
erals” that Argentina must continue to 
be a country of vast estates in which 
the workers have no part except as the 
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law of supply and demand relates them 
to a laborer’s job. Here is a tremen- 
dous area of 2,951,000 square kilome- 
ters with only 13,000,000 people. Out- 
side the great city of Buenos Aires, 
with a fifth of the country’s population. 
there are great unoccupied plains, like 
those of Texas or Australia. If “to 
govern is to populate,” as one of Ar- 
gentina’s famous citizens said, that 
country has a long way to go to develop 
a satisfactory situation. But refugees 
or other immigrants find many diff- 
culties in efforts to enter this attractive 
land. 


Central American republics 


The five republics of Central America, 
with a population of about 6,000,000, 
are largely mestizo (“Ladino” is the lo- 
cal term). The foreign colonies are 
small, the Germans in Guatemala being 
largest. Over half the population of 
Guatemala is pure-blooded Indian. 

In Honduras the press has been de- 
manding reform of the immigration law 
to prevent the entrance of so many 
Poles and Czechoslovaks “who take 
work away from us.” The law requires 
that 80 per cent of workers be nationals. 

Panama passed a decree on November 
30, 1931 preventing the entrance of all 
immigrants not traveling first class, ex- 
ceptions being made of scientists and 
students. 

Bolivia 

Bolivia, with an estimated population 
of 3,000,000, is overwhelmingly Indian 
and has received very few immigrants 
from European countries. The official 
estimate in 1929 divided the population 
into 1,586,650 Indians, 962,000 mestizos, 
and 426,200 whites. Several recently 
projected immigration schemes have 
been failures. 


Paraguay 
Paraguay claims 1,000,000 inhabit- 
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ants, a liberal estimate. Considerable 
effort has been made to secure colonies 
of foreigners, but these have not usu- 
ally been successful. The Chaco War 
has awakened greater interest in the 
problem of increasing the population, 
and the government is now making ef- 
forts to secure European, Canadian, and 
Japanese immigrants. 


Uruguay 


Uruguay now claims a population ap- 
proaching 2,000,000. It has been more 
largely influenced by immigration than 
any other Latin American country. 
Foreigners have been allowed to become 
Uruguayans without renouncing their 
original nationality. Progressive atti- 
tudes have recently received a definite 
setback which limits the hopes of refu- 
gees. 


Mexico 


According to the 1930 census, Mexico 
had a population of 16,550,742, with 
only 154,757 foreigners—12,275 from 
the United ‘States. There are fewer 
foreigners in Mexico now than before 
the revolution of 1910. 

Immigration restrictions are exceed- 
ingly finely drawn. Mexico announces 
that she still welcomes men willing to 
help in the development of her vast re- 
sources—those who desire to become a 
part of the nation and not merely to live 
from the efforts of others. There have 
been recent outbreaks against Chinese 
and Jewish immigrants. The Chinese 
on the west coast were subjected to most 
inhumane treatment, large numbers 
being killed in the course of a deliberate 
‘drive to eliminate them from the eco- 
nomic field. 

An immigration law which went into 
effect February 17, 1934 aims to pro- 
tect the laboring and small merchant 
classes. It prohibits the entrance of 
“laboring immigrants,” that is, those 
who enter the country expecting to 
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work for wages, and demands that 90 
per cent of the employees of industrial 
establishments shall be natives. On the 
other hand, technical men, professors 
whose entry is requested by recognized 
seats of learning, artists, professional 
sportsmen, traveling salesmen, and those 
going to occupy responsible positions 
are still free to enter the country for 
one year. 

The restrictions against foreign cleri- 
cals are stringent, no foreigner being 
permitted to enter the country with the 
intention of preaching or acting in any 
religious capacity. Most of the for- 
merly numerous ordained Protestant 
missionaries from the United States 
have retired from Mexico, and hundreds 
of Roman Catholic clergy have gone to 
the Belgian Congo, Europe, South 
America, and other lands. 

Investors wishing to make Mexico 
their permanent home must have a 
capital of at least 20,000 pesos to be 
devoted to the development of an in- 
dustrial or agricultural enterprise, but 
in no case will they be admitted when 
they propose to devote this capital to a 
purely commercial business. ‘These re- 
strictions were laid down because there 
is an excess of merchants and traders on 
the one hand and a shortage of indus- 
trial and agricultural workers on the 
other. The low cost of living during re- 
cent years has drawn a considerable 
number of people from the Near East 
and the Far East, many of whom, lack- 
ing economic and moral solvency, have 
developed into a plague of peddlers and 
small merchants. Thus economic com- 
petition often becomes the source of 
demonstrations against such foreign 
groups, usually classed together as 
“Jews.” Nazi agents are always ready 
to take advantage of such situations. 

The Mexican Government, however, 


. is now considering the admission of a 


few hundred refugees during the next 
year, especially from Loyalist Spain. 
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ADAPTABILITY REQUIRED 


It is becoming increasingly evident 
that Latin America, in spite of its great 
open spaces and logical reasoning about 
the duty of democracies toward the 
persecuted, takes about the same atti- 
tude of resistance to any “dumping of 
refugees” that is taken by the rest of 
the world. Individual refugees have 
found admittance in considerable num- 
ber in the last few years. They will 
continue to do so as long as they can 
guarantee the respective governments 
that they are not likely to become pub- 
lic charges. But if any considerable 
number are to find places, they will 
have to abandon the hope of fitting into 
the more or less comfortable sociable 
life of the cities and begin to regard the 
job as one of pioneering. If they are 
willing to undertake the settlement of 
the great unoccupied spaces, overcoming 
the hardships of frontier life as did 
the early settlers traveling in covered 
wagons in the United States and South 
Africa, a challenging adventure awaits 
them. But for large groups of refugees 
either to crowd into industrial centers 
and fight to overcome their competitors 
or to agree to go on farms and then 
rapidly drift into the towns, will only 
give rise to racial prejudices, boycotts, 
and other -limitations unbearable for all 
concerned.: 

The governments of Latin America 
are not altogether to blame for their 
recently developed restrictions on im- 
migration. Various schemes for col- 
onization have been badly planned and 
executed. - Rivalries between those en- 
-deavoring to help -the refugees-as well 
as between the refugees themselves have 
too often explained the failure of an 
enterprise. Naïve schemes by well- 
intentioned people who lack knowledge 


of conditions of the proposed site for, 


settlement and of the economic and 
spiritual conditions of the proposed set- 
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tlers, are other explanations of failure. 
Refusal of the newcomers to adapt 
themselves to new conditions often 
arouses opposition. The professor who 
loves laboratory and research work, yet 
when these are absent, throws himself 
into teaching, the former manufacturer 
of clothing who is willing to start a 
little dry cleaning business, the former 
lawyer or engineer who initiates some 
activity much needed in the community, 
and above all the man who has left the 
allurements of the city and struck out 
as a truck farmer, a poultry raiser, or 
a producer of superior fruit or wheat— 
he is the refugee that one finds to have 
succeeded. 


PLANNING NEEDED 


This writer is convinced that, if the 
placing of refugees has become a long- 
time job loaded on the philanthropically 
inclined people of the democracies, the 
task of getting Latin America to take 
its share—not as a charity but as a help 
to its own economic and cultural life— 
requires certain fundamental planning. 
First, the field should be studied and 
opportunities discovered. When spe- 
cial openings are found, refugees, if not 
already prepared, should be trained for 
this field. This applies especially to 
training for agriculture. Well-prepared 
farmers and practical students of soils 
and of marketing, and others who ac- 
tually have worked in the dirt and made 
it produce, will find a welcome in most 
countries of South America. 

A constant, quiet study will also re- 
veal special opportunities like the fol- 
lowing: A South American government 
is just now making a wholesale-effort to 
attract tourists. One of its activities is 
building some fifty hotels all over the 
country. It needs trained managers, 
maitres d'hôtel, and other helpers. The 
proposed agency could arrange for ref- 
ugees to supply such a need, even train- 
ing the people if necessary. 
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A most important caution, however, 
is for such undertakings to be carried 
out quietly. Publicity has killed many 
a good scheme to aid refugees. A com- 
munity may stand to be greatly bene- 
fited by the entrance of new man power; 
there may be no workers to take the 
proposed positions; but a lot of talk in 
the newspapers about the “coming of 
foreigners” is likely to stop the whole 
enterprise. Various plans for Jewish 
immigrants have been wrecked in re- 
cent months by exaggerated publicity, 
which led the native population to pro- 
test at what mistakenly appeared as an 
overwhelming invasion of their eco- 
nomic security. 

If there were a way of cataloguing the 
present schemes for settling refugees in 
Latin America, along with those that 
have been planned and failed during the 
last decade, the total would no doubt 
be legion. If there could be developed 
some systematic and scientific way of 
studying the problem from past expe- 
rience, and of co-ordinating present ef- 
forts, much greater results would be 
attained. 


A “MADE To ORDER” COMMUNITY 


There is one plan which has often 
appealed to the author’s imagination as 
he has traveled over many of these rich, 
unoccupied sections. Such a plan 
would require large capital and a genius 
for organization; but modern philan- 
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thropy and science might find here a 
great challenge. Take a great part of 
the interior of Brazil, Venezuela, Colom- 
bia, or some other suitable section; 
move in with modern machinery and 
medicine; clear off the land, drain the 
swamps, bridge the streams; build set- 
tlements, initiate farming, cattle raising, 
and industrial activities. Let hardy 
refugees themselves, on the principle so 
successfully carried out in recent rural 
Mexican education, be important par- 
ticipants in the enterprise. 

The remarkable accomplishments of 
Henry Ford in building a modern in- 
dustrial community away up in the in- 
terior of Brazil in the Amazon jungle 
shows the possibility of such a dream. 
Having secured the concession of six 
million acres of land from the Brazilian 
Government, he ordered his engineers 
and health experts to clear the jungle 
and prepare the way for a great new 
rubber plantation and factory. Among 
the equipment he sent was a perfectly 
furnished hospital ship, which sailed 
from Detroit down the St. Lawrence 
and carried a complete medical service 
six hundred miles up the Amazon to the 
new “made to order” community. 

It may be that the refugee problem 
has become so large and seemingly so 
insoluble that William James’s ideal of a 
moral equivalent for war could be found 
in certain major undertakings along 
broad lines as suggested above. 
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The Economics of an Imprisoned World—A Brief 
for the Removal of Immigration Restrictions 


By BERNHARD OSTROLENK 


O OVERCOME scarcity, want, and 

poverty, it is no longer necessary to 
struggle with the niggardliness of na- 
ture; man-made scarcity today makes 
for poverty. Scientific achievements 
have developed world resources in 
abundance for all peoples. Transporta- 
tion and communication bring goods, 
raw and manufactured, to all who have 
need for them and the intelligence to 
use them. An abundance of bread is 
produced to feed a world; of cotton to 
clothe a world; and of metals, timber, 
and construction material to house a 
world. 

But the new-found generosity of na- 
ture is being churlishly turned into 
scarcity by the way men think and act. 
Peoples have shut themselves into areas 
which they call nations. There they 
have developed a habit of approval of 
one another and of shouting impreca- 
tions at peoples across the line. They 
have built trade walls around themselves 
to prevent goods and capital and people 
from coming in and going out. Some 
prevent only the inflow of goods, but 
that has the same effect as preventing 
the outflow of goods, because when the 
“foreigners” across the border have no 
way of selling their goods to the nation, 
they cannot acquire the purchasing 
power with which to buy. The same 
applies to the movement of people. 
The people within the national bound- 
ary tell one another that they are 
superior to those across the boundary. 
The hapless “alien” in their midst is 
shunned and subjected to social, eco- 
nomic, and political discrimination in 
most countries, and robbed, imprisoned, 
insulted, and abused in the totalitarian 
states. 


BARRIERS TO PEOPLE, GOODS, AND 
CAPITAL 


People cannot migrate because na- 
tions have become prisons by prohibit- 
ing inflow or exit of people. Goods can- 
not be exchanged because of import 
restrictions, quotas, tariffs, and exchange 
restrictions. Capital cannot flow into 
undeveloped regions because of ex- 
change registrictions, stabilization pro- 
grams, and confiscation of foreign capi- 
tal. By turning nations into feudal 
hamlets, economic advantages, made 
possible because of geographic division 
of labor and because of differences in 
resources, climate, skill, and genius of 
peoples, are being destroyed. 

In one form or another virtually every 
nation in the world has enacted legisla- 
tion looking toward national isolation, 
and suffers correspondingly from the 
waste that the policy entails. Ameri- 
cans who gloomily survey the interna- 
tional scene may well contemplate the 
important role played by the United 
States in bringing about world-wide na-: 
tional isolation. After the World War, 
when America’s new international posi- 
tion as a creditor nation demanded a 
turn to cosmopolitan policies, the United 
States turned isolationist by successively 
enacting progressively higher tariff bar- 
riers and rigid immigration restriction. 

The peak in economic restrictive 
measures seems now to have been 
passed. Recent tariff reciprocity agree- 
ments have lowered some economic bar- 
riers and have permitted resumption of 
a considerable volume of international 
exchange of goods. On the whole, the 
country has become aware of the eco- 
nomic fallacy of a high tariff, and there 
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is every evidence that the progressive 
lowering of tariff barriers will meet with 
widespread popular approval. The 
Vice-Presidential candidate on the last 
Republican ticket recently gave his un- 
equivocal approval to policies looking 
toward lower tariffs and freer interna- 
tional trade. 


IMMIGRATION CREEDS AND NATIONAL 
CAGES 


No such retreat appears on the ho- 
rizon with respect to our immigration 
policy. The immigration problem, 
though basically economic and scientific, 
is complicated today with emotional and 
propaganda-disturbed questions of race, 
democracy, and nationalism, that have 
no scientific standing. Race has been 
dealt with by anthropologists who have 
effectively demolished popular confu- 
sions on race questions and certainly 
the concept of racial superierity. 
Abundant social studies are available to 
show that the immigrant is not a threat 
to American institutions and that so- 
called subversive political and economic 
ideas cannot be kept away by exclud- 
ing immigrants, The nationalistic pride 
in a homogeneous and like-minded 
people constitutes a cultural lag from 
mercantilistic thinking and finds little 
support in academic circles. 

But the fixed attitudes that foreign- 
ers who are now pressing for admittance 
are inferior to those who settled the 
country before the World War (a notion 
held even by the offspring of the same 
native stock), that subversive ideas are 
of foreign origin and that dealings with 
the foreigner are somehow evil, make the 
task of persuading the country to adopt 
a more cosmopolitan attitude formidable 
if not almost hopeless. Unsound as 
these habit patterns may be, and impor- 
tant as it may appear that they be fully 
discussed, they are outside the province 
of the writer and he prefers to leave 
their subjects to the respective scientists, 
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better qualified to deal with them. In 
this discussion we are primarily inter- 
ested in examining the economics of im- 
migration restriction, that is, the effect 
of immigration on employment, wages, 
industrial activity, markets for our 
goods, especially agricultural commodi- 
ties, and general well-being. 

One may here object that the term 
“national prison,” while applicable to 
those countries that permit neither emi- 
gration nor immigration, is not appli- 
cable to the United States where emi- 
gration is still the privilege of the 
American resident. But when a large 
number of countries limit or prohibit 
immigration, the effect of such foreign 
restriction is the same as imprisoning 
our nationals here. They can go no- 
where because they can be admitted no- 
where. The same thing applies in re- 
verse. Our restriction of immigration 
has the general effect of imprisoning 
peoples in other countries to the extent 
that we become a party to the world- 
wide immigration restriction movement. 

In effect, then, international migra- 
tion of people has somewhat the same 
basic postulates as underlie the inter- 
national flow of goods. It is now well 
understood that we cannot sell unless 
we buy. Similarly, when a world of na- 
tions puts up immigration barriers, there 
are created ifso facto emigration bar- 
riers. 

American people may not particularly 
deplore the idea that for good or ill 
they are compelled to stay in the United 
States; yet to the extent that an out- 
ward movement is cut off to places 
where economics or inclination call some 
of our population to make a living, it is 
a genuine restriction of liberty of move- 
ment, not much different from that ex- 
perienced by the imprisoned nationals 
of totalitarian states. This is brought 
home by the present plight of minori- 
ties who have fled political, racial, or 
religious persecution, who find the doors 
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of every country closed to them and 
who are landless nomads in an inhos- 
pitable world. 


IMMIGRATION AND UNEMPLOYMENT 


Does immigration restriction lower or 
abolish unemployment? Organized la- 
bor has always contended that restric- 
tion of immigration will bring about a 
scarcity of labor, hence will reduce un- 
employment and will bring about high 
scarcity wages. Organized labor here 
adheres to an outmoded classical eco- 
nomics. It is merely an extension of 
the Malthusian doctrine into the wage- 
fund theory. It implies that there is a 
limited number of jobs, and conse- 
quently the more workers, the fewer 
jobs per worker. Its logical outcome is 
that the present unemployment problem 
could be best solved by doing away with 
the twelve million unemployed, thus 
bringing workers and jobs into theoreti- 
cal balance. 

The theory has no basis in fact. The 
number of jobs is not fixed by a rigid 
formula, but depends upon a large num- 
ber of economic and cultural variables, 
such as distribution of income, standard 
of living of consuming groups, cost of 
production of necessities, and the de- 
velopment of technical advances, ac- 
cumulation of capital, and scientific 
agriculture in proportion to the labor 
market. One important factor making 
for relatively more jobs is population 
growth. It can be shown that in large 
part the present depression is the conse- 
quence of the cessation of population 
growth. Our heavy goods industries 
were geared in part to a rising standard 
of living and in part to a growing popu- 
lation. When, because of birth control 
and immigration restriction, population 
ceased to grow, stagnation in our heavy 
goods, especially the construction indus- 
try, progressively paralyzed all industry. 

Careful examination of the evidence 
further weakens the wage-fund concept 
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of the relation of immigration to jobs. 
After a quarter of a century during 
which there has been relatively little 
immigration, in part because of the 
World War and in part because of 
severe immigration restriction, we are 
today confronted with the largest un- 
employment in the history of the coun- 
try. Restriction of immigration has not 
prevented the present unemployment. 

Suppose we compare the twenty-year 
period (1890-1910) just preceding the 
restriction era, during which we ad- 
mitted the largest number of immigrants 
(12,500,000), with any similar period in 
the history of the country. Did this 
large immigration make for unemploy- 
ment? 

Instead of being a period of unem- 
ployment, the period showed an in- 
crease in the number of gainfully em- 
ployed by 15,000,000 (from 23,300,000 
to 38,200,000). While population in- 
creased 46 per cent (from 63,000,000 to 
92,000,000), the number gainfully em- 
ployed increased 63 per cent. During 
that period the production of coal in 
the United States more than trebled— 
from 140,000,000 to 448,000,000 tons— 
a delicate indicator of the trifold ex- 
pansion of American industry. Steel 
production, another basic industrial 
commodity, increased sevenfold (from 
3,400,000 to 24,000,000 long tons); 
copper quadrupled (from 101,000 to 
448,000 tons); American railway ton- 
nage nearly trebled (from 77,000,000,- 
000 to 219,000,000,000 tons); and bank 
clearings trebled (from $58,000,000,000 
to $169,000,000,000). 

It is not intended to imply here that 
this advance in industrial activity for 
the twenty-year period was altogether 
the consequence of a heavy immigration. 
The influx of immigrants did contribute 
to the rise in industrial activity, and the 
figures at least show that immigration 
did not decrease the number of jobs or 
make for unemployment. It is to be 
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remembered that at the outset of that 
period our frontier had definitely disap- 
peared, that the immigrants settled 
mostly in urban communities, and that 
they had pursued nonagricultural ac- 
tivities in Europe. In sum, we find con- 
ditions during the years 1890-1910 that 
are likely to be repeated should we 
again permit immigration on a larger 
scale. 


IMMIGRATION AND AGRICULTURE 


How was the farmer affected by this 
large influx of immigrants? The Ameri- 
can farmer had been dependent on the 
European market to take a large pro- 
portion of the agricultural commodities 
‘ grown on the land hastily developed 
after the Civil War. Growth of our 
urban immigrant population freed him 
from European markets by creating a 
domestic demand for farm products. It 
provided farmers with an opportunity to 
adjust production to domestic needs, 
without the A.A.A. or benefit of any 
government aid. Exports of wheat 
dropped almost 50 per cent (from 200,- 
000,000 bushels, the five-year average 
before 1900, to 105,000,000 bushels, the 
five-year average after 1910), sympto- 
matic of what had happened to other 
agricultural commodities. This drop in 
exports was not because of Europe’s 
unwillingness to take wheat, but be- 
cause the home market proved more ab- 
sorptive. In 1900 we were exporting 36 
per cent of the wheat crop; in 1910 ex- 
ports had dropped to 11.2 per cent of 
the crop. 

Farm prices of wheat advanced 27 
per cent (from a five-year average of 
64 cents a bushel before 1900 to a five- 
year average of 87.4 cents after 1909, 
not including the World War year of 
1914). Farm prices of cotton advanced 
66 per cent (from 7.3 cents to 12.2 cents 
per pound). Wholesale prices of hogs 
advanced 56 per cent (from $4.50 to 
$7.06 per hundredweight). The esti- 
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mated value of farm products advanced 
254 per cent (from $2,400,000,000 in 
1889 to $8,500,000,000 in 1909). 

The era is often referred to by agri- 
cultural economists as the “golden age” 
of American agriculture, when farm in- 
come was steadily advancing and costs 
were being lowered; when agricultural 
education was making for widespread 
use of soil-building crops, the introduc- 
tion of crop rotation, the qualitative 
and quantitative improvement of live 
stock, and improvement in farm homes, 
rural education, and rural life. To be 
sure, this period was also characterized 
by internal migration from the farms to 
the cities. This development consti- 
tuted a healthy readjustment to the ad- 
vantages offered by urban vocations, as 
well as responding to the need for fewer 
people on the farm because of the wider 
use of farm machinery and of techno- 
logical improvements in farming. 

Obviously, then, the influx of immi- 
grants helped the farmer in so far as it 
helped industrial activity in general. 
It created the conditions which provided 
a domestic outlet for surplus farm popu- 
lation as well as for surplus crops, and 
greatly raised the standard of living on 
the farms. A similar percentage growth 
of population during. the next twenty 
years in the United States, accompanied 
by an appropriate expansion of indus- 
trial activity, would virtually solve our 
apparently insoluble agrarian problem 
and again make the American farmer 
independent of the European market. 

Such industrial growth and develop- 
ment is not beyond probability. Re- 
covery from our nationalistic adventure 
is beginning to show itself. Realign- 
ments in purchasing power promise ex- 
pansion of our domestic market, the 
greatest free trade area in the world. 
There is hope that this great free trade 
area will be expanded through joint 
agreements with democratic countries; 
there is stirring the inventiveness of our 
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people to revive the heavy industries by 
giving us better low-cost housing. If 
we wisely consolidate these stimulants 
to recovery by further freeing the flow 
of goods and people, the next two 
decades may well outrival the “golden 
age” in genuine progress. 

More than any other group in Amer- 
ica, the farmer has suffered from our 
tariff and immigration policies, and more 
than any other group he stands to gain 
by a policy that will permit a free flow 
of goods and people. 

Economists have repeatedly demon- 
strated that an increase in population 
lifts agricultural prices because of the 
law of increasing cost in agriculture, and 
increases prosperity because of the law 
of decreasing costs in industrial produc- 
tion. As long as there is surplus food, 
an increasing population adds to the 
prosperity of the land. To quote only 
one of our great economists: 


An increase of population accompanied 
by an equal increase in the material sources 
of enjoyment and aids to production is 
likely to lead to a more than proportionate 
increase in the aggregate income of all 
kinds; provided firstly, an adequate supply 
of raw produce can be obtained without 
great difficulty and secondly there is no 
such overcrowding as causes physical and 
moral vigor to be impaired by the want of 
fresh air and light and of healthy and joy- 
ous recreation for the young.+ 


IMMIGRATION AND WAGES 


Does immigration lower wages? Here 
again we deal with widespread miscon- 
ceptions of what makes for high wages. 
Wages are set by a complex group of 
factors in which the “demand and sup- 
ply” factor for and of workers is of 
minor importance. If a superabundance 
of available labor is responsible for low 
wages, then how explain the phenome- 
non of the present depression with an 
alleged unemployment of some twelve 

1 Alfred Marshall, Principles, p. 321. 
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million or more, and yet wages, mone- 
tary and real, steadily advancing? Or, 
if scarcity of labor makes for high wages, 
then the farmer who is really pressed 
for help and always feels its scarcity 
should be paying high wages. As a 
matter of fact, wages for farm workers 
are among the lowest among all classes 
of labor in the United States. 

Obviously, then, the “supply and de- 
mand” theory does not explain wages. 
Other factors appear to be far more de- 
cisive in setting wages. Some of them 
are custom, the going wage, ability to 
bargain, the standard of living needed 
to perform the work, and attitudes of 
government and of consumers and of 
competitors. An even more compelling 
cause for higher wages in the United 
States is the general efficiency of pro- 
ductive factors and the emergence of 
an influential institution forcing a wider 
distribution of goods. Development of 
a wider domestic market, in part by 
higher wages, is a foremost concern of 
business, labor, and political leaders. 
A widespread economic arrangement is 
being forced on to the country by our 
economics of overhead costs and mass 
production which is intended to bring 
into the consuming orbit a considerably 
larger proportion of our population. 
Heads of large corporations, such as 
automobile, steel, oil, manufacturing, 
and others, are talking of their markets 
in terms of employment and wages. 
Not only industry but also the impor- 
tant problems before the Government 
are discussed today in the same terms. 
The public works program, Federal job- 
making programs, labor relations, social 
security, and hesitancy to lower the tax 
base or enact sales taxes may be classed 
as programs for wider distribution of 
goods, 

Therefore, the mere fact that immi- 
grants are coming here has little or 
nothing to do with wage levels. Other 
factors are more important. In fact, it 
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can be shown that highest wages are to- 
day being paid in those industries that 
have had a heavy influx of immigrants. 
Take the bituminous coal industry. 
Roughly, two large regions produce this 
coal—one centered in West Virginia and 
the other in Pennsylvania. The West 
Virginia region has a virtually 100 per 


cent native labor force, and the Pennsyl- ` 


vania mines are manned almost wholly 
by immigrants. The wages, as is well 
known to every student of the subject, 
are higher in Pennsylvania. 

Or take the garment workers in New 
York City. Sweatshops, slum living, 
low wages, consumption-breeding work- 
ing conditions, and cutthroat compe- 
tition prevailed in the industry almost 
from its founding in 1800. No group 
of immigrants ever arrived on a less 
promising industrial scene than did the 
Jewish immigrants skilled in the needle 
trade when they began coming to the 
United States after 1890 and continued 
crowding into the garment industry. 

A miraculous change has taken place 
in the last thirty years. Working con- 
ditions have improved; the industry has 
shifted from a filthy and congested dis- 
trict to a modern garment center with 
adequate working conditions; wages 
have been raised; the immigrant gar- 
ment workers who at one time were 
housed in the “lung districts” of the 
New York ghettos are now probably the 
best-housed workers in the land. The 
rows of homes in Brooklyn, in the 
Bronx, and on Long Island, although in 
no way appealing to housing aesthetes, 
certainly are superior from the stand- 
point of equipment, space, light, and 
other factors, to most workers’ homes 
elsewhere. 

One might continue to cite similar de- 
velopments in industries affected by im- 
migration. It can be shown that such 
occupations as farm labor, little sought 
by immigrants of the period, were then 
and are today among the lowest-paid. 
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It would be difficult to establish that 
immigration made for low wages, and on 
the contrary it can be shown that many 
industrial groups of workers benefited in 
wages because of immigration. 


PROTECTION OF GOODS VERSUS 
PROTECTION OF LABOR 


That American labor needs protection 
from foreign labor by immigration re- 
striction has as little basis as a similar 
argument for the protection of domestic 
from foreign goods. Now that we are 
becoming aware of the uneconomic na- 
ture of tariff protection, it should be 
made clear that every economic argu- 
ment against a tariff also holds good 
against immigration restriction. When 
we sell abroad an automobile, a type- 
writer, or electric equipment, we are 
really selling labor. The junk value of 
these commodities measures the amount 
of raw steel, copper, rubber, or cotton 
which we are selling, and even these in 
large part represent labor. Similarly, 


‘when an English suit is sold in the 


United States for say $50 to $75, with 
the exception of the value of the few 
pounds of wool and cotton, probably not 
much more than $2, the bulk of the 
value is labor. Hence, when we export 
and import goods we are exporting and 
importing labor. If it is sound eco- 
nomics to permit labor in the form of 
goods to travel back and forth between 
countries, as is now conceded by the en- 
actment of reciprocity policies, it would 
appear similarly sound to permit a free 
flow of labor as labor. 

Our exports in 1938 consisted mostly 
of manufactured articles, including auto- 
mobiles, trucks, tractors, buses, electri- 
cal equipment and appliances, typewrit- 
ers, cash registers, and other office 
appliances, sewing machines, farm ma- 
chinery, construction machinery, and 
manufacturing machinery. Labor is the 
most important cost in the production 
of this class of goods. This, then, means 
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that our labor undersold foreign labor in 
the latter’s own markets. American- 
made automobiles sell cheaper in Eng- 
land than automobiles produced in Eng- 
land with its own alleged cheap labor. 
Our labor undersold other labor wher- 
ever our goods were sold. Hence, our 
labor, in so far as it competes at all, 
competes with all labor, whether that 
labor happens to be in Italy, Sweden, 
or New York City. 

‘That competition does not mean lower 
wages. To the American wage earner, 
any laborer with high productive ca- 
pacity and a high standard of living is 
an asset because he is a consumer and 
a producer. It makes no difference 
whether that labor is in foreign coun- 
tries or here. If a laborer can improve 
his productive capacity and his standard 
of living by migrating to the United 
States, the American wage earner is 
benefited by a rise in real wages be- 
cause of the worker’s greater produc- 
tion and consumption. 


IMMIGRATION BEHAVIORISM 


The reader may wonder what all this 
leads to. Even if employment, wages, 
and agricultural and industrial activity 
are favorably affected by immigration, 
is it seriously proposed to lower immi- 
gration bars in face of conditions in the 
United States and Europe? Would not 
such action lead to wholesale exodus 
from Europe and add to the number of 
unemployed and to the number of pub- 
lic charges? 

The author categorically would coun- 
sel for ultimate free flow of people and 
an immediate sharp lowering of immi- 
gration bars. It is to be regretted that 
this discussion is taking place when a 
most abnormal situation exists in Europe 
and in the United States that makes ex- 
tremely difficult discussion of the sub- 
ject without bias. 

Let us assume that by some miracle 
sound economics triumphed over preju- 
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dices and Congress repealed all legisla- 
tion on immigration restriction except 
such as should be applied to criminals, 
paupers, and diseased. What would 
happen? If economic history is a guide 
at all, the net effect would be no serious 
immigration at this time. From 1930 
to 1934, instead of having a net immi- 
gration we had a net emigration of 
134,000 people. Though the immigra- 
tion quota permitted 153,774 persons to 
enter annually, the actual number that 
came in were 35,576 in 1932; 23,068 in 
1933; and 29,470 in 1934. If we count 
also the emigrants, we have a net mi- 
gration from the United States of 67,791 
in 1932; 57,013 in 1933; and 10,301 in 
1934. 

The 1907 experience is another illus- 
tration of depression migration. Net 
immigration declined 69,000 per month 
from July 1 to October 31, 1907, until 
it reached a loss of 14,000 per month 
from December 1, 1907 to August 31, 
1908; then there was a rise to 113,000 
per month during March and April 
1909. The rise, fall, and recovery of 
immigration coincided with similar 
movements of industrial activity dur- 
ing the period. It proves that when 
there are no jobs, no immigrants will 
come. 

At present, a lowering of immigration 
barriers would bring no great migration 
from Great Britain, France, or the 
Scandinavian countries, because the 
economic situation in those countries is 
as good as or better than in the United 
States. Most of the Balkan countries, 
Russia, Italy, and Germany do not per- 
mit their nationals to emigrate. The 
only kind of immigration that we might 
have in large numbers would be immi- 
grants who come in spite of economic 
disadvantages and emigration restric- 
tions—those who are subjected to po- 
litical, religious, and racial disabilities 
at home. In short, we might have con- 
siderable refugee immigration. 
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REFUGEE IMMIGRATION 


But this type of immigration must be 
sharply distinguished from the normal 
type that comes in. For example, in 
1848 such a refugee immigration came 
from Germany, when between 1,000,000 
and 2,000,000 German people fled to 
the United States from the mailed fist 
of Prussian autocracy that was then be- 
ginning to cast its shadow over the 
civilized world. The immigrants com- 
ing at that time were not laborers seek- 
ing jobs; they were entrepreneurs, 
making jobs. There was no free land at 
that period. Free land did not come 
until 1862. The beneficent influence of 
those immigrants in industry, commerce, 
and agriculture was felt for several 
decades after their arrival. 

The same type of immigrants arriv- 
ing today would not be a job-seeking 
element. They would be entrepreneurs, 
with manufacturing and merchandising 
abilities, who would develop the chemi- 
cal, electrical, and other industries, or 
open international trade avenues with 
which they are familiar. Many immi- 
grants might bring capital, but even 
though coming without capital, it is im- 
portant to note that their training and 
psychology equips them for job-making 
rather than for competition with Ameri- 
cans for jobs. This type of immigrant 
might help to bridge us over the present 
unemployment crisis. 
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A most important contribution to 
world recovery has been made by the 
distinguished American Secretary of 
State, Mr. Cordell Hull, through his in- 
ternational reciprocal agreements in- 
tended to lower tariff barriers. These 
partially unencumbered facilities for a 
freer flow of goods have already show- 
ered wholesome benefits on an entire 
world, Scores of countries wholly out- 
side the orbit of the direct trade pacts 
have felt their invigorating effects. A 
barricaded world needs to open further 
its international streets and highways to 
permit people and goods and capital to 
flow freely in response to productive 
forces. 

Should America succeed in reversing 
the policy of immigration ‘restriction, 
now rampant the world over, as has al- 
ready been partially done with the 
tariff, such action would give a power- 
ful stimulus to American recovery. In 
our present nationalistic atmosphere of 
“minding our own business” and “letting 
the foreigners stew in their own broth,” 
one is almost embarrassed to say it, but 
such action would re-energize a world 


‘sick and dying from paralysis of move- 


ment and would help to heal sores that 
are bleeding peoples into the madness 
of another world war catastrophe. Such 
a reversal would hearten liberalism and 
democracy the world over and would 
point the road away from the morass of 
autarchy. 
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and of the governmental committees; (3) 
situations in certain countries of refugee; 
and (4) conclusions. The analysis in Sec- 
tion 1 is subdivided into nationality groups 
including Greek, Bulgarian, Turkish, Arme- 


nian, Assyrian, Russian, Italian, German, 
Spanish, and Portuguese refugees. Section 
3 is likewise broken down into countries, 
and the particular refugee problems of 
each are summarized: France, Yugoslavia, 
Czechoslovakia, Germany, Greece, Syria 
and the Lebanon, Palestine, the Far East- 
ern countries, and the United States. 

The author’s conclusions are cautiously 
drawn. He states that there are as many 
“solutions” as there are refugees, since each 
is an individual and must be treated as 
such. He does, however, review the pro- 
posed solutions: repatriation, absorption, 
and colonization. For the first he holds out 
little hope in the present order of an in- 
creasingly closed economy. The third may 
aid a very limited number, but the author 
does not believe that group colonization can 
ever be possible on a large enough scale to 
make any significant contribution to the 
solution of the larger problem. The only 
real hope of final solution lies in the sec- 
ond method: legal, political, economic, and 
cultural absorption. Temporary means 
must be found to meet recurrent emergen- 
cies, but the basic goal of all organizational 
activities should be to procure the absorp- 
tion of the refugee in his country of refuge. 

The book of Mr. Fields falls into three 
divisions. In the first he presents the gen- 
eral aspects of the problem of the postwar 
immigrant, emphasizing his assimilation 
into American life. Unfortunately Mr. 
Fields fails to indicate that major prob- 
lems still exist and that the interim solution 
is not in assimilation but in cultural plu- 
ralism—not in renouncing the immigrants’ 
own culture, but in weaving it into the 
total cultural pattern of American life. 

In the second part of the book, the au- 
thor presents the number and distribution 
of the refugees from Russia, Germany, the 
Ukraine, Greece, and Armenia, with a cur- 
sory summary of each of the last three, 
and only two pages devoted to “Other Ref- 
ugee Groups.” He includes the names of a 
few who have made outstanding contribu- 
tions to America, but apparently fails to 
recognize that-even at the present time the 
professional refugee represents less than 5 
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per cent of the total immigration and that 
the crux of the problem lies in the need of 
finding occupational adjustment for the 
nonprofessional refugee. 

The author is at his best when he leaves 
the ground much more adequately covered 
by other writers and describes without 
analysis the social agencies that help the 
immigrant, financial aid to refugees, and 
immigration legislation. The appendices 
give interesting detailed data on entrance 
and distribution of refugees from 1933 to 
1937, but the bibliography includes too 
many magazine references (almost always 
of only temporary significance) and some 
wholly irrelevant material, and omits many 
of the basic works in this field. 

The problem of the refugee in the United 
States is of increasing importance. There 
is real need for a serious study that will 
bring together the various researches al- 
ready available, analyze the present situ- 
ation, indicate basic trends, and seek to 
point the way to possible solutions. Un- 
fortunately Mr. Fields’s book, unlike that 
of Sir John Hope Simpson, lacks the judi- 
cious quality so essential to a significant 
presentation of this most serious problem 
of our time. 

Francis J. BROWN 

New York University 


GRZESINSKI, ALBERT C, Inside Germany. 
Pp. 374. New York: E. P. Dutton & 
Co., Inc., 1939. $3.50. 

Albert Grzesinski, rising from the ranks 
of the metal workers’ unions to important 
posts of leadership in the Weimar Repub- 
lic, including the Prussian Ministry of the 
Interior, tells in this personal document an 
incident of blighted liberal promise in the 
history of Germany. As Police President 
of Berlin when the National Socialist Party 
conquered the state, Grzesinski had the 
front trench position at a time when “Ger- 
man democracy resembled a rabbit para- 
lyzed by fright and unable to escape its 
threatened vivisection.” 

The story ends at page 178 with the 
exile of the author. From that point the 
personal story ceases, and the remaining 
pages give a lucid and illuminating over- 
view of the process, the structure, the func- 
tion, and the ideology of the Third Reich. 
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Grzesinski’s rise from the ranks of labor 
to political power was typical of the epic 
of the Republic. Among the causes con- 
tributing to the demise of the Republic; as 
seen by the author now in retrospect (and 
let it be said to his credit that he was 
aware of many of the evils at the time and 
outspoken in his criticism of them), were 
the following: 

1. “The cowardice and contemptible be- 
havior of the German republican news- 
papers—blind to the increasing danger”; 

2, The aloofness of the middle classes, 
reluctant to join the workers following the 
proclamation of the Republic by Scheide- 
mann; 

3. The tolerance shown by the social 
democratic leaders toward their enemies; 

4. The task of solving the difficult prob- 
lems of reconstruction without an expe- 
rienced and dependable administrative per- 
sonnel; 

5. The lavish efforts of the “Masters of 
Russia” to conquer Germany for Bolshe- 
vism ; 

6. The failure of the SPD to carry cut 
its program of socialization, largely for 
reasons beyond its control; 

7. The inability of the “majority of 
German people . . . to accept their demo- 
cratic responsibilities” and their habit of 
evading critical issues; 

8. The behavior of the Reichswehr, “the 
mysterious political sphinx,” “a state within 
a state”; 

9. A lack of experience in the revolu- 
tionary process, where it is always neces- 
sary to be vigorously dogmatic, to man of- 
fices with trusted comrades, and to reform 
ideologies with an emotional tonic; 

10. The friction between Prussia and the 
Reich and the blocking of constructive 
action by the vested interests and the 
Junkers; 

11. The failure to recognize the neces- 
sity of militant dominance of the executive 
power in reconstruction; 

12. The political and psychological error 
of voting funds for the construction of 
Cruiser A, the first battleship of postwar 
Germany ; 

13. The failure of the “representatives 
and spokesmen of the democratic regime” 
to protect the new state against the “slan- 
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derous attacks upon its symbols and insti- 
tutions”; 

14. The liberalism of the government 
which enabled Dr. Goebbels to say: “Our 
enemies furnished us with parliamentary 
and democratic means which enabled us to 
overthrow them. It was their own choice”; 

15. Hindenburg, “a thorough narrow- 
minded militarist . . . without initiative... 
curt, abrupt,” with an infinite capacity “to 
bear a grudge.” It is the opinion of Grze- 
sinski that Hindenburg’s election to the 
presidency in 1925 was the turning point 
in Germany’s postwar democratic history. 

Grzesinski’s analysis raises the question 
as to whether the historical, economic, po- 
litical, and cultural settings were adequate 
for Germany’s experiment in democracy. 
Whether the nation was ripe for it or not, 


Grzesinski’s story of the years of the ex- ` 


periment with what, if it had been suc- 
cessful, would have been a contribution to 
stable peace is a redeeming incident in the 
political history of Central Europe. 

Although the book is written from a 
point of view, it exhibits no acrimony or 
prejudice, and is as up-to-date as the Sude- 
ten episode. The liberal values which are 
fundamental in the labor movement, both 
in economics and in politics, are ably dem- 
onstrated. Grzesinski’s text has been well 
translated by Lipschitz. 

PAuL F. Douciass 
House of Representatives, 
Montpelier, Vermont 


ABEL, THEODORE. Why Hitler Came into 
Power, Pp. xi, 323. New York: Pren- 
tice-Hall, Inc., 1938. $2.75. 

This extremely interesting and significant 
book is an attempt to explain, on the basis 
of six hundred life history documents, why 
Hitler came to power. An introduction de- 
scribes the ingenious method of collecting 
case histories with the aid of a widely ad- 
vertised prize contest. The author is well 
aware of the pitfalls in his method, but 
makes an effective argument for the sig- 
nificance of his materials. The first part 
of the book is concerned with the historical 
background of the Hitler movement. The 
revolution, the Versailles Treaty, and the 
counterrevolution are dealt with, also the 
organization and activities of the Nazi 
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party. The .second part is analytical in 
nature and contains the sociological core 
of the book. The third part presents the 
detailed life-history documents of six of 
Hitler’s followers. The book concludes 
with an appendix giving the chronology of 
the Hitler movement and further statisti- 
cal data concerning the sample. There is 
also an adequate index. 

The thesis of the book, as presented in 
Part II, is that Hitler came to power be- 
cause of (1) discontent, (2) the particular 
flexible ideology and program of the Nazis, 
(3) the Nazi organizational and promo- 
tional technique, and (4) the presence of 
charismatic (mystic) leadership. Abel han- 
dies gingerly the ticklish problem of causa- 
tion. He warns against unilateral cau- 
sation, assures us that his terms are mere 
abstractions, and insists that the historical 
setting together with the total causative 
pattern must be taken into account. He 
concludes his own interpretation with an 
acute critical discussion of psychoanalytic 
and Marxian interpretations as set forth by 
Schuman and Strachey. 

While cautious handling of the causation 
problem commands respect, one suspects 
that Abel does not carry his position to its 
logical conclusion. Perhaps the final an- 
swer to why Hitler came to power would 
be a comprehensive historical study which 
synthesized the insights provided by soci- 
ology, economics, psychology, and even 
anthropology. Granting the causative fac- 
tors stressed by Abel, a slightly different 
turn of events during the critical months 
of 1932 might have kept Hitler from 
power. Had Von Schleicher been more 
resolute or influenced more strongly, the 
tide might have been turned. 

One cannot but wonder whether the book 
is an inductive study based on case his- 
tories, or an excellent sociological and 
historical analysis made more vivid and 
plausible by case histories used as illustra- 
tions. Would the account have differed 
greatly had the life-history documents 
never been collected? In some respects, 
the case for discontent as a causative fac- 
tor is weakened by the steady employment 
of the informants. The explanation prob- 
ably lies in a selection process affecting the 
sample. Steadily employed Nazis might 
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be more likely to undertake competition in 
an essay contest. The effect of discontent 
is better demonstrated by Abel’s figures on 
the spectacular rise in the Nazi vote with 
increase in unemployment in 1930. 

The book has many virtues. The author 
will doubtless be attacked in these hysteri- 
cal times for his impartiality. From the 
viewpoint of the sociologist, that is an 
achievement. The effective application of 
the life-history document to explanation of 
historical processes is a valuable meth- 
odological contribution. From limited 
first-hand observation, the reviewer would 
regard the cases as fairly typical. New in- 
sight is provided into a movement that has 
grave implications for the entire world. 

Finally, the book, if it has the wide read- 
ing which it deserves, will tend to humanize 
the individual Nazi, who for most Ameri- 
cans is a stereotype de-humanized by prop- 
aganda. 

CLIFFORD KIRKPATRICK 

University of Minnesota 


KIRKPATRICK, CLIFFORD, Nazi Germany: 
Its Women and Family Life. Pp. 353. 
Indianapolis: Bobbs-Merrill Co., 1938. 
$3.00. 

The author, professor of sociology at the 
University of Minnesota, used his sabbati- 
cal leave of absence and a fellowship of 
the Guggenheim Foundation for a year’s 
residence in Germany. He investigated 
the problem from all angles. The bibliog- 
raphy contains 433 items—books, maga- 
zine articles, pamphlets, and so forth. 
Many of these are quoted word for word 
in excellent translations. The author used 
his own eyes and his own judgment. He 
came in contact with a cross section of the 
people: Nazis, anti-Nazis, Conservatives, 
critically inclined and disillusioned Nazis. 
He even picked up quite a number of the 
jokes which are going from mouth to 
mouth. They are satirical in character and 
are the only way in which Germans express 
their critical attitude toward Nazi regula- 
tions. 

This story of the German women comes, 
to my mind, pretty close to the truth. 
The author gives a short account of the 
old feminist movement and praises the 
former leaders. At times, however, he 
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seems to believe—or the reader gets the 
impression—that some of the recent devel- 
opments, like mothers’ schools, labor 
camps, and protective health and labor 
laws for mothers and children, are Nazi 
inventions. The truth is that they existed 
long before the present regime, although 
on a small scale and on a voluntary basis. 

Today’s chances for academic women are 
even worse than Kirkpatrick sees them. 
For example, not only women judges have 
been driven out of their positions; there is 
little if any chance for future women law- 
yers. 

Kirkpatrick points out that the “Back to 
the home movement” which the Nazis 
started by advocating the womanly type 
of woman and womanly work has not been 
successful. They promised that the mar- 
ried woman should not be burdened with 
the double or triple task of being wife, 
mother, and wage earner. But the re- 
armament and public works program 
brought about a shortage of labor. Women 
are needed in munitions plants and in fac- 
tories, regardless of whether or not the 
occupation is healthful or fitted for women. 
Moreover, the economic needs of the fam- 
ily call for additional income from working 
mothers. Recipients of marriage loans who 
promised to stay at home for a couple of 
years are again working. New marriage 
loans are granted without this promise. 
Roughly two thousand more women were 
working in 1936 than in January 1933 when 
the National Socialists rose to power. But 
women in leading positions are rare. The 
author is right in questioning to what ex- 
tent the handful of women who hold out- 
standing positions in the Nazi ranks, and 
even Frau Scholtz-Klink, who heads the 
large women’s organization Frauenwerk, 
actually shoulder responsibility and do not 
carry out orders from Nazi superiors. 

Marriages and reproduction have in- 
creased, but so have divorces. Many an- 
nulments of marriages have been based on 
racial grounds and sterility. Family life as 
a whole has not been enriched by security 
and happiness. There is much tension in 
the relationships between husband and wife 
and still more between parents and chil- 
dren. Difficulties also arise from required 
party activities of the various members of 
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the family. Kirkpatrick sums up by say- 
ing: “This story does not have a happy 
ending and one must write: in Nazi Ger- 
many the woman’s problem has not been 
solved” (p. 293). 

The book is full of facts and of statistics 
which are carefully analyzed. Neverthe- 
less, it is easy reading and never tiring. 
Americans, particularly American women, 
may be congratulated on the opportunity 
afforded by this unbiased report to look 
upon the’changes which National Socialism 
has brought to German women. If differ- 
ence of opinion in basic principles could be 
voiced in Nazi Germany, this book could 
contribute to greater clarification. Un- 
fortunately, the author is right in stating 
that only few of his German friends who 
gave him valuable assistance will be per- 
mitted to read the book—“a sad commen- 
tary on the prospect for international un- 
derstanding.” 

Marie Munk 

Hood College 


Hutton, GRAHAM. Survey After Munich. 
Pp. 253, Boston: Little, Brown and Co., 
1939. $2.50. 

We are now being flooded by books dis- 
cussing various aspects of the great be- 
trayal perpetrated last year at Munich. 
These works fall into two distinct groups. 
Most, if not nearly all of them, tell us 
about the events leading the western de- 
mocracies to their Canossa at Munich. 
Hutton’s, on the other hand, belongs to a 
very small cluster of the analyses of the 
results of Munich dealing with the poten- 
tialities involved in the present situation. 

Be it known very emphatically that this 
is the best contribution of the whole lot, 
original, compact, and loaded with all kinds 
of economic, social, and political facts 
which would be hard to find in such a 
handy form elsewhere. They are gathered 
around the leading motif of the study— 
that a new Europe is being molded on the 
farther side of the Rome-Berlin front; that 
from Danubian destiny will come European 
destiny. It may be peace or war, welfare 
or ill-fare. The best-laid schemes of dic- 
tators and democrats may alike go agley. 
But what transpires beyond the Rhine and 
the Alps is now bound to decide what hap- 
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pens to all Europeans. The spread of Ger- 
many’s political and military power means 
the spread of her peculiar trading system, 
her rigid monetary and exchange controls, 
her arbitrary methods of production, labor 
organization, and investment. If she or- 
ganizes half of Europe as she has hitherto 
organized the Reich, her military and eco- 
nomic power will be irresistible. Can she 
do it? Her ability to make of her new 
dominions all she expects depends on two 
major queries: Can her own economic sys- 
tem stand the strain? And will the smaller 
client-states play her game? 

Hutton’s conclusion is that three results 
emerge from the European aftereffects of 
Munich. First, the Third Reich has re- 
served no place in Eastern, Central, and 
Southeastern Europe for Italy, save that 
of a poor relation. This vast tract of Eu- 
rope is to be the new Continental Empire 
of the Third Reich. Second, Italy is to be 
compensated, as Bismarck “compensated” 
France after 1870 by supporting her in 
North Africa against Great Britain, by 
Reich support for Italy’s claims on Great 
Britain and France—in Spain, the Balear- 
ics, North Africa, Corsica, Djibouti, the 
Suez Canal Board, and anywhere else out- 
side Germany’s new domain. Third, both 
ends of the axis are to be utilized for simul- 
taneous soothing and ruffling of Great Brit- 
ain and France respectively. By this third 
method it is doubtless hoped that Great 
Britain’s statesmen may come to believe 
that, after Austria and Czechoslovakia, 
France might as well be required to pay 
future prices for European peace—in 
Alsace-Lorraine or the Mediterranean or 
North Africa. The axis will start a war 
only if absolutely confident of a crushing 
and complete victory within a few months. 
Beyond those few months the economic 
factors—so ably discussed by the author— 
will operate with cumulative force in favor 
of the western powers. If a war is to be 
delayed long enough to allow Germany to 
build up and organize the economic re- 
sources of its new dominions for war, then 
the two axis partners will have to face vast 
economic difficulties. It seems unlikely 
that the axis powers will unleash a war 
now, because Italy must control the entire 
Mediterranean, and the Reich must sub- 
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jugate larger regions of the Europe that 
lies beyond even its present borders before 
it can so organize its military and economic 
resources as to be invulnerable to blockade 
or attack. 

It will be worth while for the reader to 
study carefully Hutton’s brilliant reasoning 
behind his general thesis. One can only 
regret that he fails to take into account 
the world-wide aspects of the whole situ- 
ation—the growing resentment of the 
American people against such typically 
German steps as the Bund meeting at the 
Madison Square Garden in New York City 
(an unimportant local incident, it is true, 
but loaded with dynamite because it is 
making Nazism so real in America), or a 
possibility that Hitler may make another 
ideological somersault, come to an agree- 
ment with Stalin, and lead his Rome and 
Tokyo partners to another Munich. 

The book is really a moving and tragic 
story envisaging a series of problems be- 
queathed to Europe by the “umbrella pol- 
icy” of Chamberlain and Daladier. If the 
case of Czechoslovakia was the worst be- 
trayal since Judas’ kiss known in the 
world’s history, Hutton’s conclusions indi- 
cate that the wider ramifications of Munich 
will be even more tragic; for not only 
Czechoslovakia’s people but all the peoples 
of the European and possibly other conti- 
nents have been betrayed and will pay the 
price very soon by butchering one another 
on the fields of the European slaughter- 
house, 

Josera S. Roucexk 

New York University 


Sontac, RAYMOND JAMES. Germany and 
England: Background of Conflict, 1848- 
1894, Pp. xvii, 362. New York: D. 
Appleton-Century Co., 1938. $3.50. 
This popularized, interpretative summary 

treats mainly of the affairs within Germany 

and England that affected their foreign re- 
lations. One state built a new pre-emi- 
nence; the other jealously guarded a vast 
empire. Although few problems of the 
period were exclusively bilateral in char- 
acter, both powers were connected with all 
the major problems. 

The hero—quite properly—is Bismarck, 
from his service as Prussian representative 
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at the federal Diet (1851-59) until his dis- 
missal as Imperial Chancellor (1890). Bis- 
marck inadvertently antagonized the Brit- 
ish by confidently flouting British threats 
during German unification; there resulted, 
in turn, a changed, hostile, German view of 
England. The English disliked the Ger- 
man successes; the Germans resented Eng- 
lish inappreciation of their justifiable ad- 
vances. Thus emerged the reciprocal 
“habit of hating” regarded by Mr. Sontag 
as the background of conflict. This was 
not all, however, as the author emphasizes: 
the German challenge to Great Britain’s 
industrial and imperial monopoly operated 
independently of the personal views of 
statesmen. 

Perhaps Englishmen will dislike reading 
that Palmerston was “at his bullying worst” 
in the Pacifico case, that the British “were 
blinded by the inveterate habit of believing 
British ideals were the only right ideals,” 
that Bismarck for a decade “played on the 
ignorance and false assumptions of British 
statesmen,” and that “Salisbury’s preju- 
dices made him put the worst possible 
construction on Bismarck’s motives.” They 
will probably agree that Disraeli was moti- 
vated by the Crimean War tradition and 
that William IT was the embodiment of 
inconsistency. 

The Near East, the back door of Anglo- 
German problems, was a plague to all Eu- 
rope. Mr. Sontag passes over the Crimean 
War without even listing Borries’ Preussen 
im Krimkrieg. He well sketches, however, 
the crisis of 1875-78. In the manifold 
negotiations, Germany’s position was tick- 
lish. Standing between the strategic and 
economic interests of England and Russia, 
and between the Balkan objectives of Aus- 
tria and Russia, at a time when Germany 
had few direct interests in the Levant, 
perhaps Bismarck was indeed “the most 
effective friend of peace in Europe,”—a 
“peace produced and maintained by the 
balance of conflicting forces.” Russia’s 
“dream . . . of securing Constantinople” 
is subject, however, to modification from 
the new evidence by Professor Kerner and 
others; and it has not yet been proved that 
“Turkish territorial integrity was guaran- 
teed by treaties.” 

Mr. Sontag’s work differs fundamentally 
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from Professor Schmitt’s England and Ger- 
many; he does not enter the documentary 
field surveyed by Meinecke’s Deutsch- 
Englisches Biindnisproblem. Although new 
evidence from German sources is obvious 


throughout, use of the British archives is’ 


less evident. 
. VERNON J. PURYEAR 
University of California 


PoLLock, James K. The Government of 
Greater Germany. Pp. xiii, 213. New 
York: D. Van Nostrand Co., 1938. 
$1.75. 


“To please all is impossible.” With this 
disarming passage from an old stone plaque 
in the former Free and Hanseatic City of 
Lübeck, Professor Pollock closes the pref- 
ace to his re-examination of government 
structure and practice in National Socialist 
Germany. He has indeed chosen a suitable 
motto. The Greater Germany he describes 
has in the meantime become still greater 
by the unbloody conquest of Sudetenland 
and the impressive shadow she now casts 
across the entire Balkan region. Appease- 
ment, in addition, which he envisages as a 
tangible possibility (p. 192), seems more 
remote than ever since the ink has dried 
on the Munich documents. Surely, the 
“turning point in German foreign policy” 
has not yet been reached. The Storm 
Troop orgies of last November have had 
a profound effect upon British public opin- 
ion at a psychologically crucial moment. 
Scrutiny of the premises of appeasement 
has become widespread. The result may 
well be fateful. 

Still, none will be displeased by the fact 
that Professor Pollock’s energetic toil has 
placed side by side with the revised edi- 
tion of my own Government in the Third 
Reich an equally short volume both master- 
fully arranged and different in emphasis. 
If for nothing else, he deserves congratula- 
tions for meeting with eminent success the 
pressing need for choice. But his achieve- 
ment goes much further. Unperturbed by 
inferences which some may rashly draw, he 
has placed sober and strenuously objective 
presentation above sweeping value judg- 
ments. His chief concern has been to con- 
tribute to an understanding of the “main 
features of the present German govern- 
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mental and administrative system.” For 
this task few are as well qualified as he is. 
His previous studies of German political 
institutions have fully displayed his mature 
scholarship and his command of the es- 
sential materials. We can sympathize with 
his “shedding of a tear” (p. 24, n. 16) over 
his magnum opus on German state govern- 
ment “destined never to see the light of 
day.” 

In eight chapters the book treats with 
insight: (1) the physical and cultural pic- 
ture of Germany; (2) her governmental 
evolution; (3) the National Socialist Party; 
(4) the political structure of the Third 
Reich; (5) the German administrative 
machine; (6) district and local administra- 
tion; (7) the administration of economic, 
social, cultural, and religious affairs; and 
(8) Germany’s position in the world. 
While the operation of the propaganda 
monopoly of party and state has remained 
outside his scope, the author has woven 
into his volume some of the wool of Na- 
tional Socialist ideology. The bibliographi- 
cal note (pp. 193-99) gives a valuable in- 
troduction to the German literature. 

Fritz MORSTEIN Marx 

Harvard University 


BuritincHam, CHARLES C., ef al. The 
German Reich and Americans of Ger- 
man Origin. Pp. xiii, 45. New York: 
Oxford University Press, 1938. $1.50. 
According to the fourteen sponsors of 

this volume—Charles C. Burlingham, 

James Byrne, Bernard Flexner, Monte M. 

Lemann, Howard Chandler Robbins, Sam- 

uel Seabury, Henry L. Stimson, Nicholas 

Murray Butler, Alfred E. Cohn, Felix 

Frankfurter, George Wharton Pepper, 

Monsignor Ryan, Murray Seasongood, and 

Nathan Straus—this book is “intended to 

expose the purposes of National Socialist 

propaganda outside the Reich.” Thirty- 
three short, selected excerpts from a vari- 
ety of sources are used for this purpose, 
including the speeches of Adolf Hitler, Ru- 
dolf Hess, and Ernst Wilhelm Bohle; vari- 
ous laws, decrees, and instructions to party 
members; as well as quotations from dif- 
ferent books, notably Wir Deutsche in der 
Welt, published by the Verband Deutscher 
Vereine im Ausland in 1936, and the Year- 
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book of the German-American Volksbund 
for 1937. In most cases the German text 
accompanies the translation. 

The sponsors are to be congratulated 
for bringing together such a concise list 
of revealing quotations. It merits careful 
study even by those well versed in the ide- 
ology and practices of the Third Reich. 
So far as the United States is concerned, 
it focuses attention upon a basic problem. 
Can a person be a loyal American citizen 
and a National Socialist at the same time? 
This question is by no means a novel one. 
Catholics, Protestants, Jews, and Commu- 
nists have often inspired a similar query. 
National Socialism is, as this volume 
tersely indicates, a world-wide movement 
as comprehensive in its aims as other 
world-wide religious, social, economic, and 
political movements. It is seeking to 
spread its gospel in the United States as 
vigorously as these movements have done 
and are doing. It seeks first to win ad- 
herents among those of German ancestry. 
It frankly intends to organize these con- 
verts, and through organization to achieve 
greater influence upon public policy. To 
the extent that it relies upon peaceful per- 
suasion, it violates no fundamental prin- 
ciple of democratic procedure. Freedom 
to propagandize ideologies is one of the 
accepted tenets of democratic dogma. The 
function of government in a democratic 
state is to define and enforce rules of the 
game, to outlaw unfair practices, to prevent 
resorts to force. 

The opportunity for those who do not 
believe in National Socialist doctrines, 
for Christians and liberals generally, 
is the same as it is for National So- 
cialists—to formulate and execute a cam- 
paign for public support within the law, 
equal if not superior to that of their op- 
ponents in definiteness of purpose, in effi- 
cient organization, in its appeal to the in- 


tellect and will of the masses. This is the 
democratic way. 
The sponsors of this volume un- 


doubtedly intend to follow this “ex- 
posure” with a positive program. Lib- 
erals cannot afford to remain on the de- 
fensive. 
Harwoop L. Curros 
Princeton University 
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ASCOLI, Max, and ARTHUR FEILER. Fas- 
cism for Whom? Pp. 341. New York: 
W. W. Norton & Co., 1938. $3.00. 


Today, international fascism is repre- 
sented by organized or potential political 
movements in many countries of the world. 
Where it is neither organized nor poten- 
tial, the fear of it is enough to make liberal- 
minded people gasp. It has entirely 
changed the character of war and peace; 
since 1931, undeclared war and cancerous 
peace are everyday phenomena in our 
world. Itis radically modifying the mean- 
ing of words, ideas, and institutions, and 
has promoted a new and still utterly un- 
predictable course in the destiny of every 
nation. This problem is presented to us 
by two exiles, an Italian and a German, 
both members of the Graduate Faculty of 
the New School for Social Research. 

As may be expected, this is an indictment 
of fascism. We read, for instance, that “it 
is the greatest anti-Christian revolt since 
the day when Christ was crucified. Sig- 
nificantly enough, it is contemporary with 
the crucifixion of the people among whom 
Christ was born.” Similar very good ex- 
amples of able writing can be found on 
nearly every page of the work, and particu- 
larly in the chapters on Italian fascism. 
But, strange to say, the book is also one 
of the best studies justifying fascism. It 
analyzes, step by step, the inexorable social 
forces back of the fascist movements in 
such an able and logical way that it is im- 
possible to conceive anything in the place 
of fascism. For example, the Fascist lead- 
ers “have not been the creators or the in- 
ventors of Fascism—not one of them. 
They have mixed themselves in a move- 
ment of inexperienced youngsters, an emo- 
tional aberration of the Italian people, and 
they have managed to ride on its wave. 
... They played with necessity, became its 
willing instrument, and claimed all its mer- 
its when the event materialized” (p. 177). 
For that reason, the concluding remarks on 
the “bad” aspects of fascism at the end of 
the chapters are rather weak and inconclu- 
sive, because they simply do not fit in with 
the exposition propounding fascism as a so- 
cial phenomenon which has been unavoid- 
able and which fits in perfectly with the 
postwar developments in the world. In 


A 


Book DEPARTMENT 


that respect the authors’ ability has be- 
trayed their intent. Those looking for a 
very good presentation of the fascist case 
will read this account—and enjoy it. Those 
who oppose fascism may read the book and 
if amenable to good logic, may be prone to 
crawl across the fascist fence. But what- 
ever may be the case, Fascism for Whom? 
is a clever, scholarly tale which does not 
let you down. 
; Joseru S. Roucex 
New York University 


WALTER, KARL. The Class Conflict in It- 
aly. Pp. ix, 137. London: P. S. King & 
Son, Ltd., 1938. 5s. 


Mr. Walter has written this volume in 
order that British labor may see through 
the “hate-screen” which surrounds Fascism, 
and thus come to appreciate how thor- 
oughly founded on working-class sympathy 
is its economic program! Many things are 
revealed. It seems that Mussolini freed 
the working-class revolutionary movement 
from the control of Socialist politicians 
who sought to sabotage it; it seems that 
personal encouragement was given to 
strikes in 1919 by the anti-capitalistic 
leader of Fascism; it seems that the basic 
framework of the Fascist movement, from 
the beginning, was organized labor. 

So it goes: Mussolini’s “extraordinary 
skill and patience” prevented the employ- 
ers from seizing control of the revolution; 
the Trade Union Act of 1926, warmly wel- 
comed by labor, was designed to maintain 
its full freedom; the Labor Charter con- 
solidated rights which labor had won by 
its strikes of 1920-21; with full control 
of the state in its hands, Italian labor has 
willingly surrendered the strike weapon, 
“which had served its purpose well.” In 
this new Heaven for labor, trade union 
officers are freely elected; discussion in 
trade union meetings “is outspoken, often 
vehement, and as class-conscious as any 
Marxist could desire” (p. 66); while labor 
representatives and the members of the 
“labor civil service” effectively protect la- 
bor against possible encroachments by Fas- 
cist party officials. To put it briefly, “Italy 
is a trade union state in the making, and 
the process is far advanced” (p. 116); and 
“the workers are claiming and getting a 
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larger share of the wealth they produce” 
(p. 121). 

A typical paragraph examines the present 
tendency in the direction of autarchy, as a 
product of the new spirit of Italian labor. 
“To say that its purpose is war is non- 
sense. . . . Italy needs a generation of 
peace, her people desire it and their policy 
demands it. And they have learned how 
to maintain peace at home—not by an in- 
stitution to enforce it; not by the alliances 
of collective security; but because they 
have found a way of doing things that is 
a way of peace” (p. 128). 

Even Mussolini would be embarrassed 
by Mr. Walter’s lyric rhapsodies, which 
pour forth without the benefit of a single 
bibliographical reference. 

H. ARTHUR STEINER 

University of California at Los Angeles 


WELK, Witt1am G. Fascist Economic Pol- 
icy. Pp. xx, 365. Cambridge, Mass.: 
Harvard University Press, 1938. $4.00. 
This book adds another to the growing 

list of volumes on the economic problems 

of Fascist Italy. It is divided into three 
parts. In the first part, the author briefly 
traces the historical and ideological back- 
grounds of Fascism; the second part de- 
scribes the evolution of the syndical-cor- 
porate state; while the third part treats of 
the economic development of Italy from 

1922 to 1937. There are fifty-three statis- 

tical tables spread through the book, and 

the two lengthy appendices are devoted to 
the various labor laws, the Labor Charter, 
and so forth. 

Dr. Welk presents the historical back- 
ground of Fascism neatly and briefly. But 
he gives too simple and plausible an ex- 
planation of the ideological and philosophi- 
cal backgrounds of Fascism. 

The author paints a fairly clear picture 
of the organization of the syndicates, the 
federations, the confederations, and finally 
the corporations. He approves the Labor 
Charter of 1926, the working of the Labor 
Courts, the various social insurance provi- 
sions, and the social benefits of the Dopo- 
lavoro (After-work-clubs). Dr. Welk at 
the same time is keenly aware that all these. 
activities and the entire economic life of 
Italy are dominated by the. Fascist Party. 


218 


He indicates very wisely that the real 
power lies in the hands of Mussolini and 
his immediate advisers, rather than in the 
myriad committees, councils, and so forth, 
which are little more than debating soci- 
eties and merely register approval of poli- 
cies already formulated and approved. 
Movements for higher wages or better 
working conditions originate from the top 
and not from the syndical officers. Pro- 
fessor Welk says, “the Fascist Corporation 
is not .. . a universal panacea for the eco- 
nomic ills of the capitalist system.” He 
claims that Fascism is not so much of a 
movement to the right as is commonly be- 
lieved, for Mussolini, a former Socialist, is 
not unmindful of the worker. Dr. Welk 
praises the general increase in production 
and the success of the “Battle of the 
Wheat.” He fails to devote sufficient at- 
tention to the important developments in 
price control and the growth of semipublic 
trusts. 

Professor Welk gives a summary of the 
Italian budget, national debt, unemploy- 
ment, prices, wages, and the standard of 
living. Unfortunately, he quotes Italian 
statistics almost without reservation. The 
real wage figures he uses are quoted from 
an article by Signor Bertani in Economia, 
May 1936. The real wage statistics in ag- 
riculture are misleading, since they are 
based on the National Cost of Living In- 
dex, which is applicable only to urban 
centers. Dr. Welk is aware of this, but 
draws conclusions from these unreliable 
figures, notwithstanding. Also, he fails to 
use the latest available figures. He claims 
that wages and employment conditions 
have suffered under Fascism. His statistics 
do not show this. In fact, comparisons be- 
tween real wages under Fascism and before 
Fascism are impossible, since the statistics 
are not comparable, and Italian statistics of 
pre-Fiscist days are very unreliable and 
the more recent figures are none too good. 
In his conclusions, Professor Welk speaks 
of the lowered standard of living by which 
Italians are paying for population growth, 
economic independence, and colonial ex- 
pansion. But nowhere has he proved his 
contention that the standard of living has 
gone down, and there is no way in which 
he can prove it. 
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If one is looking for a general descrip- 
tion of the economic policies of Fascist 
Italy, Dr. Welk’s book will prove of value. 
However, if the reader is looking for a 
penetrating analysis of the Fascist eco- 
nomic system, he will be disappointed. 

Henry S. MILLER 

Queens College 


Zirr, WirLiam B. The Rape of Palestine. 
Pp. xiv, 616. New York: Longmans, 
Green & Co., 1938. $3.50. 

This is a forceful and dramatic portrayal 
of the high hopes, the frustration, and the 
present despair of those who have led in 
the movement for creating a homeland for 
the Jews. The very title indicates the bold 
and sweeping denunciation which runs 
throughout the volume. The author does 
not mince words. He describes the present 
Whitehall politicians as creating an Eng- 
land “whose word is worthless, who cannot 
be trusted, who robs the weak and fawns 
on the strong, and who has lost its soul.” 

Despite the deep emotional element that 
runs throughout the entire volume, the 
author has given a factual and excellently 
documented analysis of the entire problem. 
Part I is a survey of the historical back- 
ground creating the Jewish problem, the 
Balfour Declaration, the early beginnings 
of the Palestine movement, the activities 
of the League of Nations, and the request 
by the Jews that the area be placed under 
British mandate. Part II is a graphic de- 
scription of the eager joy, the enthusiastic 
efforts, and the accomplishments of the 
first Zionists who were to “make the desert 
to bloom like the rose.” Then came the 
first indications of the policy of England— 
the sabotage of industry, the double tax, 
the barring of Jews from concessions, the 
usurpation of mineral rights by England in- 
cluding the fabulous wealth of chemicals 
and gold in the Dead Sea, and the delib- 
erate inciting of Arabs against the Jews. 
The present despair described in Part III 
is shown by the two chapter titles: “A Peo- 
ple in Despair,” and “Jehovah Abdicates in 
Favor of Downing Street.” The same de- 
spair is shown in Part IV, “The Collapse of 
Emancipation”; but in the final chapters 
the author returns to that ray of hope that 
has sustained the Jew through centuries of 
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persecution: that despite the action of gov- 
ernments, there is a deep and abiding sense 
of justice in mankind and that the people 
of the world will, in some future day, rise 
in their united strength and demand the 
same justice for others as they seek for 
themselves. 

One might wish that the book could be 
casually dismissed as a biased emotional 
outburst. Unfortunately this is not pos- 
sible. Every statement of fact is docu- 
mented by government publications, im- 
partial authorities, and irrefutable sources. 
A shameful chapter of human history is 
being written before our very eyes: it is 
well that it has been so graphically forced 
in upon our consciousness—and our con- 
science. 

Francis J. BROWN 

New York University 


TAYLOR, GRIFFITH. Environment, Race, 
and Migration. Pp. xv, 483. Chicago: 
University of Chicago Press, 1937. 
$4.00. 

In a sense, this is a new edition of this 
author’s Environment and Race, published 
in 1927. Dr. Taylor has, within recent 
years, become head of the Department of 
Geography in the University of Ontario, 
and speaks of this work as a “Canadian edi- 
tion.” Part IJI of the book is made up in 
part of four entirely new chapters on set- 
tlement in Canada which “constitute one 
of the first modern geographical studies of 
the whole Dominion.” The remainder of 
Part III retains the discussion of settle- 
ment in Australia, considerably revised, 
and two new chapters are added. 

The first half of this work contains the 
basic material on structure and ethnology 
and the “Migration-Zone” theory of race 
evolution found in the earlier volume, but 
with many additions. Dr. Taylor is still 
an “environmentalist unashamed,” and pre- 
sents a strong argument for climatic and 
geologic changes as the main causes for the 
differentiation of races in the past, but ad- 
mits that modern migrations differ in many 
respects from the earlier ones and that 
many new, less strictly environmental fac- 
tors are important today. 

The author is not afraid to forecast, or, 
as he puts it, “deduce and suggest.” He 
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places great emphasis on agricultural riches 
and coal supplies as controls of population, 
and suggests that the riches of the United 
States in these directions will cause the 
center of white population to shift to this 
country. He considers Europe to be essen- 
tially “saturated” with population, but pre- 
dicts a large increase in population for 
Siberia because of her coal resources and 
the development of the means to use peaty 
soils, He restates and illustrates his the- 
ory of the econograph as a means of fore- 
casting the future white population of a 
region, but shies away from predictions 
about the non-white populations. 

The final chapter on “Deductions and 
Suggestions” is too replete with opinions 
and forecasts to be summarized briefly, 
but among the more interesting are that 
there will be, in the future, “an amalgama- 
tion of peoples . . . on a scale never before 
accomplished”; “that eugenics rather than 
nationality is the best criterion for those 
responsible for racial exclusion”; and that 
“it seems clear that environment will be 
the most potent factor in molding every 
race and nation.” This work, like its 
predecessor, will act as a healthy stimulant 
of controversy. 

Lester E. KLIMM 

University of Pennsylvania 


Rarrard, WiLrram E. The Crisis of De- 
mocracy. Pp. xiii, 288. Chicago: Uni- 
versity of Chicago Press, 1938. $2.50. 
Few men are better prepared by aptitude 

and experience than Professor Rappard to 

contribute to the self-examination that is 
now going on in every democratic country. 

Citizen of Geneva, scholar, administrator, 

and linguist, Professor Rappard lives on 

one of the hallowed grounds of democracy, 
and observes the whirl of world events 
from the citadels of Switzerland. 

It is disappointing to record that Pro- 
fessor Rappard’s lecture, given last 
summer at the Harris Institute at the Uni- 
versity of Chicago, are pedestrian and un- 
important. The book is up to the usual 
college textbook on comparative govern- 
ment. That is to say, the book is com- 
petently conventional. It is neither defini- 
tive nor original. These strictures apply 
whether one looks at the first lecture on 
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the meaning of “crisis,” the second lecture 
on the history of democracy in prewar Eu- 
rope, the third lecture on democracy during 
the war, the fourth on postwar dictator- 
ships, or the fifth on postwar democracies. 

The final chapter is particularly dis- 
appointing. The rich literature of recent 
analysis and controversy has raised many 
fundamental questions. Most of them are 
itemized, or dismissed with casual phrases. 

If this book had been published in 1933, 
it would have been more needed. Today, it 
is just another book. 

Harotp D. LASSWELL 
W. A. White Psychiatric Foundation 
Washington, D. C. 


Nationalism and Cul- 
ture. Pp. 574. New York: Covici, 
Friede, Inc., 1937. $3.50. 

At this time when all the world is ab- 
sorbed in its relative helplessness before 
forces that seem so ominous, this book is 
not another description of what things are, 
but rather an explanation of how they 
came to be that way. The style is easy, 
though the material is profound and the 
learning prodigious. History, religion, phi- 
losophy, art, science, politics, philology, 
and biology are, in detail, called upon to 
prove the thesis that power is the contra- 
diction of culture. The case is well made. 
It is cheerless reading for a gloomy con- 
dition. The book was written to be pub- 
lished in 1933, but since it could not be 
published in Germany it was finished in 
exile, and thus comes down to date. The 
argument, however, makes the personality 
of dictators incidental, for their ground for 
their appearance was laid in long historical 
processes which brought the inevitable con- 
sequences in which the idealism of religion 
and philosophy have perverted the values 
of culture for the attainment of power. 

As one reads, one becomes fearful that 
any theory which enlists the enthusiasm of 
man will lead to a bad end. The blind be- 
lief in “God’s written word,” whether by 
Catholics or by Protestants, stultified the 
freedom of the mind. The philosophers of 
the social contract who sought to free men 
from one bondage simply laid the grounds 
for a new and more powerful one, because 
they gave the state a rational instead of 
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divine justification. The theory of the ab- 
solute state now had its feet on something 
apparently solid. The German philoso- 
phers were the worst offenders, with Kant, 
Hegel, and Fichte the arch villains because 
they identified the Absolute with the state 
and thus furnished the ideology both for 
nationalism and for its consequent totali- 
tarianism. Then to fill in the cracks of the 
argument, language and race have been 
taken as a sign of national unity. Nothing 
could be more absurd, for every language 
and every race is a product of mixture. 
All culture is the product of mixture, and 
whatever leads to the increase of national 
unity leads away from culture. Capitalism, 
which has come so recently, is but another 
force that leads in the dangerous direction. 
“If today there still is a choice, it is not 
that between fascism and ‘communism,’ but 
the choice between despotism and freedom, 
between brutal compulsion and free agree- 
ment, between the exploitation of human 
beings and co-operative industry for the 
benefit of all.” 

This quotation may sound almost trite 
to our ears, but the deep-seated difficulties 
to be overcome before its attainment are 
not so familiar. This important book 
makes those difficulties clear, and although 
it runs against the tide of current history, 
when the blind regain their sight they can 
find here the cause of their blindness. 

HERBERT A. MILLER 

Bryn Mawr College 


Maxey, CHESTER C. Political Philoso- 
phies. Pp. xiii, 692. New York: Mac- 
millan Co., 1938. $4.00. 

Students of political philosophy in this 
country, which since its inception as a 
state has enjoyed a singularly homogeneous 
trend of political doctrines, always have 
shown deep interest in the history of politi- 
cal ideas. After Figgis and Dunning, in 
our time Cook, Sabine, Coker, and Mc- 
Ilwain are on the par with some of the 
great interpreters in Europe. Consequently 
a new discussion of a favorite topic should 
present either new material or a novel ap- 
proach when competing with existing books 
on the subject. Professor Maxey’s stately 
volume, though failing, in the reviewer’s 
opinion, to accomplish both or one of these 
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ends, must be considered as a very worth- 
while contribution to the field, which holds 
its own even in the face of the more pene- 
trating books mentioned before. 

What makes Professor Maxey’s book 
particularly readable from the didactic 
viewpoint is the fact that it sets off the 
customary chronological treatment of the 
political thinkers from the spiritual and 
institutional background of general history. 
Political theorists embody the intellectual 
aura of their age. It is generally over- 
looked that the men to whom posterity ac- 
cords the title of political philosophers had 
an eminently practical aim in mind, and 
only abstractions which later periods made 
from their writings made them appear as 
builders of “general” systems of political 
` thought. In Professor Maxey’s presenta- 
tion the history of political thought be- 
comes a mirror of the march of history 
itself. His dramatization of the subject 
keeps the reader’s interest constantly alive 
—no mean achievement of an undertaking 
which necessarily is based to some extent 
on secondary sources. Captions like “Na- 
_ture’s child” (Rousseau) or “Utopia again” 
(including Owen, Fourier, Cabet) are ap- 
propriate descriptive characterizations. On 
the other hand, the chapter on “A strange 
interlude” (dealing with Machiavelli and 
Thomas More) is neither strange nor an 
interlude. Machiavelli was bound to come 
when politics became secularized. He is 
not an interloper in political thought, but 
the fountainhead of modern political real- 
ism. Strange seems, however, the linking 
together of Machiavelli and More, the lat- 
ter having not more and not less local im- 
portance than Campanella, who is omitted. 

After the excellent section on the nine- 
teenth century (“A century of change”; 
“the utilitarians”; “a new idealism”; “Uto- 


pia again”; “historical jurists”; “appeal to 
science’; “the challenge of proletarian- 
ism” “the new nationalism”), the book 


econ visibly thinner. Is it the fault of 
political ideas running dry, or of the author 
who feels at a loss to weave the ideologies 
of the totalitarian states and of democracy 
in crisis and transition into the general tex- 
ture of history? Evidently authors of our 
time are reluctant to cross the threshold. 
And yet National Socialism is the German 
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answer to the revolution of 1789 no less 
than it was the reaction of the historical 
school to the “shallow generalizations” of 
the Enlightenment. The parallels between 
Austin and the new monism are too striking 
to be missed. But why has England tem- 
pered positivism by ethics while in Ger- 
many ethics have become part and parcel 
of positivism? 

The answer to this and similar questions 
leads to the more fundamental problem 
whether the time has come for writing the 
history of political thought in biographies 
of institutions and ideas instead of in biog- 
raphies of men. ‘The great effort of 
Gierke’s Althusius, which grouped political 
thought around fundamental concepts, each 
of which was reflected in the mind of the 
individual author, has thus far not been 
successfully repeated. The history of po- 
litical thought might be rewritten in terms 
of the dualistic coincidentia oppositorum, 
such as power or ethics; state or society; 
liberty or authority; reform or revolution; 
federalism or centralization. Such an ap- 
proach would reveal the striking recurrence 
both of ideas and of their institutional 
realizations, and it would demonstrate the 
possible variables of human nature better 
than a serial of human biographies. 

In a book containing such vast material 
as that of Professor Maxey, the reviewer 
finds, of course, not a few points of dis- 
agreement or even protest. To some, the 
judgment on Napoleon (on p. 597) will 
appear rather superficial. As a disciple of 
Lujo Brentano, one of the leading “Kathe- 
der-Socialists,” the reviewer fails to under- 
stand the statement that this school “com- 
bated vigorously laissez faire.” Italian 
Fascism, described mainly in terms of its 
period of initiation, is unintelligible without 
an exposition of Vico (who is not men- 
tioned at all) and Sorel’s role of the myth 
while the Hegelian trimmings have faded 
considerably. Nietzsche (mentioned once 
on p. 599) had as little influence on Na- 
tional Socialism as Treitschke on Bismarck. 
On the other hand, the appraisal of 
Treitschke is essentially fair, although all 
English books on him, composed under the 
influence of the war hysteria, greatly over- 
rate his influence on Germany. 

In spite of such reservations, which 
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could easily be multiplied, Professor Max- 
ey’s book has all qualities of a first-rate 
primer on political thought. Attractively 
written, judicious, and with a rare ability 
for reciting complicated ideas in a lucid 
style, it is likely to become one of the 
most popular contributions on the subject. 
KARL LOEWENSTEIN 
Amherst College 


Hacker, Lours M. American Problems of 
Today. Pp. xiii, 354. New York: F. S. 
Crofts & Co., 1938. $3.00. 

This volume is a short but suggestive es- 
say on American history since the World 
War. It is written in an easy, flowing style 
which should attract readers outside the 
usual college circles, but the author’s effort 
to be objective will evoke sharp dissent 
from zealous advocates of the New Deal. 
It is Professor Hacker’s belief that the 
New Deal has worked in the interests of 
“the agricultural landlords and commercial 
farmers almost entirely.” Landlords hav- 
ing mortgage debts have been given a 
“helping hand,” but “nothing at all” has 
been done for millions of agricultural la- 
borers. Important benefits have also been 
extended to “organized trade unionists” 
and “oversea investors.” It is true that 
some of the needy have been given assist- 
ance, but the heavy burden of this help 
has been unjustly thrown upon the lower 
middle classes “in the form of heavy con- 
cealed taxes on consumption.” 

In order to attain its objectives, the 
Roosevelt Administration has discarded the 
nineteenth-century idea of the passive state 
in favor of the “capitalist state.” Under 
the New Deal some fifty corporations and 
corporate agencies have been created to 
engage in business. But this state capi- 
talism has not been a prelude to socialism 
or communism. Instead of destroying the 
existing relations between American classes, 
it has been “freezing them.” 

One of the political aspects of the New 
Deal regime has been the development of 
a bureaucracy whose allegiance is “almost 
entirely to the Executive.” The powers of 
the Executive have been greatly expanded 
during the so-called national emergency 
which has gripped the United States since 
1933, and apparently no New Dealer has 
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been able to descry any lessening of this 
crisis. To bureaucrats, the state is more 
important than the individual, and there 
may be a serious danger that the productive 
energies of our Nation may be “dipped into 
more and more” to maintain the new politi- 
cal structure. 

In its essence, the New Deal has been 
nothing more than a political program de- 
signed to aid the “agricultural landlords, < 
and big commercial farmers, organized 
trade unionists, and oversea investors and 
imperialist promoters.” Its system of state 
capitalism might easily, in time, bring 
about the destruction of capitalism itself. 
This fatal process can be accelerated if 
President Roosevelt continues to harbor 
schemes for a “foreign adventure.” 

Historically, there is a parallel for our 
present situation. In the third quarter of 
the seventeenth century the French nation 
had reached “unexampled heights.” But 
Louis XIV was personally ambitious, and 
he involved France in a series of wars from 
which she emerged with “a mountain of 
debt, a weakened economy, and a state 
bureaucracy avid for power.” The United 
States is in a “somewhat similar position 
today.” President Roosevelt, like Colbert, 
labors to revive production and increase 
standards of living through the agency of 
a state apparatus “still in a fluid form.” 
But the President, like Louis XIV, is also 
a crusader who seeks to bring his message 
of enlightenment to other nations by peace 
or by the sword. This will mean Ameri- 
can involvement in costly wars, and if by 
some happy chance these wars can be 
avoided, there is still the grave danger that 
the present “topheavy apparatus of state 
capitalism” will finally crush American so- 
ciety. On this somber note, Professor 
Hacker brings his interesting survey of 
recent American history to an abrupt close. 

CHARLES CALLAN TANSILL 

Washington, D. C. 


OpEGARD, PETER H., and E. ALLEN HELMS. 
American Politics. Pp. xi, 882. New 
York: Harper and Bros., 1938. $3.50. 


No conventional textbook appears under 
the above title. Departures from the usual 
are many and marked. Catchy captions 
replace old labels attached to routine top- 


Book DEPARTMENT 


ics; witness “Trial Heats—Nominating the 
Candidates”; “Engineering of Consent”; 
“The Voters’ Verdict”; and “The Midas 
Touch—Campaign Finance.” The allitera- 
tive phrase is frequently employed, and in 
“The Politics of Protest” does signal serv- 
ice in so sketching political history since 
1800 as to avoid the dullness attendant 
upon the traditional treatment of the topic. 

The device of reversed phraseology cre- 
ates anticipation for the reader in such 
chapters as “The Politics of Business” and 
the “Business of Politics”; and that antici- 
pation is maintained and transformed into 
intellectual profit by a vigorous and vervy 
style of expression. Political lingo is not 
eschewed; boldly names are named, not 
always under circumstances of flattery, 
either. 

This treatise has little concern with the 
philosophical aspects of party: party his- 
tory is subordinated; party elements are 
analyzed; party future envisaged. 

The approach is ethnological, economic, 
and psychological. In treating composition 
and motivation the authors merit the com- 
mendation of Merriam the Maestro. 

Material, both source and secondary, is 
refreshingly and instructively modern and 
current. Humorous incident flavors the 
formal presentation. 

Realism reaches commendable heights in 
the chapters on campaign finance, formula- 
tion of public opinion, and bossism, in 
which a graphic ten-page sketch depicts 
Huey Long, the man and his methods. 

Here is a book which stimulates, in- 
structs, and challenges both student and 
layman in party activity, the most human 
phase of public affairs. 

JOHN J. GEORGE 

Rutgers University 


STODDARD, Henry L. Jt Costs to be Presi- 
dent. Pp. xiii, 340. New York: Harper 
& Bros., 1938. $3.50. 


Let a journalist become infected with 
the itch of autobiography, and all too often 
his attitude toward the events he reports 
is like that of the spectator at a fire who 
comes to believe he has been a great help 
to the firemen. When this harmless aber- 
ration is combined, as it invariably is, with 
a training concerned exclusively with sur- 
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face phenomena, it is but natural that his 
work, though alive with action, gusto, and 
facile analysis, should be of no importance 
whatsoever. 

While only a limited portion of Henry 
L. Stoddard’s Zé Costs to be President is 
autobiographical in form, this is the very 
part which is interesting or significant. As 
the publisher of a metropolitan newspaper, 
a staunch Republican, and a man who knew 
the ropes, he was privileged to witness his- 
tory of a minor order in the making. He 
enlisted the confidence of several genera- 
tions of party chieftains, who gave him 
access to their councils and even on occa- 
sion consulted him. These trivia of the 
administrations from Harrison to Coolidge 
are entertaining and sometimes enlighten- 
ing. 

But the author has been more ambitious. 
He has attempted a philosophical inquiry 
into the pains and penalties of the presi- 
dency. No one is likely to quarrel with 
his thesis, so that it is only through some 
fresh and profound interpretation that it 
can be made worth exploring at all. This 
is no journalist’s stint, and hence it is 
hardly surprising that Mr. Stoddard has 
done little with it. His comments are al- 
ways on the surface and often merely in- 
genuous. His analyses of the Grant ad- 
ministration, of the intrigues which seated 
Hayes instead of Tilden, of the ground 
swell of Populism, of the Bryan candi- 
dacies, of the ideology of Theodore Roose- 
velt, of the Progressive movement, of the 
Harding corruption, are such as might be 
expected from a very able and very amiable 
newspaperman. But their worth as an 
evaluation of major currents in American 
history is not very great. 

Read this work for pleasure and for an 
occasional oddment of information, nothing 
more! 

ALPHONSE B. MILLER 

Philadelphia 


Davipson, FRANK P., and Greorce S. VIE- 
RECK, Jr. (Eds.). Before America De- 
cides. Pp. xiv, 318. Cambridge, Mass.: 
Harvard University Press, 1938. $3.00. 
This book consists of a series of special 

articles dealing with various aspects of 

American foreign policy. Its purpose is to 
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provide the basis for an intelligent and 
foresighted judgment of the period ahead. 
Its contributors have been well chosen, and 
the resultant material is distinctly stimu- 
lating. It is the merit of such a book that 
many points of view should be represented. 
But certain general conclusions may yet be 
drawn from it. No doubt the central issue 
of American policy involves the choice be- 
tween collective security on the one hand 
and a reversion to neutrality on the other. 
The case for the first of these policies is 
stated with masterly dialectical skill by 
Professor Clyde Eagleton. If men were 
logical human beings, reasonable rather 
than reasoning, to invert Alexander Hamil- 
ton’s famous dictum, the League ideal 
would be not only appealing but irresistible. 
But in the world that exists, one cannot be 
sure that this ideal is practicable. Cer- 
tainly, the drift of most of the articles in 
Before America Decides is against it. Pro- 
fessor Holcombe, writing on the Far East, 
has nothing more to suggest than American 
mediation between China and Japan. Pro- 
fessor Bemis, while adopting no dogmati- 
cally isolationist position, while indeed en- 
visaging the possibility of a new departure 
from the policy of the Farewell Address, 
and a possible coalition of the haves 
against the have-nots, hints that the idea of 
covenanted peace is obsolescent. George 
F. Eliot, in a remarkable article on “Stra- 
tegic and Military Considerations,” as- 
sumes that American military and naval 
policy must be based on defense and not on 
war outside the Americas. Phillips Brad- 
ley, commenting on “Economic Forces,” 
bases his interesting analysis of the eco- 
nomic implications of a world war upon 
the assumption of American neutrality. 
Mr. R. H. Phelps, discussing “European 
Alignments and the United States,” while 
noting a tendency on the part of the Amer- 
ican Government to become the leader of 
the status quo powers and to “see, in the 
inextricably tangled lines of national poli- 
cies, a simple conflict of good and evil,” 
seems to deplore this tendency. Professor 
Borchard contributes his usual mordant 
criticisms of the collective security ideal. 
If one may generalize, therefore, as to 
the opinions of these eminent scholars, it 
would appear that most of them either 
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despair of or disapprove of the League, and 
that their general bias is towards a policy 
not perhaps of outright isolationism but 
certainly of independent action. 

Yet perhaps the wisest comment in all 
these essays is that one of Mr. Phelps’s in 
which he calls attention to the oscillation 
of American policy between isolationism 
and internationalism. Nations, like indi- 
viduals, have their moods. Nations, like 
individuals, are more governed by states of 
feeling than by carefully prepared plans of 
action. This is a distressing fact for all 
intellectuals, of course, but it is a fact that 
must be faced. It is not, however, an argu- 
ment against trying to import a little intel- 
ligence into the conduct of affairs. Before 
America Decides is a gallant effort to do 
just this. 

DEXTER PERKINS 

University of Rochester 


FLEMING, DENNA Frank. The United 
States and World Organization, 1920- 
1933. Pp. xiv, 569. New York: Colum- 
bia University Press, 1938. $4.00. 
Professor Fleming’s earlier writings have 

established him as an ardent and sincere 

advocate of American membership in the 

League of Nations. In the present work 

he quotes with approval the Joint Resolu- 

tion for entry into the League proposed by 

Senator P. Pope of Idaho. In a most pas- 

sionately effective style he castigates the 

opponents of Wilson and his League as 
betrayers of a great cause and a great op- 
portunity. He exposes their selfish motive: 
the desire to reap ever growing wealth in 
the form of continued exports and of high 
interests and commissions on stupendous 
loans made to a Europe which we helped 
to ruin and then left to disintegrate in its 
misery. He admits the demonstrated 
weakness and failures of the League, but 
he insists that all its weakness would have 
been removed and its failures averted had 
the United States thrown its great moral 
authority and immense political power on 
the side of the League by formal member- 
ship. In his detailed review of the actions 
of the League in the various crises which 
it solved or failed to solve, there is evident 
the realization of the wide cleavage in the 
approach and attitude of the Council and 
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the Assembly. Between the lines, at least, 
one reads something which forces ‘one to 
distinguish between the League represented 
by the Assembly and the great powers con- 
trolling the Council. This something leads 
one to wish that the Council could be sent 
into Limbo and that the unanimity rule 
could be completely abolished for the As- 
sembly. One might then be justified in 
looking towards the League for intelligent 
and honest dealing not only with issues in- 
volving the small nations but also with 
those involving the great, the predatory 
powers, past and present. This wish and 
anticipation are, of course, based upon the 
questionable assumption that the great 
powers would be willing first to do what 
they so far have refused to do, to submit 
to the decision of a democratic majority 
expressed by the small nations, and second, 
if requested, to resort to action against 
their own kind when their own interests 
are not violated. 

With the author’s fervent reiteration of 
the need for collective security, now more 
than ever, the reader can and must un- 
reservedly agree. Still, he cannot but ask: 
Security for whom and for what? “To be 
sure, the threatened weak nations of Eu- 
rope are to be included in that security, so 
is China, and so Ethiopia should have been. 
But he cannot escape the suspicion that it 
is to be applied, particularly now, primarily 
for the benefit of those who have what 
they need and are in danger of losing that. 
There are a few admissions here and there 
and a page or two which show disapproval 
of the fact that in the past the present ag- 
_gressors have not been given a fair chance. 
There is a courageous warning that when 
once they have been blocked, as they 
should be, in their mad course of building 
empire upon the more plentiful soils of 
their helpless neighbors, they must be ad- 
mitted to a fairer sharing in the resources 
and markets of the world. As a matter of 
fact, there are those who hold to the opin- 
ion that it was precisely Wilson’s and the 
League’s omission to insist upon effective 
consideration of the economic aspect of 
the problem that was to a large extent the 
cause of his and the League’s failure. This 
opinion finds substantiation in Baruch’s let- 
ter to Wilson advising that “a prime condi- 
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tion for our granting aid should be the 
establishment of equality in trade condi- 
iton, and removal of economic barriers,” 
and in Wilson’s specific assertion that he 
was concerned only with political co-opera- 
tion at Geneva and that he meant, of 
course, “to suggest no restriction upon the 
free determination of any nation of its own 
economic policy” (R. S. Baker, Woodrow 
Wilson and World Settlement, II, 332, 
326). Significant in this connection is the 
statement quoted by the author, that Amer- 
ican “bankers noticeably and capitalists . . . 
seemed to be literally unanimous in their 
advocacy” of the Covenant (p. 31, note 
13). 

Professor Fleming’s warning that there 
must be economic adjustment after the as- 
sertion of political security justifies the 
hope that he will soon offer his readers a 
practical plan for such adjustment through 
a reformed League of Nations which the 
United States can and should join. But 
whether this hope can be fulfilled or not, 
there is good cause for the hearty recom- 
mendation of Professor Fleming’s present 
work as an extremely stimulating enter- 
prise. 

JOHANNES MATTERN 

Johns Hopkins University 


GELBER, Lionet M. The Rise of Anglo- 
American Friendship. Pp. 292. New 
York: Oxford University Press, 1938. 
$3.75. 


That clashes of world politics actually 
produce friendships is the central conten- 
tion of this study. A minor one is to re- 
mind the United States that it cannot stand 
alone, for according to an ancient writer, 
woe to him that is alone when he falleth, 
for he hath not another to help him up. 
This study is not directly concerned with 
similarities of language, government, and 
tradition between Great Britain and Amer- 
ica, nor does it assume an identity of inter- 
ests, It is an analysis of certain aspects of 
foreign policy from 1898 to 1906, including 
sea power, the Monroe Doctrine, Canadian 
boundary questions, Rooseveltian diplo- 
macy, the Panama Canal, and the Far East. 
The chief figures include Hay, Pauncefote, 
Lodge, Von Bulow, William II, Whitelaw 
Reid, Delcasse, Elihu Root, Salisbury, 
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Balfour, Spring-Rice, and Theodore Roose- 
velt. 

Toward the close of the nineteenth cen- 
tury both the United States and Great 
Britain were isolationist. Lord Salisbury 
spoke of the splendid isolation of his coun- 
try, and Cleveland’s two messages on the 
Venezuelan question, in which the Mon- 
roe Doctrine was invoked, momentarily 
strengthened this isolationism. The actual 
outcome was the emergence of the United 
States as a world power within a few 
years after the retirement of Cleveland. 
The Spanish-American War, the Boer War, 
and the building of a German fleet brought 
forth a new instrument of peace, namely, 
the Panama Canal. In building this canal 
Great Britain made concessions, but the 
talk of an Anglo-American alliance proved 
premature, as William II had correctly 
judged. American statesmen, after each 
new adventure in diplomacy, announced 
that the traditional American policy of 
nonintervention in European affairs was 
unchanged. Mr. Gelber, in fact (p. 274), 
thinks that despite Theodore Roosevelt’s 
propensity to shine in the international 
limelight, he did not break the fetters of 
his country’s isolationist tradition. Appar- 
ently the author regards an Anglo-Ameri- 
can understanding as a means of continu- 
ing this customary aloofness. 

However, aside from any national in- 
terests, the record of successful adjustment 
of international disputes by arbitration, 
judicial settlement, and diplomacy is heart- 
ening. Given a will to peace, issues can 
be composed without resort to war and 
without involving national vivisection. As 
a Canadian, Mr. Gelber has written a con- 
cise chapter on the Canadian-Alaskan ques- 
tion—one usually slighted in the textbooks. 
The arbitration of this question in 1903 
was so effective that the venom occasioned 
by the dangerous dispute has been almost 
forgotten. Yet President Roosevelt in his 
autobiography wrote that with this settle- 
ment the last obstacle to “absolute agree- 
ment” with English-speaking peoples had 
been removed. 

This text is attractively printed. The 
style is a little prolix but clear, and the 
sources ample. But if the volumes of Pro- 
fessor E. M. Carroll on French Public 


THE ANNALS OF THE AMERICAN ACADEMY 


Opinion and his last Germany and the 
Great Powers could have been consulted, 
the author might have changed the plan of 
his book slightly to give more attention to 
press opinion and to participation by the 
people in foreign policy. 
Guy V. Price 
Teachers College, Kansas City, Mo. 


Cumminc, Henry H. Franco-British Ri- 
valry in the Post-War Near East. Pp. 
220. New York: Oxford University 
Press, 1938. $3.00. 


This brief study of Franco-British ri- 
valry in the Near East is the author’s 
doctoral dissertation at the University of 
Geneva. Its purpose is to stress “the 
background, nature, and general effects of 
this rivalry” and “to point out the progres- 
sive decline of French influence in the 
Levant under pressure of British attempts 
to dominate the region of the eastern 
Mediterranean.” The author devotes the 
first half of his volume to a historical de- 
lineation of the rivalry and the co-opera- 
tion of the British and the French during 
the World War in the Near East. He out- 
lines the interests of both countries in the 
region, discusses the secret treaties which 
partitioned the Turkish Empire, describes 
the negotiations with the Arabs, character- 
izes the Zionist movement, and brings this 
portion of his work to a close with the 
Armistice of Mudros and the Conference 
of Paris. While the Near Eastern problem 
loomed large on the horizon of the Paris 
Conference, so complicated were the issues 
that they could not be settled there. The 
latter portion of the volume deals with 
the Near East after the war and carries 
the story of Anglo-French rivalry to the 
close of the. Lausanne Conference at Lau- 
sanne, Switzerland. The author has good 
chapters on the problem of the mandates, 
the Turkish struggle for independence, and 
the background of Franco-British rivalry 
for supremacy. 

While the author has achieved his essen- 
tial purposes in the volume, two criticisms 
do not seem amiss. He has introduced 
some new materials into the story, but one 
wonders if it would not have been better 
to reduce the earlier portion of his work 
somewhat, in view of the fact that much 
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of it had been covered before. Second, it 
would have been well to write a final chap- 
ter, at least, giving a brief analysis of 
Anglo-French rivalry substantially down to 
date; for that rivalry did not end at 
Lausanne in 1923. Moreover, he would 
thus have given us a better background for 
the study of present-day developments in 
the eastern Mediterranean. As it is, how- 
ever, Mr. Cumming has written a very use- 
ful brief volume, which will be of value to 
students who desire to unravel the threads 
of international politics in a region which 
once more promises to be a center of in- 
tense rivalry and struggle among the 
European great powers. The author’s 
brief bibliography adds value to his vol- 
ume. 
Harry N. Howarp 
Miami University 


ANASTASOFF, CHRIST. The Tragic Penin- 
sula. Pp. 369. St. Louis: Blackwell 
Wielandy, 1938.. $3.00. 

Written by an American Macedonian, 
this volume essentially is a history of the 
Macedonian movement, written from a 
purely Macedonian point of view. It is 
dedicated, for instance, “to the continuing 
heroism of those who guard and promul- 
gate the ideal of a unified and independent 
state of Macedonia.” The author traces 
the history of the Macedonian movement 
from its earlier origins in the nineteenth 
century substantially down to date. He 
gives us a large number of interesting 
pen portraits of the outstanding leaders 
of the IMRO, or Internal Macedonian 
Revolutionary Organization. That, in- 
deed, strikes this reviewer as being 
the best portion of the book. For 
the most part we have simply a de- 
lineation of rather familiar facts and 
episodes as seen through the eyes of 
one who is fundamentally of the Mace- 
donian faith himself. One could have 
hoped for a much more objective volume 
based on sources many of which are not 
quite available to the average American 
student of the problem. The maps are not 
well executed. The bibliography is incom- 
plete. 

Harry N. Howarp 

Miami University 
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McNatr, ARNoLD Duncan. The Law of 
Treaties. Pp. xxx, 578. New York: 
Columbia University Press, 1938. $7.50. 


The appendix to this volume contains a 
memorandum which explains the auspices 
under which the study was made. Credit 
should be given where credit is due, and it 
was the Department of Public Law and 
Jurisprudence at Columbia University that 
conceived the idea. It proposed a research 
plan, as follows: an inquiry to be formu- 
lated by it as to the views of foreign gov- 
ernments on a group of legal questions 
within a single category; the use of an ex- 
pert to investigate the foreign office records 
of his own country; and publication in the 
United States by the Columbia University 
Department. 

It was an excellent idea, and its first ap- 
plication, this study of the law of treaties 
as illustrated from British experience, has 
been excellently done by Professor Arnold 
D. McNair, formerly Whewell Professor of 
International Law at Cambridge Univer- 
sity, and now Vice-Chancellor of the Uni- 
versity of Liverpool. He acknowledges the 
aid of Dr. Charles Cheney Hyde, of Co- 
lumbia, “page by page.” 

Mr. McNair had “generous access” to 
the archives of the British Foreign Office, 
but he warns that his own statement of 
views is entirely unofficial; that govern- 
ments do not always follow the legal ad- 
vice given to them; that his sources do not 
include more than Foreign Office opinions 
and decisions of British Courts. The text 
consists largely of extracts from docu- 
ments, but the author’s own words are 
pertinent and definite, and round out the 
story for the reader. 

The materials are put under four head- 
ings: Conclusion of Treaties, Interpreta- 
tion, Scope of Operation, Termination and 
Modification. Many interesting questions 
are illuminated, such as the extent to which 
treaties must be approved by Parliament, 
or the form of agreements within the Brit- 
ish Empire, or the difference between Inter- 
Governmental Agreements and Treaties be- 
tween States, or the modification of treaties. 
As to the last of these, the author asserts 
the view of the United Kingdom to be 
“that, unless and until the community of 
states constitutes an international authority 
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having power to vary treaty obligations 
without the consent of the parties,” a 
treaty cannot be abrogated except by con- 
sent of all signatories. With regard to the 
ratification of treaties, a modern problem 
of international legislation, he notes that 
most treaties contain a clause requiring 
ratification, and adds: “So consistent is 
this practice that now the Government of 
the United Kingdom does not ratify a 
treaty which contains no such clause.” 
Such technical details as the difference be- 
tween “bilateral,” “bipartite” instruments, 
or the precise moment at which a treaty 
comes into operation, are also to be found. 

These are a few examples of the way in 
which Mr. “McNair has developed his work. 
It is more than a monograph—it is a source 
book, with expert comment. It belongs on 
the shelf with Moore’s Digest of Interna- 
tional Law. It is to be hoped that Colum- 
bia University will continue this undertak- 
ing, with the volume prepared by Mr. 
McNair to serve as a model. 

CLYDE EAGLETON 
New York University 


FRANKFURTER, FELIX. Mr. Justice Holmes 
and tke Supreme Court. Pp. 139. Cam- 
bridge, Mass.: Harvard University Press, 
1938. $1.50. 

As this review is being written the news- 
papers announce that the Senate has con- 
firmed the nomination of its author by 
President Roosevelt as the successor to 
Mr. Justice Cardozo on the United States 
Supreme Court. The contents of the pres- 
ent book thus have a double interest for 
the reader: (1) for the light thrown upon 
the influence of Mr, Justice Holmes in the 
work of the Supreme Court, and (2) for 
the indications of the author’s own philoso- 
phy as to the function of that Court in 
our governmental system. 

Any estimate of the three lectures which 
are published in this little volume must 
take into account not only that they are 
lectures and not essays, but also that they 
“were intended for lay hearers, having been 
given as a part of the program of the 
Committee on Extracurricular Reading in 
American History at Harvard University. 
The lectures, we are told by the author, 
are published in their original form, the 
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only change consisting of the addition of 
appendices “setting forth in detail the range 
of invalidation of State legislation [by the 
Supreme Court] through the Fourteenth 
Amendment.” As the lectures were pre- 
pared for laymen, the members of the legal 
profession need not look for, and if they 
do will not find, acute analysis of specific 
constitutional problems or new light upon 
the Supreme Court’s influence upon our 
economic, social, and governmental insti- 
tutions. To say this is merely to emphasize 
the character of the book: it is an attempt 
to sketch in bold general outline and in 
language which laymen can understand, the 
influence of Mr. Justice Holmes upon the 
decisions of the Supreme Court. 

In a brief Introduction the author quite 
rightly points out that, except in connec- 
tion with a few spectacular cases like that 
of Dred Scott, historians have not ade- 
quately emphasized the vital part which the 
Supreme Court has played in the develop- 
ment of the country’s political and eco- 
nomic life. The truth of this is clear to 
any student of our constitutional history 
who is himself aware of the manner in 
which for a considerable period the Su- 
preme Court exercised its power to declare 
state and national legislation invalid as 
unconstitutional. The result of this neglect 
by historians was that when the storm 
broke over the President’s plan to increase 
the number of members of the Court, most 
of the lay public were quite unprepared and 
taken by surprise, and consequently never 
were able to see what the shooting was all 
about. Had these lectures been available 
to the public and widely distributed at the 
time of the controversy, it may be that 
more members of the public would have 
appreciated that there were very genuine 
grounds for the complaint that a majority 
of the Supreme Court were reading their 
own social and economic prejudices into 
ambiguous phrases of the Constitution. It 
is not meant to suggest that this knowledge 
would have led the laymen in question to 
approve the President’s remedy, but merely 
that they might have recognized what the 
evils in question were and that some rem- 
edy was desirable. Even now, it will be 
worth while for the interested layman to 
read these lectures and discover why some 
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of the President’s supporters maintain that 
while he lost the battle he won the war. 
He will also discover how the dissenting 
opinions of Mr. Justice Holmes helped to 
prepare the way for the recent shift in the 
Supreme Court’s position which, perhaps 
more than anything else, contributed to the 
defeat of the President’s plan. 

In justice to other so-called “liberal” 
members of the Court—Brandeis, Cardozo, 
and Stone—it should be said that the au- 
thor’s great admiration for Mr. Justice 
Holmes has led him to overemphasize the 
latter’s influence. One or more of these 
other three Justices more often than not 
joined Holmes in his dissents, or wrote dis- 
senting opinions, in many of which Holmes 
joined. In the opinion of the reviewer, 
the form and style of the dissenting opin- 
ions of these other members was often 
better calculated to influence the course of 
later decisions than the more cryptic opin- 
ions of Holmes. 

WALTER WHEELER Cook 

Northwestern University Law School 


Levy, BeryL Harorp. Cardozo and Fron- 
tiers of Legal Thinking. Pp. xv, 315. 
New York: Oxford University Press, 
1938. $2.50. 

SAINER, A. L. (Ed.). Law Is Justice. Pp. 
xv, 441. New York: The Ad Press 
Ltd., 1938. $3.00. 


The publication of The Dissenting Opin- 
ions of Mr. Justice Holmes about a decade 
ago seems to have inaugurated an excellent 
practice of putting into single volumes the 
opinions of great judges. Not only Justice 
Holmes but also Justice Brandeis has been 
honored in this fashion, and now it is the 
turn of the late Justice Cardozo. Dr. 
Levy’s volume is much more, however, 
than a collection of opinions. These are 
preceded by a lengthy study of Justice 
Cardozo’s legal philosophy. The emphasis 
of both Dr. Levy and Dr. Sainer’s volumes 
is necessarily also upon everyday problems 
of the common Jaw rather than upon great 
constitutional questions, since Justice Car- 
dozo’s tenure upon the bench of the United 
States Supreme Court was too brief to 
make it possible for him to leave a great 
mark upon its jurisprudence. 

It must not be supposed, however, that 


229 


for that reason a collection of Justice Car- 
dozo’s opinions does not make interesting 
reading. Cardozo had a great gift of en- 
dowing the ordinary problems of crime, 
tort, and contract with philosophical sig- 
nificance, and especially in the field of tort 
he made a series of decisions of major im- 
portance. The volumes under review pre- 
sent indeed ‘a fascinating opportunity to 
observe the judicial process itself in opera- 
tion in the hands of one of its great mas- 
ters, and to come to grips with most of the 
basic problems of jurisprudence. It has 
been well said that Cardozo represents a 
B.C. period in the jurisprudence of the 
New York Court of Appeals: Before Car- 
dozo. 

Dr. Levy offers a sound exposition of 
Cardozo’s philosophy of law. While he 
quotes the famous witticism that under 
Cardozo the New York Court of Appeals 
ceased to be a court of law and became a 
court of Justice, he makes it clear that 
Cardozo was not an apostle of free law. 
He was a realist, but a moderate one. He 
eschewed barren conceptions and _ scruti- 
nized closely precedents that had obviously 
outlived their usefulness. But he believed 
that certainty was a desirable judicial 
ideal, and that the creative function of the 
judge was necessarily limited. His greatest 
departure from judicial tradition lay rather 
in the great degree of frankness with which 
he acknowledged the multifarious influ- 
ences, personal as well as social and eco- 
nomic, which played a part in the judicial 
process, It was this readiness to tear the 
veil from the legal mystery that gave his 
little book, The Nature of the Judicial 
Process, such celebrity. 

In view of the importance attributed by 
Cardozo himself to the personality of the 
judge, it is to be regretted, however, that 
Dr. Levy has confined himself strictly to 
an analysis of his subject’s philosophical 
ideas, and refrained almost entirely from 
the biographical approach. This lack is 
all the more surprising because Dr. Levy 
himself suggests at one point the rather 
interesting idea of psychoanalysis for 
judges. It could readily be shown, for in- 
stance, that Cardozo’s excessive delicacy in 
matters of sex on occasion affected his deci- 
sions in criminal cases. Dr. Levy’s book 
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would certainly have been more valuable if 
he had documented his discussion of Car- 
dozo’s philosophy more from his cases than 
from his books. The failure to do so 
makes the case material a mere appendix. 

For similar reasons Dr. Sainer’s book, 
which offers a far more extensive collection 
of cases than Dr. Levy’s, needs a lengthier 
introduction than the mere title, Law Is 
Justice. It is nonsensical to assume that 
Cardozo regarded law and justice as synon- 
ymous, as the title implies. Each of the 
cases selected by Dr. Sainer is headed by 
an epigrammatic extract from the opinion 
which is supposed to illustrate Cardozo’s 
passion for justice. But a reading of the 
cases themselves will show that often the 
conclusion reached is amply supported by 
conventional principles and precedents. It 
can hardly be contended, for instance, that 
when Cardozo held that aliens could be ex- 
cluded from employment in public works 
he was furthering abstract social justice. 
It can only be a source of confusion to at- 
tempt even to imply that Cardozo worked 
in the tradition of the Hebrew prophets, 
although it is true that his excessively 
flowery style helps to sustain the illusion. 
It is also a defect of Dr. Sainer’s method 
that in some instances cases have been in- 
cluded for no better reason that that they 
yield moral apothegms. 

However, despite these defects, virtually 
all of Cardozo’s important cases are to be 
found in either Dr. Levy’s or Dr. Sainer’s 
book, and for this reason both are indis- 
pensable to an understanding of Cardozo’s 
activity as a judge. The fact that his 


brethren not infrequently dissented from . 


his conclusions may be taken as the best 
possible proof of that flexibility of the judi- 
cial process which he himself so well de- 
scribed. 
WILLIAM SEAGLE 
New York City 


WEBSTER, DONALD Everett. The Turkey 
of Atatürk. Social Process in the Turk- 
ish Reformation. Pp. xv, 337. Phila- 
delphia: The American Academy of Po- 
litical and Social Science, 1939. $2.50. 
Many volumes have been written about 

the New Turkish Republic. The purpose 

of Professor Webster’s volume is “to de- 
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scribe the complex of processes of change 
in modern Turkey.” ` The author notes: 
“While political historians, religionists, 
economists, and journalists have written 
about that country from their respective 
points of view, this work is marked by the 
advantages and the handicaps of being the 
first to treat its material from the socio- 
logical angle.” He has approached his sub- 
ject not only from the point of view of a 
trained sociologist, but from the experience 
of one who knows the language and who 
has lived for several years in Turkey. 
The book is divided into three distinct 
parts. Part I deals with “Backgrounds,” 
and includes a brief. discussion of the his- 
tory, the land, and the people of Turkey. 
Part II is concerned with “Kamilist Be- 
ginnings.” It is with this section of his 
work that Professor Webster’s fundamental 
contribution to our knowledge of social 
processes in the Turkish Republic really 
starts. One chapter tells the story of the 
Turkish struggle for independence of 
1919-22 which culminated in the Treaty 
of Lausanne of 1923. Another describes 
the “Reformation,” or Devrim. Here in 
brief compass we have an account of those 
early years (1920-26) in which the essen- 
tial lines of the reform were laid down— 
the transformation from medieval Islam to 
modern nationalism, from medieval econ- 
omy to modern machine techniques of pro- 
duction, from a religious to a secular basis 
of state life. The author has given us a 
well-rounded discussion of the various 
phases of these developments, including the 
reorientation of Turkish foreign policy. 
Chapter IX analyzes the problem of 
“Leadership.” Rightly, Mr. Webster be- 
gins with the intellectual leadership of 
Ziya Gökalp (1875-1924), who brought 
the sociology of Emile Durkheim to Tur- 
key. He also provides a good, brief sketch 
of Atatürk. But even more important, 
perhaps, since it is more elusive, Mr. Web- 
ster tells of the work of typical Turkish 
administrators, teachers, and social workers 
as examples of those who are building the 
New Turkey in many different days. 
“Contemporary Kamialism” falls within 
the province of Part ITI. In this portion 
of the work we have portrayed and ana- 
lyzed for the first time in English, in many 
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respects, the development of the Kamilist 
ideology—nationalism, republicanism, pop- 
ulism, étatism, laicism, reformerism, and 
so forth. There follows a discussion of the 
one-party system in Turkey—the People’s 
Party. An excellent chapter is devoted to 
“Propaganda” and the agencies of propa- 
ganda in the country. Students will also 
be much interested in the pages devoted to 
“The Press,” “Education,” the processes of 
“Returkification,” ‘“Etatism in Practice,” 
“Rural Uplift,” social reform, and “Popula- 
tion Factors.” Indeed, it would appear 
that no fundamental social process has 
escaped the author’s attention or analysis. 
In his conclusion Mr. Webster declares: 

“To all but those who judge her by uto- 
pian standards or the centuries-old democ- 
racies of the West, the Turkey of Atatürk 
is a country which has made an almost 
miraculous development in a brief time and 
under trying conditions, and is on her way 
in becoming a thoroughgoing democracy. 
More than the seeds of democracy are to 
be found in the Turkey of today: the seeds 
have sprouted and the plant is coming into 
bud. While there are implicit in her sys- 
tem elements which might lead to the abuse 
of her democratic forms, the beam is 
rather well weighted on the side of more 
democracy, more coöperation, more en- 
lightenment, and more progress. Even if 
we cannot be certain that the goals of the 
Kamilists will be attained, we cannot but 
assert that there is adequate reason to hope 
for and expect their success. Their future 
is about as certainly assured as that of any 
nation. Their success in this generation is 
due not only to circumstances, not only to 
chance, not only to their being Turks, but 
even more to the fact that theirs is the 
Turkey of Atatiirk.” 

Some readers of Mr. Webster’s volume 
will disagree with some of his statements 
and generalizations about both the Ottoman 
Empire and the New Republic. Some will 
take issue with his position that Turkey is 
democratic, or on the road to what we in 
the West call “democracy.” In any case, 
the issue of democracy will be settled on 
the larger world stage. Mr. Webster well 
points out the difference between Kamalism 
and Fascism, Nazism, or Communism. 
Few acquainted with the New Turkey, in 
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an essential way, will challenge his position 
fundamentally. 

The book is replete with excellent photo- 
graphs. There are five black and white 
maps, and no fewer than twenty-eight fig- 
ures or graphs illustrating in clear, concise 
fashion many of the changes wrought by 
the Turkish Revolution. The work is 
based on personal observation and sound 
scholarship. The bibliography, though 
brief, lists works not merely in western 
European languages, but in Turkish as well. 
The appendices include a glossary, a master 
map and gazetteer, and two important doc- 
uments. These are the Constitution, with 
amendments to 1937, and the Program of 
the People’s Party of the Republic (1935). 

Mr. Webster’s volume, written “from the 
sociological angle,” is objective, though 
sympathetic to the achievements of the 
Turks, It is the best, and in some cases 
the only, analysis of the various processes 
of social changes which have gone on in 
Turkey during the years since the begin- 
nings of the Kamâlist Revolution, in the 
English language. The volume should be- 
come the standard work in its field and it 
should go on the “must” list for students 
of the Turkish problem. 

Harry N. Howard 

Miami University 


ROYAL INSTITUTE OF INTERNATIONAL AF- 
FAIRS. The Baltic States. Pp. 194. 
New York: Oxford University Press, 
1938. $3.00. 


The Baltic region remains, with the ex- 
ception of the Balkans, the least-known 
part of Europe. If not for additional rea- 
sons, we must therefore welcome this work 
which provides us within deliberately re- 
stricted limits a concise, and at the same 
time relatively comprehensive, review of 
the historical background, the political and 
economic development and structure, and 
the foreign relations of Estonia, Latvia, 
and Lithuania. It must be noted, however, 
that the grouping together of the three 
Baltic States is to some extent arbitrary, 
since, although they share much in com- 
mon, and although for geographical, his- 
torical, and social reasons maay of their 
problems are the same, they form what are 
essentially three separate and distinct na- 


232 


tional groups. Their differences are at 
least as striking as their similarities. Ra- 
cially, for instance, although there is rela- 
tionship between the Lithuanians and the 
Latvians, there is none whatever between 
either of these peoples and the Estonians, 
whose language and culture approximate 
those of Finland. As regards religion, the 
Lithuanians are almost entirely Roman 
Catholic; the Latvians and the Estonians 
are mainly Protestant. Estonia and Latvia 
look to the Baltic, and have maritime and 
fishing interests; Lithuania is almost en- 
tirely an inland and agricultural country. 
And so on. 

Nor are the problems of external and 
internal policy by any means identical in 
the three countries. But there are certain 
factors in the situation of all three of them 
which tend to link them together. The 
three states were all until recently part of 
the Russian Empire, and form, in effect, a 
buffer between Germany and Russia. Geo- 
graphically, they occupy the seaboard and 
cover a territory which in the past were 
regarded in Germany as a natural field for 
trade and colonization, and in Russia as an 
essential, if not a vital, outlet to the Baltic 
Sea, In the economic sphere also, Estonia, 
Latvia, and Lithuania share many prob- 
lems in common; the dislocation caused by 
the war and the Soviet revolution, by the 
agrarian reform, and by the loss of former 
markets and their natural hinterland in 
Russia and Poland across the new frontiers, 
has borne heavily upon them; all three 
states have populations predominantly en- 
gaged in agriculture; all have striven hard 
to intensify agrarian production, discover 
new markets, and develop their industry. 
Co-operative organization, especially as re- 
gards agriculture, is an outstanding feature 
in all three countries. 

The best parts of this work are those 
dealing with the economic and financial 
features of the Baltic States and the im- 
pact thereon of the crisis of 1931. Very 
interesting are also the sections covering 
the political developments, showing the 
transformation from the ultrademocratic 
constitutions promulgated in 1920 to dic- 
tatorial regimes, which appear to be grop- 
ing towards some new organization of the 
state upon a corporate basis. In Estonia, 
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however, since the promulgation of the new 
constitution, an evident effort is being 
made to return to democratic government. 
The weakest aspect of the study is its 
lack of a good bibliography. Whatever 
bibliographical references there are, they 
are incomplete and omit numerous excel- 
lent studies. We are particularly surprised 
to find no mention whatever of The Baltic 
and Scandinavian Countries, a quarterly, 
the best source of current studies in the 
field, in English, One map, “specially 
drawn for the Royal Institute of Inter- 
national Affairs,” is not too helpful, either. 
JosreH S. Roucex 
New York University 


Scott, WILLIAM ROBERT. Adam Smith as 
Student and Professor. Pp. xxv, 445. 
Glasgow: Jackson, Son & Co., 1937. 
30/-. 

It is the good fortune of all students of 
historical economics that the distinguished 
Adam Smith Professor at Glasgow, whose 
Joint-Stock Companies to 1720 and whose 
Francis Hutcheson have made us his debt- 
ors, should have thought it appropriate 
to crown his years of scholarship by fur- 
ther illuminating the life of the intellectual 
giant for whom the professorship he holds 
is named. Disclaiming any intention of 
writing a new biography of Smith, Pro- 
fessor Scott has simply given us a detailed 
account of all new findings in 126 succinct 
pages of text, supplementing this brief ac- 
count by over 300 pages of documents, let- 
ters, facsimiles, and transcriptions, which 
throw new light on the ancestry, the life, 
and the scholarship of Adam Smith. In- 
teresting oddments such as Professor 
Scott’s conclusion that Dr. Johnson and 
Adam Smith did engage in an exchange of 
uncomplimentary remarks, or the docu- 
mentary references to Smith’s adventures 
in love, in a tan pit, or with a highwayman, 
need not detain us. But the mass of new 
evidence attesting to the part which Smith 
played in university affairs is truly impor- 
tant: instead of the dreaming scholar, al- 
legedly too absent-minded to buy grain for 
his horse, there now emerges an efficient, 
sagacious, alert professor who associated 
with men of affairs, and who because of his 
unquestioned ability was charged by his 
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colleagues with many difficult business 
tasks and with even more delicate problems 
of university administration. Then as now, 
some professors were prima donnas, jeal- 
ous, ambitious, often petty and vindictive; 
but then as now, truly great souls could 
rise above trivial contentions and could 
promote intramural concord at the same 
time that they advanced the frontiers of 
their own domains of scholarship. We 
may now definitely claim Adam Smith as 
one of these worthies; the documents 
which Professor Scott has assembled show 
us a flesh-and-blood professor, trusted and 
respected, presently chosen Dean, then 
Vice-Rector, and, years later, Rector. 

To accuse Professor Scott of sentimental 
antiquarian studies will not do, even though 
there has been a good deal of hunting for 
little things: the exact houses which Smith 
occupied, for example. Yet such small 
details are but by-products which have 
been picked up in the process of screening 
faithfully all the historical debris that 
promised to yield anything of value. The 
main concern of Professor Scott was with 
the development of Smith’s thought, and 
to that end Smith’s career as student, lec- 
turer, professor, and tutor was subjected 
to historical microscopy. Out of that came 
a multitude of new clues. The most im- 
portant single “find” was an early draft of 
The Wealth of Nations among the Town- 
shend papers (reproduced and annotated, 


pp. 317-60) which Professor Scott, on the. 


basis of internal evidence and watermarks, 
has dated circa 1763. Probably an early 
revision of the Glasgow lectures, this man- 
uscript constitutes another strong link, in- 
deed the strongest link, in the now familiar 
chain of evidence (which Cannan and oth- 
ers helped to forge) supporting the belief 
that Smith’s indebtedness to the physio- 
crats was a very modest one. 

The forty-eight heretofore unpublished 
letters written by Smith, as well as thirty- 
three written to him, are full of surprises; 
so are the documents relating to university 
administration, while those concerning uni- 
versity politics are even more so. Dozens 
of little things which may have influenced 
Smith’s thoughts are recorded (e.g., Smith’s 
commission to negotiate freedom for Glas- 
gow students from a local octroi). First 
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viewed, the book strikes one as extremely 
odd; it certainly lacks narrative power, but 
that is quite intentional. What Professor 
Scott has done is to fill gaps in John Rae’s 
Life of Adam Smith (gaps glossed over 
for want of evidence), to verify Rae’s 
conclusion where that seemed appropriate, 
and to correct and amplify Rae’s account 
of Smith’s life by patiently and painstak- 
ingly marshaling incontrovertible evidence. 
Modestly offered as a supplement, Profes- 
sor Scott’s magnificent book is precisely 
what we might have expected from the 
author of the classic work on British joint- 
stock companies: a massive piece of re- 
search, thoroughly executed, faithfully 
recorded. 
E. A. J. JOHNSON 
New York University 


Bowrey, Marran. Nassau Senior and 
Classical Economics. Pp. 358. Chi- 
cago: University of Chicago Press, 1938. 
$3.50. 

Mere statement of the argument of this 
book will indicate its importance to all 
students of historical economics. Briefly, 
it is this: that Senior’s economic theory 
was actually more similar to that of Jevons 
than to that of Ricardo, and that Senior’s 
economic policy made room for a large 
measure of governmental intervention. 
How can this be? Was not the Drummond 
Professor at Oxford a classicist? And did 
he not turn a deaf ear to the distressed 
hand-loom weavers? 

The Senior of the history books, argues 
Miss Bowley, is not the whole man. His 
best contributions to economic theory were 
never published. But what of his Outline 
of Political Economy, which went through 
six editions with scarcely a change? 
Merely a primitive and partial formulation 
of his ideas, answers Miss Bowley. There 
can be no doubt, she insists, that if the 
whole body of Senior’s published and un- 
published writings are considered, his atti- 
tude toward Ricardian economics will be 
found essentially critical, and his central 
concepts will lie nearer to those of Say, 
Hermann, Storch, or Destutt de Tracy, 
than to those of Ricardo, M’Culloch, or 
Mill. And it was precisely because Senior 
could not put all the parts of his theoreti- 
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cal puzzle together that he has been mis- 
judged. Nor should he be sharply criti- 
_ cized for this; until Jevons, Menger, and 

Walras devised appropriate techniques, 
there was really no way of merging real 
cost analysis with utility theory. Marshall 
did what Senior attempted, although Mar- 
shall gave more weight to Ricardian prin- 
ciples than Senior would have done could 
he have synthesized his theoretical frag- 
ments. 

Just what did Senior do to merit this 
fulsome, albeit belated, praise? He clari- 
fied the’ central methodological problems 
of economic inquiry (in this respect far 
surpassing Mill and Cairnes). He demol- 
ished the labor cost theory of value, after 
which he proceeded to fit real cost doc- 
trines and utility analysis into a confluent 
value theory that reconciled the French 
school of Condillac, Say, and Destutt de 
Tracy with the Ricardian school. But 
what of his famous “abstinence” doctrine? 
Purely an instrumental device needed to 
complete the reconciliation; it was Mill 
who distorted the meaning of “abstinence” 
by pulling it out of its context and using 
it to support a real cost theory of value. 

Admittedly, Senior’s achievements in the 
realm of distribution were not equally re- 
markable. Yet he did generalize the rent 
concept, and he vaguely sensed the nature 
of quasi-rents; here his analysis resembles 
that of Hermann and Storch. Even in his 
disappointing wage theory, which bogged 
down in a modified wages-fund doctrine, 
there are bright spots, indicating a partial 
understanding of marginal productivity. 
Perhaps it was because he could not apply 
his confluent value theory in the distribu- 
tive area that Senior let the publishers 
bring out new editions of his 1836 Outline. 

Part II of Miss Bowley’s book should be 
required reading for students of economic 
history, even as Part I should be for stu- 
dents of the history of economic thought. 
Senior can no longer be cited as the non- 
interventionist sans pareil. He was not a 
sentimentalist, that is clear enough; but he 
was a man with deep humanitarian mo- 
tives. When- Hyde Villiers called him “a 
practical Political Economist,” he -charac- 
terized Senior aptly. For Senior’s pro- 
posals for economic reform were by no 
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means doctrinaire: for Ireland he advo- 
cated public works designed to increase 
that country’s productivity; for England 
he recommended less eligibility for poor 
relief in order to cure the cancerous confu- 
sion of wages and poor relief. A truer 
Benthamite than many of his contempo- 
raries, Senior recognized that utilitarianism 
did not exclude intervention; “it is the 
duty of the Government,” he declared in 
his 1847-52 lectures, “to do whatever is 
conducive to the welfare of the governed.” 
He therefore favored government expendi- 
tures for housing, education, and public 
health. He did oppose factory legislation, 
not because he was unmindful of the social 
evils of overwork, but because he honestly 
believed that shorter hours would weaken 
Great Britain’s competitive position in for- 
eign trade and that failing markets would 
visit greater rather than less hardship upon 
the wage earners. For the distress of the 


‘hand-loom weavers, Senior could find no 


remedy; but most certainly he did not sign 
the much-criticized Report because he was 
an enemy of intervention. Toward trade 
unions, however, his attitude was so un- 
compromising that it does lay him open to 
the charge of dogmatism; yet here, again, 
there were practical issues: poverty and 
underemployment were widespread in the 
thirties and forties. To Senior the trade 
unions represented a drag upon maximum 
employment, and he therefore recom- 
mended that trade union activity should 
be drastically restricted. 
E. A. J. JOHNSON 
New York University 


Rocers, James Harvey. Capitalism in 
Crisis. Pp. xi, 210. New Haven: Yale 
University Press, 1938. $2.50. 

That a book of the tenor of this one, to 
say nothing of Thurman Arnold’s Folklore 
of Capitalism, can come out of an Ameri- 
can university, and especially out of a De- 
partment of Economics over which the un- 
informed might suppose that the spirits of 
Arthur Twining Hadley and William Gra- 
ham Sumner still hover, is evidence of 
something. It is, in fact, proof that, for 
those who think, there is still unimpaired 
freedom of thought in America. 

Capitalism in Crisis, we take it, is not 
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addressed especially to the economic fra- 
ternity, but to the general intelligent pub- 
lic. Nevertheless, it is a book which many 
economists may read with profit. Those 
who disagree with the author’s ideas will 
doubtless find much to criticize, yet be- 
neath the lightness of its style and the use 
of the dialogue device will be discerned 
broad perspective and more than super- 
ficial insight into the major maladjustments 
which threaten the continued existence 
both of capitalism and of democracy. 

Professor Rogers singles out six mal- 
adjustments or diseases which he thinks 
now prevent capitalism from providing a 
livelihood for the population—the whole 
population—and he has the courage to see 
and to say that “failing in this essential 
function, any economic system is destined 
soon to be displaced, if not by a better, at 
least by a different, order.” These six dis- 
eases are: (1) maintaining prices and clos- 
ing factories in time of depression; (2) 
savings in excess of business investment, 
with consequent hoarding and deficient con- 
sumer purchasing power; (3) the fallacy 
of the demand for a continuously balanced 
Federal budget; (4) the retarding influence 
of anti-inflation propaganda; (5) the tem- 
per and the bitterness of the battle of 
words and name-calling between certain 
spokesmen of the Government and those 
of business; and (6) the development of 
autarchy not only in nations but in many 
of our American states. 

The unorthodox (from the standpoint of 
the older economics) quality of Professor 
Rogers’ views stands out in his chapter on 
“Home remedies.” All American industries 
should adopt the production and price poli- 
cies of Henry Ford. Most of the advan- 
tages of monopoly should be passed on to 
the consumers in lower prices. In the ab- 
sence of a concerted move in this direction, 
the only alternative is a stiff undistributed 
profits tax. Whenever business spending 
(investment) falls short of savings, the 
deficit must be made up by government 
expenditure. Public works should be 
planned in prosperity to be executed in 
depression. The Federal budget should be 
made to balance over a reasonable period 
of years (never more than ten), and every 
government budget—state and local as well 
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as national—should be divided into two 
parts, an investment budget and a current 
budget. As to the inflation scare, “the 
burden of securing public support would 
be on those who wish to apply brakes to 
recovery rather than on those who wish 
to hasten revival.” As to the fight between 
Government (the New Deal) and business, 
business must forget its recently acquired 
moral scruples, so must Government, and 
labor must remember that its interest lies 
in keeping the economic machine running. 
Internal autarchy can be quelled by proper 
Federal legislation. Finally, a broad type 
of remedial measure—subsidies to one or 
more of the factors of production—has re- 
ceived too meager practical consideration. 
A. B. WoLFe 
Ohio State University 


Loucks, Wirm N., and J. WELDON 
Hoor. Comparative Economic Systems. 
Pp. xiii, 838. New York: Harper and 
Brothers, 1938. $3.50. 

Many comparative studies have been 
written in recent years on democracy, fas- 
cism, and bolshevism. However, most of 
these books stress the political aspects: 
the historical background, the personality 
factors, the political philosophies, and the 
propaganda techniques. There is a need 
for a sound interpretation and a compre- 
hensive comparison of their economic fea- 
tures. In addition to that, almost all pub- 
lications on the new dynamic forces are 
either colorful records by eye-witnessing 
publicists (thus by necessity decidedly 
opinionated) or learned studies on specific 
issues which do not transmit a full picture 
and the right perspective to these rushing 
events. The lack of such a comprehensive 
study on comparative economics has been 
especially felt by the teachers on contem- 
porary affairs. 

The book of Loucks and Hoot succeeds 
very well in filling this gap. It is a clear 
presentation of the most important eco- 
nomic systems competing in our time. It 
starts with a short “Preface to Economic 
Controversy” (pp. 3-29), followed by a 
survey of leading utopian forerunners: 
Thomas More, Charles Fourier, and Ed- 
ward Bellamy (pp. 33-138). Then it 
takes up a more elaborate study of the 
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Marxian theory of socialism and commu- 
nism, its modern development and the 
economy of the Soviet Union (pp. 139- 
501). Fascism in Italy and Germany are 
reviewed in the next part (pp. 503-674). 
The study is concluded with a sound de- 
scription and appraisal of the consumers’ 
co-operative movement (pp. 675-718). 
An appendix of important documents (pp. 
719-803) adds to the usefulness of this 
text. 

Of course, in covering such a vast field 
the authors have to be selective. One may 
argue with them whether the different eco- 
nomic systems are equally dealt with. The 
enumeration of space allotted to the respec- 
tive economic systems shows that socialism 
and communism find a more elaborate 
treatment. This is undoubtedly justified 
considering the longer ideological tradi- 
tion, the basic criticism, and the more 
specifically economic contributions of these 
movements. Still, the very spread and 
rising importance of fascism necessitate a 
careful analysis of this younger ideology. 
Here also a long tradition, even in eco- 
nomic thought, could be traced. Some of 
these forerunners, of course, would be 
found in the socialist camp. In this con- 
nection a more elaborate discussion of 
syndicalism, and especially of Georges 
Sorel, would'be very illuminating. It could 
have served as a good illustration of the 
“leftist elements” in fascism. 

On the whole, one might have wished 
that the comparison between the new dy- 
namic economic systems had been carried 
further. This undoubtedly would have 
shown the rapprochement between bolshe- 
vism and national socialism especially in 
their concrete policies, a tendency which in 
the not too distant future may even have 
extraordinary political repercussions in a 
post-Munich world. However, such an 
evaluation of the dynamic forces of mod- 
ern movements, indicating an interpreta- 
tion of future trends, might have changed 
the character of this book. The authors 
restrain themselves to a more descriptive, 
and in this sense more objective, study of 
conflicting economic ideologies. Well-or- 
ganized in its presentation, balanced in its 
judgment and criticism, almost encyclo- 
pedic in its scope, yet not overloaded with 
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a confusing ballast of material, it serves as 
an excellent introduction to a most intri- 
cate and controversial topic. 
SIGMUND NEUMANN 
Wesleyan University 


ELLSWORTH, P. T. International Econom- 
ics. Pp. xiii, 529. New York: Macmil- 
lan Co., 1938. $4.00. 


It is a pleasure to welcome this valuable 
addition to the literature in the field of 
international trade and commercial policies. 
This is particularly so since the author has 
written a scholarly and clear treatment of 
theory. Only too often we have had either 
a collection of factual materjal with a cas- 
ual theoretical background or extremely in- 
volved theorizing. In Professor Ellsworth’s 
study the emphasis is on theory, but it is 
skillfully and effectively presented. 

Space is divided almost evently between 
theory and policy, with eleven chapters 
under the first heading and twelve under 
the second. In the first part the author 
presents the older theories, the modern 
classical interpretations followed by a criti- 
cism, and elaborates the later equilibrium 
theory through seven chapters. The con- 
trast between the classical and later ap- 
proaches is the clearest and most satisfac- 
tory with which this reviewer is acquainted. 
The discussion of policy develops the pros 
and cons of free trade and protection and 
then examines critically such current mat- 
ter as administrative protection, quotas, 
exchange controls, and monetary problems, 
closing with a chapter on national self- 
sufficiency. 

Whether the volume is a suitable text for 
undergraduate classes will depend upon the 
background of the students. A strong 
grasp of general theory is an advisable 
preparation if it is to be used to advantage. 
For graduate students, it is admirable. 

Two comments of a more critical nature 
may be made. One is that the title is 
broader than the treatment. Not all of 
the subject matter of “international eco- 
nomics” is covered, but only trade theory 
and policy, with one chapter on money. 
The other comment is on the order of 
treatment which places the abstract the- 
ory first and policy second. There is a 
perennial argument over which should 
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come first, and there is perhaps no final 
answer. The reviewer differs from the au- 
thor in his decision, but the author may be 
correct. In any case, the reviewer and 
any others who may use the volume as a 
text may with little. inconvenience assign 
the two parts for reading in the order of 
their preference. 
ERNEST MINOR PATTERSON 
University of Pennsylvania 


Meane, J. E. An Introduction to Eco- 
nomic Analysis and Policy. Pp. xxi, 
428. New York: Oxford University 
Press, 1938. $2.50. 


Mr. Meade’s “Introduction” is organized 
on lines quite different from ordinary text- 
books. Instead of the usual rather vague 
reflections on the general nature of “eco- 
nomic behavior,” on the advantage of 
money over barter, on the role played by 
the factors of production in any conceiv- 
able economic system, Mr. Meade from the 
outset focuses his attention on the frame- 
work of the present capitalistic system. 
Instead of restricting theoretical analysis to 
the concepts of “value” and the formation 
of prices under competition and monopoly, 
he analyzes the “circular” interrelations of 
the economic system as the paramount is- 
sue, namely, the relationship between in- 
come, demand, output, and employment, 
resolutely opening the book with a Part 
dealing with unemployment. 

The publication of such a book was the 
more important since the public’s ideas of 
what is considered “accepted” economic 
doctrine are out of touch with the living 
science. In the press, in public speeches, 
on the radio, we are deluged with state- 
ments about the so-called “sound economic 
principles” which are considered violated 
continually by governmental policy. The 
partisans of these sound principles would 


be astonished to learn that of all the intel-. 


lectually active economic theorists, 50 per 
cent would not accept ‘these principles 
without serious reservations, and the other 
50 per cent would consider them as hope- 
lessly vague and confused. It is as if a 
Rip Van Winkle in physics would start to 
argue on the basis of Galilei and Newton 
against Maxwell, Einstein, and Bohr. It 
would be asking too much if one would 
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expect the public to accept modern devel- 
opments in economic theory without res- 
ervations, But we want to be understood, 
and not to be rejected on the basis of an 
alleged eternal truth contained in super- 
annuated textbooks. And even the reader 
who is unable to accept the modern doc- 
trines of saving, spending, employment, 
and related topics, would profit from 
Meade’s clear presentation of the appa- 
ratus of concepts which modern theory has 
developed for dealing with such old prob- 
lems as perfect and imperfect competition. 

In a field in which thinking is in a stage 
of rapid development, any kind of intro- 
ductory treatise necessarily will have some 
defects in the eyes of even a most sympa- 
thetic reviewer. The following remarks 
are not intended to detract from the value 
of the book, but are meant to be simply 
suggestions for a second edition. 

The treatment of unemployment should 
not be restricted to what virtually amounts 
only to so-called “deflationary unemploy- 
ment.” ‘Treating the unemployment ques- 
tion primarily from the angle of invest- 
ment, i.e. of “optimal utilization” of the 
existing equipment, easily creates the im- 
pression that such optimal utilization is 
identical with “full employment.” In 
other words, a detailed discussion of tech- 
nological unemployment would be desir- 
able. Likewise, the reviewer does not feel 
quite satisfied by Meade’s discussion of the 
relation between wage level and employ- 
ment (1, VII), admitting, however, that in 
this respect a serious lacuna in modern eco- 
nomic literature exists, in which the balance 
between the effects exercised by wage fluc- 
tuation on demand on the one hand, and 
on costs on the other hand, is nowhere sat- 
isfactorily described. Furthermore, there 
seems to exist a certain tendency in Mr. 
Meade’s mind to neglect the sociological 
aspects of certain problems. Public owner- 
ship, for example, cannot be satisfactorily 
discussed without taking account of the 
ways in which, under a given political and 
social setup, the managers of public enter- 
prises would be selected and in which the 
range of the activities would be controlled 
by political agencies. 

Hans NEISSER 

University of Pennsylvania 
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Yover, Fren R. Introduction to Agricul- 
tural Economics. Pp. xix, 494. New 
York: Thomas Y. Crowell Co., 1938. 
$3.00. 


The objective manner in which the au- 
thor sweeps through the fields of popula- 
tion, farm life, standard of living, price 
economy, land income and value, tenure, 
land policies, social capital, farm credit, 
insurance, farm labor, farm management, 
with brief detours into the fields of mar- 
keting, foreign markets, tariff, taxation, 
price movements, farmers’ movements, and 
wealth and income, makes very refreshing 
and interesting reading and at the same 
time gives the student some idea of the 
problems facing the agricultural producer; 
but I am not sure that the student gets 
more than a highly interesting tourist 
knowledge of the subject. 

The information is drawn from the re- 
search of many workers, to whom the au- 
thor gives credit. The value of such a 
book depends on the ability of the author 
to select and interpret properly the work 
of other writers, and to weave the findings 
into a well-constructed, logical presenta- 
tion. That the author has failed in some 
instances is illustrated by his widely di- 
vergent statements on subjects like farm 
standard of living. He first says the pro- 
duction of farm products has always been 
high and prices low, and later discusses the 
relatively high prices of agricultural prod- 
ucts from 1900 to 1914. A reason given 
for the low farm standard of living is that 
farmers spend their incomes to buy more 
land instead of spending it for home com- 
forts and conveniences, although tables on 
improved acreage per farm show 78 acres 
in 1850 and 78 acres in 1920. A later 
chapter emphasizes the high standard of 
living of farmers of the United States as 
compared with other countries. All this 
leaves one confused as to what the author 
really expects the living standard to be. 
He believes that the most effective way to 
increase the price of agricultural products, 
and thereby improve the standard of farm 
living, is to make them scarce. 

The author in the 110 pages devoted to 
lands presents little more than generaliza- 
tions dealing with past policies, values, and 
uses. One might be led to expect a con- 
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structive program of present and future 
land uses and land values based on chang- 
ing conditions. Irrigation is out because 
it does not permit the farmers’ standard of 
living. One may well ask what farming 
regions do permit the author’s farm stand- 
ard of living. 

Tariffs are dismissed by stating that the 
Fordney-McCumber tariff cost the farmers 
$301,000,000 a year. Although Mr. Yoder 
considers taxes as production costs, he does 
not think they can be readily shifted, and 
cites for example products from high- 
priced, high-taxed lands competing with 
products from low-priced, low-taxed lands. 
He seems to place emphasis on acreage 
rather than production. 

Mr. Yoder has a clear and interesting 
style and a splendid list of references, and 
if the discussions were brought up to date, 
the book would have a distinct value for 
students in rural sociology. 

A. F. Vass 

University of Wyoming 


Bye, Raymonp T., and Witt1am W. Hew- 
ETT. Applied Economics. Third Edi- 
tion revised. Pp. x, 690. New York: 
F. S. Crofts and Co., 1938. $3.75. 


At first sight this book gives an impres- 
sion of being a pleasant addition to the 
numberless eclectic works which follow 
chiefly classical and post-classical lines. As 
a matter of fact, a careful reading shows 
that it is in marked contrast to the tradi- 
tional individualistic pattern. Obviously 
there is some lack of consistency, which 
indeed pervades the entire volume. Al- 
though the gist of worn-out arguments in 
favor of free competition is scattered 
through the entire work, no principal ob- 
jection is raised against state interference. 
The authors presuppose inherent social and 
economic disharmonies. Hence, to them 
the only way out of the troubles of the 
present day is an energetic correction of 
the individualistic structure of society. 
The need of a reorganization of production 
and of a redistribution of wealth, aiming at 
greater equality and “diffusion of income,” 
is emphasized. Indeed, the defects of cap- 
italism are so vigorously depicted that the 
crucial question occurs whether capitalism 
“will eventually be superseded by some 
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other form of economic organization.” 
The approach throughout the work is 
tinged with an advocacy of social reform. 

However, in many cases the authors are 
afraid they may be going too far. Thus, 
they urge a reasonable compromise through 
seeking a golden mean which is generally 
considered politically wise. At any rate, 
it is a merit in a textbook, which first of 
all aims at analyzing problems, not at per- 
suading and converting people. Naturally, 
because of such reluctance to suggest radi- 
cal solutions, the argument is occasionally 
less cogent than otherwise it would be. 

By way of illustration there may be 
cited three instances: 

1. The authors handle the issue of price 
control in a rather ambiguous manner. 
Principally, they emphasize competitive 
prices and oppose any price fixation. 
However, they admit exceptions in the 
case of temporary maladjustment of de- 
mand and supply, and in the case of an 
unusual shortage even dare to say that ra- 
tioning of commodities among the produc- 
ers is “the only fair way to handle the 
situation.” As we know by experience, 
rationing cannot become efficient without 
being supplemented by price fixation. At 
any rate, this program leads into the im- 
mediate neighborhood of a planned econ- 
omy. 

2. Similarly, it seems difficult to dove- 
tail some radical devices in the field of 
business cycle policies with the stereotyped 
emphasis on the boon of free competition. 
For eliminating and mitigating those dismal 
disturbances, “a wisely directed system of 
economic planning, possibly even the so- 
cialistic control of industry” (p. 299) may 
be required. 

3. The predilection of state interference 
is focused again in many other cases, e.g., 
in the field of monetary and credit policies. 
Here the authors display an enviable op- 
timism. They feel disposed to recommend 
the compensated dollar plan and propose to 
tackle the problem of credit fluctuations by 
such a doubtful scheme as the One Hun- 
dred Per Cent Bank Reserve Plan. Evi- 
dently, in this field too, the complexity of 
the implications of a planned economy is 
underrated. 

The entire analysis covers a vast field, 
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including the main issues of social economy 
and public finance. It is easy reading, with 
well-selected examples, up-to-date statis- 
tics, and bibliographical hints. It induces 
to weighing pros and cons and evaluating 
popular prejudices. It may thus be greatly 
helpful to all newcomers in the field. 
Fritz KARL MANN 
American University 


Meram, Lewis. Public Personnel Prob- 
lems. Pp. xii, 440. Washington: The 
Brookings Institution, 1938. $3.00. 
The very concrete value of this study 

arises from the fact that it is written from 

the point of view of the operating officer 
in the public service. As the author points 
out, most studies of our public service have 
been written either from the historical ap- 
proach or from the point of view of the 
central controlling personnel agency. It 
is the thesis of this book that most of the 
problems which must be solved if the serv- 
ice is to be efficient arise within sections of 
the service under the immediate eye of the 
operating officer. The central personnel 
agency—i.e., the Civil Service Commission 

or similar body—is involved in only a mi- 

nute proportion of them. Even such mat- 

ters as the analysis of positions, the con- 
struction and administration of tests, the 
fixing of salaries, and so on, require more 
than the casual co-operation of the execu- 
tives on the job. These matters and such 
others as hours, vacation and sick leaves, 
safety provisions, retirement, morale and 
discipline, and the organization for person- 
nel administration, are discussed with ad- 
mirable clarity and illumined by numerous 
concrete illustrations drawn from the au- 
thor’s own long experience and observation. 

To the reviewer it would seem that prac- 
tical administrators would find the study 
full of sensible suggestions. That type of 
reformer whose enthusiasm is exhausted by 
condemning the spoilsmen may not like to 
be dragged from the clouds to think about 
the stuff of which actual administration is 
made, but it will be good for him to read 
it, nevertheless. Two classes especially 
ought to be subjected to the discipline of 
this book: those who would copy the Brit- 
ish system on these shores, and those who 
are sanguine as to the possibilities of train- 
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ing administrators in our colleges and uni- 
versities. With regard to the first point, 
Mr. Meriam is perfectly right in his in- 
sistence that we have a social system upon 
which the British plan cannot be grafted 
without very serious modifications; as to 
the second, the whole study in a sense re- 
inforces the view that vocational training 
should be post-entry rather than pre-entry, 
and that to forget this lays us open to the 
risk of preparing able young people for 
positions which are comparatively rare, or 
condemning many university graduates to 
places on the treadmill, Though not based 
primarily upon printed sources, this book 
greatly enriches the literature of public 
administration. 
Lane W. LANCASTER 
University of Nebraska 


Stout, Hiram MILLER. Public Service in 
Great Britain. Pp. xx, 189. Chapel 
Hill: University of North Carolina Press, 
1938. $2.50. 


This work of Mr. Stout’s is an excellent 
summary of the development and present 
status of the British Civil Service, with 
repeated references to the expanding func- 
tion of this arm of government in an era 
when governmental functions are becom- 
ing increasingly dominant. The author has 
given special attention to the place of the 
permanent civil service in the hierarchy of 
government as well as in its broad social 
setting. The relationship between the serv- 
ice and the secretarial heads from the point 
of view of internal organization and con- 
trol, the relationship between the civil 
service and Parliament, and finally between 
the service and the gene,al public are ex- 
plored in an interesting manner. The final 
chapter is appropriately headed “Masters 
and Servants.” Here a tribute is paid to 
the genius of the English people in holding 
the scales reasonably level as between the 
bureaucracy and the public whose servants 
the bureaucracy is. 

Evidence of the breadth of treatment is 
to be found in the consideration given to 
the democratic tendencies that have be- 
come apparent, particularly since the war, 
both in the realm of Parliament and in that 
of the governmental service. The tradi- 
tional preponderance of the aristocracy, 


THE ANNALS OF THE AMERICAN ACADEMY 


the governing class, has apparently been 
considerably modified in Parliament and 
the upper range of official positions in the 
administration of government. 

One of the most fruitful and at the same 
time longest chapters in the work is entitled 
“The Permanent Brain Trust.” Here the 
author analyzes the development of the 
“Administrative Class” which has so long 
exercised the controlling influence over the 
conduct of government and is said to have 
contributed more than any other single fac- 
tor to the reputation for excellence which 
is enjoyed by the British Civil Service the 
world over. When one considers the at- 
tention devoted to the discussion of the 
Administrative Class by students of public 
administration in the United States, such 
an analysis as Mr. Stout has seen fit to give 
to the subject seems fully justified. In a 
chapter of thirty-five to forty pages he has 
reviewed the origins and summarized the 
major characteristics of this class in a bal- 
anced and illuminating manner. 

Mr. Stout has contributed a volume that 
deserves a place on the shelves of those 
interested in the subject of public admin- 
istration, particularly in its personnel as- 
pects. By first-hand observations and con- 
tacts the author has caught the atmosphere 
of the British Civil Service. He is well 
acquainted with standard treatises and re- 
ports on the subject and provides ample 
documentation. The work is written in a 
pleasing and flowing style. In the opinion 
of the reviewer its major contribution con- 
sists in providing a political and social set- 
ting for the civil service as an instrument 
through which modern society is increas- 
ingly working its will, This volume is a 
timely contribution in view of the expand- 
ing recognition in this country of the im- 
portance of expertness, intellectual flexibil- 
ity, and social responsibility among those 
charged with the conduct of public affairs. 

Wirum E. MOSHER 

Syracuse University 


Lasxr, Harotp J. Parliamentary Govern- 
ment in England. Pp. 383. New York: 
The Viking Press, 1938. $3.50. 

The events of the twentieth century are 
showing in ever clearer perspective that 
the democratic theorists of the nineteenth 
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took too much for granted. From the two 
premises that all men are “essentially” ra- 
tional and that all differences can be com- 
promised by discussion, they proceeded to 
draw the conclusion that democratic insti- 
tutions are universally applicable. Today, 
it is impossible to accord wholehearted ac- 
ceptance to any of the steps in this argu- 
ment. The concentration camp cannot 
easily be fitted into such hypotheses. 

It is one of Professor Laski’s great mer- 
its that he goes down to the fundamentals. 
In this excellent book he analyzes not 
merely the machinery of government but 
the assumptions of those who run the ma- 
chine. His thesis can be put briefly. Par- 
liamentary government, as it evolved in 
England after 1688, depended on a large 
measure of agreement between contending 
political parties. They agreed, above all, 
on what Mr. Laski regards as the determin- 
ing factor in any community—the nature 
of its economic system. Since the basic 
principles of capitalism were accepted by 
Conservative and Liberal alike, a change 
in government could be accepted with rela- 
tive equanimity. The central problem 
posed by the author is whether democratic 
institutions can continue to operate when 
one of the two major parties advocates a 
radical. reconstruction of the economic 
foundations of society. To express it con- 
cretely, would the Conservatives sit peac- 
ably by while a Socialist government used 
democratic procedures to abolish private 
ownership of the means of production? 

Although Professor Laski asks this ques- 
tion, he refrains, and wisely, from any defi- 
nite answer. He alludes, however, to 
incidents such as the Ulster crisis as fore- 
warnings of what might happen. If Eng- 
lish flesh and blood could be trusted to 
behave in the fashion of the abstract polit- 
ical man of the democratic theorists, such 
misgivings would be unnecessary. But at 
this very point one is forced to query the 
premise that all differences can be settled 
by discussion. Experience shows that cer- 
tain issues do exist on which men would 
rather fight than give in. Democracy, in 
short, must squarely face its own limita- 
tions, It professes to allow free speech; 
but, quite clearly, it cannot permit freedom 
of expression to domestic Nazis who would 
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overthrow democracy itself. It asserts 
that the will of the majority must in all 
circumstances prevail; but it should recog- 
nize that on some issues the minority will 
not acquiesce. If it comes to the test, 
those who oppose socialism must decide 
whether democracy or capitalism is nearer 
to their hearts. Should their preference be 
for the latter, civil strife would ensue in 
which the survival of democratic institu- 
tions would be imperiled. 

This is forcibly brought out by Mr. 
Laski’s discussion. Distinguishing the ma- 
chinery of government from the purposes 
to which it is put, he has little but praise 
for the former. Indeed, viewed as a set 
of institutional arrangements, the British 
constitution, with the exception of so gross 
an anomaly as the House of Lords, is a 
remarkably successful instrument. But 
Great Britain, though it is wedded to demo- 
cratic institutions, is still far from attain- 
ing a democratic society. The class dis- 
tinctions, the perpetuation of privilege, the 
glaring inequalities of educational oppor- 
tunity, violate the first principles of democ- 
racy. Behind the democratic façade lies 
an, aristocratic, if not plutocratic, interior. 
To remove this inconsistency is the task 
that awaits future statesmanship. 

The author is to be thanked for his pene- 
trating commentary. While criticizing 
those features of the constitution which 
tend to favor one party at the expense of 
another, he is frank in his admiration when- 
ever, as in the case of the House of Com- 
mons and the Civil Service, he feels it to 
be deserved. It is a valuable service to 
have brought to the forefront, with his 
wonted clarity and vigor, the tacit assump- 
tions that underlie the governmental frame- 
work. If the possibilities of conflict are 
examined in advance, it is more likely that 
a harmonious solution may be devised. 
Democracy must pay heed to the advice of 
the Delphic oracle, “Know thyself.” 

LESLIE Lipson 

Victoria University College 


HocBen, LANceLot (Ed.). Political Arith- 
metic. Pp. 531. New York: The Mac- 
millan Co., 1938. $9.00. 


The symposium begins with a heady 
cocktail by the editor, Lancelot Hogben, 
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Fellow of the Royal Society. Its base is 
the idea of useful, quantitative knowledge 
about man and the conditions of human 
life—distilled by Petty (author of the Po- 
liticall Arithmitick) and his fellows of the 
original Royal Society. This is seasoned 
with erudition and bitters, the latter from 
the decomposed fruits of Malthus and the 
classical economists. Hogben’s particular 
thesis of a social technology in terms of 
thermodynamics strikes this reviewer as 
fantastic, but it is a stimulating idea. 
There follows a series of statistical and 
historical excursions on two themes: Repro- 
ductivity (Part I), and Social Mobility 
(Part II). Kuczynski and Charles give 
authoritative expositions of international 
trends in reproductivity and changes in the 
fertility, mortality, and age structure of 
the population of Great Britain. The for- 
mer presents an anthology of the opinions 
of British demographers on fertility. The 
most important new demographic materials 
are afforded by complementary studies, by 
Charles and Moshinsky and by Glass, on 
variations in fertility in different areas of 
England and Wales at different times, with 
supplementary social data. These studies 
clearly show a narrowing of regional differ- 
entials in fertility during the last two dec- 
ades, with convergence at points far below 
the replacement level. It is interesting to 
note that in England, as in France, the 
rural-urban differential is relatively negli- 
gible, in contrast with the large differences 
in reproductivity found between rural and 
urban areas in the United States. The ex- 
tensive use of gross reproduction rates ob- 
tained by indirect standardization for age 
is an extremely interesting contribution to 
methodology. Charles’s analysis of family 
structure in Australia, using birth-order 
data, is also important in this respect. A 
similar procedure has been independently 
developed in this country by P. K. Whelp- 
ton, in line with earlier investigations by 
A. J. Lotka. The American reader should 
be warned to follow Charles’s applications 
of the technique to American data with 
great caution, because of deficiencies in 
these data which have not been adequately 
taken into account in this presentation. 
Glass makes a further contribution to the 
study of marriage rates in relation to eco- 
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nomic fluctuations, previously investigated 
by Ogburn, Thomas, and others. 

The analysis of the relation of educa- 
tional opportunities and entrance wages to 
social mobility, by Gray, Moshinsky, Glass, 
Charles, and Morgan, yields some ex- 
tremely significant results (Part II). 
These controlled statistical studies show 
the operation of major factors affecting 
class stratification in England. It would 
be interesting to find out what results 
would be obtained from comparable stud- 
ies in the United States, where equality of 
opportunity has long been a shibboleth, if 
not a reality. 

The real intellectual piéce de résistance 
of the entire volume is the final essay by 
Allison Davis. Its title, “The Distribution 
of Blood-Groups and its Bearing on the 
Concept of Race,” understates its full im- 
port. It is, in the opinion of the reviewer, 
the most accurate and logical exposition of 
race, in the light of contemporary science, 
yet available in any source. 

FRANK LORIMER 

American University 


TYLER, J. E. The Struggle for Imperial 
Unity. Pp. ix, 219. New York: Long- 
mans, Green & Co., 1938. $5.00. 

The unification of Italy and of Germany, 
and the completion of federation in Can- 
ada, suggested a certain pattern of Imperial 
unity to British minds in the 1870’s. Pro- 
fessor Tyler tells the story of the resulting 
movement. He tells of the organization of 
the Imperial Federation League, describes 
the many proposals for Imperial constitu- 
tions, traces the reduction of the program 
to “Kriegsverein or Zollverein”? and then 
accounts for the paralysis of the tariff side 
of the movement in the presence of the 
free trade policies of the mother country, 
and for the defensive side of the movement 
in the presence of colonial indifference to 
European great power relations. 

The question that is raised, but not 
clearly faced, in the book seems to the 
reviewer to be this: did British statesman- 
ship win such Imperial unity as now pre- 
vails by following or by breaking away 
from the ideas of state interest and state 
structure that prevailed in the eighties and 
were exemplified in the unification of Ger- 
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many? Were the leaders in this “struggle 
for Imperial unity” leading the Empire a 
short way on a road it continued to follow 
later, or were they trying to drive it down 
a road which it refused to take, preferring 
another? The author has not made his 
own position clear, for on the one hand he 
seems to accept the idea that the move- 
ment saved the Empire from some very 
grave dangers of disruption, and on the 
other hand he shows that the Imperial Fed- 
eration program was constantly and in- 
creasingly diluted in England while colonial 
nationalism was increasing abroad. 
Rozert C. BINKLEY 
Western Reserve University 


TAYLOR, ALBION GUILFORD. Labor Prob- 
lems and Labor Law. Pp. viii, 663. 
New York: Prentice-Hall, Inc., 1938. 
$3.75. 


Dr. Taylor’s treatise, with its emphasis 
upon labor law, discusses: (1) the nature 
and origins of labor problems; (2) the his- 
tory and objectives of organized labor; (3) 
the legal background of the labor move- 
ment; (4) the social and legal phases of 
labor problems; (5) the role of govern- 
ment in industrial disputes; and (6) the 
approach of the employer to labor prob- 
lems. The author’s discussion on the his- 
tory of the labor movement and his analy- 
sis of the primary and secondary objectives 
of organized labor are clearly presented. 
The consideration of the social and legal 
phases of labor is thorough and complete. 
This thoroughness is especially noticeable 
in the treatment of the unemployment 
problem, social security legislation, and 
wage-hour legislation. However, the au- 
thor, by the elimination of much historical 
material, could have treated the subjects 
of child labor, women in industry, convict 
labor, and immigrant restriction with 
greater economy. 

In his consideration of the role of gov- 
ernment in industrial disputes, Dr. Taylor 
presents: (1) a clear but necessarily gen- 
eral discussion of judicial regulation of the 
conduct of parties engaged in industrial 
conflict; (2) a discussion of the status of 
organized labor under the antitrust laws; 
and (3) an exceptionally well-organized 
chapter on the settlement of labor disputes. 
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On the whole, the treatise is subject to 
criticism for the inclusion of items not di- 
rectly pertinent and for the omission of 
other items. The last section of the book, 
dealing (for the most part) with the “bel- 
ligerent” attitudes of employers’ associa- 
tions and giving a superficial treatment of 
personnel management, could have been 
profitably eliminated. Despite the increas- 
ing importance of union membership for 
workers, the author pays little or no atten- 
tion to the legal status of collective agree- 
ments, the responsibility of union officials 
to their rank and file, or the problems of 
the administrative tribunals created by re- 
cent labor legislation. 

The most serious limitation of the book 
is the author’s approach to the labor prob- 
lem. Dr. Taylor questions the validity of 
the doctrine of natural or inalienable rights. 
The acceptance of such doctrine, in his 
opinion, impeded the progress of labor 
legislation. The author dogmatically as- 
serts that social control should be based 
on an evolutionary concept of society—a 
concept of changing social relations. Such 
a concept, according to the author, is in 
conflict with the absolutistic concept which 
assumes fixed relationships based upon a 
natural order and in which natural rights 
exist. The fundamental error of the au- 
thor is his incorrect interpretation of the 
doctrine of natural rights, His evolu- 
tionary concept is responsible for a great 
degree of inconsistency in the treatment of 
“due process” and the police power. 

James P. ROWLAND 

Chestnut Hill College 


Woytinsky, W. S. Labor in the United 
States. Pp. xxii, 333. New York: So- 
cial Science Research Council, 1938. 
$3.50. 


Two significant aspects of present-day 
society are the change of scale in industrial 
operations and the unparalleled develop- 
ment of technological skill. These have 
helped to unbalance our social structure 
and have aroused widespread concern with 
social problems. In an effort to provide 
some balancing factors, legislators are ex- 
perimenting with programs of social se- 
curity and the development of new gov- 
ernmental controls. Other phases of this 
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readjustment are the growth of a new form 
of labor organization and the increasing 
insistence by the public that large-scale 
industry and big business have a social as 
well as an economic function. The ap- 
pearance of these social phenomena calls 
for a modification of our previous tech- 
niques of social study, and in particular 
the development of new concepts of labor 
statistics. The usual occupational classi- 
fications in our census reports are not only 
inadequate but even misleading. Our pres- 
ent interest centers on industrial groups 
rather than on unrelated occupations and 
crafts. 

In this connection, Dr. Woytinsky’s re- 
port on Labor in the United States is a 
work of great importance. He reclassifies 
existing census data and develops a new 
outline of labor and employment statistics 
which more adequately meets the needs of 
social security administration. His book is 
divided into two parts. Section One deals 
with occupational statistics which refer to 
the supply of labor and show the distribu- 
tion of our working population by industry 
and by class of work, sex, age, and race. 
The author also discusses the general in- 
dustrial and occupational mobility which 
is so characteristic of workers in the United 
States. Section Two is devoted to employ- 
ment statistics which supply information 
as to the number of workers actually em- 
ployed in industrial units. Both sections of 
the book are well supplied with graphs and 
tables and contain methodological discus- 
sions which are extremely valuable to any- 
one interested in problems connected with 
unemployment compensation and old-age 
insurance. However, the practical useful- 
ness of this book extends beyond these 
special topics. The author’s approach pro- 
vides a valuable new tool for anyone dealing 
with problems embracing the social-eco- 
nomic structure of our society as a whole. 

PauL Picors 

Harvard University 


Mason, AtpHEus THomas. The Brandeis 
Way. Pp. x, 336. Princeton: Princeton 
University Press, 1938. $3.00. 

In view of the Monopoly Investigation, 
the work of the Insurance Section of the 

Securities Exchange Commission, and the 
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recent introduction of life insurance by the 
savings banks in the state of New York, 
this book is of current value. Its almost 
exclusive aim is to explain the idea and 
development of savings-bank insurance, ini- 
tiated in the United States by Brandeis 
thirty-one years ago in Massachusetts. 
The book relates “the patiently victorious 
labors of a successful lawyer who, though 
long and closely engaged in the court and 
market affairs of big business, kept alive 
within his heart the instinct for social 
betterment.” 

The author indulges in a very detailed 
enumeration of facts, and, with the atti- 
tude of a real lover, he forgets other mat- 
ters when thinking of his beloved subject. 
There can be no doubt that the Brandeis 
way is worthy of study by every econo- 
mist, social worker, sociologist, and insur- 
ance man. However, a really scientific 
study would need to compare the American 
way of handling savings-bank insurance 
with the method of several European coun- 
tries, eg., Belgium, which experimented 
with it both before and after Brandeis. 
The experience of savings-bank insurance 
is at once a good and a sad example of the 
slow progress of even the best ideas. No 
matter what form of government exists, in 
any country, it is one of the most difficult 
tasks to educate people to think for them- 
selves and choose the most advantageous 
things. Financially interested persons will 
always have more and quicker success, 
even in selling more expensive and less 
desirable goods, than idealists will have. 
This is illustrated by the history of the 
British Post Office Savings Bank Insuraice, 
which, after being in force for several dec- 
ades, was abolished because of a minimum 
of success in spite of its extraordinarily 
low price. If a small percentage of the 
money which is spent to teach how to sell 
insurance were used to teach how to buy 
insurance, probably much of the criticism 
contained in this book would be unfounded. 
Furthermore, even if savings-bank life in- 
surance really possessed all the marvelous 
qualities which the author extols, it would 
never be (as the author seems to believe) 
a substitute for social insurance. 

ALFRED MANES 

Indiana University 
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DuBois, ARMAND BupIncton. The Eng- 
lish Business Company after the Bubble 
Act, 1720-1800. Pp. xxii, 522. New 
York: The Commonwealth Fund, 1938, 
$5.00. 

W. R. Scott’s classic Joint Stock Com- 
panies to 1720 was completed in 1912; 
twenty-four years later, B. C. Hunt’s De- 
velopment of the Business Corporation in 
England, 1800-1867 appeared; now comes 
another volume on the history of British 
company enterprise, one especially welcome 
because it fills the gap between Scott and 
Hunt. The three books differ markedly in 
emphasis, in scope, and in richness of de- 
tail, but at long last we do have, at any 
rate, a chain of monographs that trace the 
fortunes of British business companies 
from the late medieval period to 1867. 

Approaching his chosen chapter with the 
aid of legal training, Mr. DuBois has nat- 
urally emphasized legalistic details, and this 
_is extremely fortunate, because no one 
could have dealt with this tangled chapter 
of company history who did not have pre- 
cise and careful training in legal historical 
research, The “Bubble Act” compelled 
“projectors” (promoters) to turn to legal 
counsel, and Mr. DuBois’s second index 
will promptly refer the reader to more than 
a hundred eighteenth-century “corporation 
lawyers” (as we would say), among them 
the redoubtable Sergeant Thomas Pengelley 
whose consummate shrewdness in inter- 


preting the Statute comforted hesitant en- . 


trepreneurs in the uncertain years after 
1720. Mr. DuBois’s index of companies 
(with reference to over two hundred char- 
tered, unincorporated, or projected busi- 
ness associations) will as quickly give some 
idea of the ambitions and the persistence 
of the promoters; while the text of the four 
chapters (heavily documented by refer- 
ences to company books, and legal records) 
describes precisely how the promoters and 
their legal counsel succeeded in establish- 
ing a great variety of business companies 
without running afoul of the law. For 
better or for worse, the repressive legisla- 
tion of 1720 had opened up a huge frontier 
of company practice for astute lawyers. 
Presently a thick forest of precedent pro- 
tected business men from any great danger 
of prosecution, and as the forest grew more 
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tangled, the caution, so marked in the sec- 
ond quarter of the eighteenth century, 
steadily diminished. 

Why was this lawyer-planted windbreak 


‘so consoling? Because the “Bubble Act” 


was dangerously ambiguous. By outlawing 
the creation of transferable shares in a 
joint stock without legal permission, the 
act had two primary results. One group of 
promoters, not always the most cautious, 
petitioned the Crown (or Parliament) to 
grant them corporate charters; their coun- 
sel skillfully drew up the petitions so that 
all possible benefits of incorporation would 
be obtained if the prayer succeeded. Not 
all promoters, however, were willing to 
have their schemes put through that fine 
sieve of scrutiny which the law officers of 
the Crown employed so exactingly, and as 
a result, the Bubble Act vigorously stimu- 
lated experimentation with unincorporated 
business companies. The delicate task of 
counsel now became the devising of ways 
and means whereby unincorporated com- 
panies could obtain the virtual benefits of 
incorporation without running the risks of 
prosecution under the vague provisions of 
the Bubble Act. As a “stepchild of the 
law,” the unincorporated company some- 
times began as a partnership, achieving 
most of the powers of a corporate body by 
the use of the trustee device. Many other 
subterfuges gradually emerged, making it 
“a tribute to the shrewdness of eighteenth- 
century lawyers that in most instances the 
advantages of formal incorporation were 
approximated for the unincorporated com- 
pany” (p. 216). Most, but not all. Ham- 
pered in bringing or defending lawsuits, 
the unincorporated companies proceeded to 
settle many of their difficulties by arbitra- 
tion. It was just as well, perhaps, because 
in the business of raising sizable amounts 
of capital, thé unincorporated company had 
to choose between circumventing the pro- 
hibitions of the Bubble Act regarding 
transferable shares or boldly violating the 
act and taking the risks, 

Armed with a great variety of corporate 
and quasi-corporate devices which lawyers 
had gradually developed, companies in- 
vaded one business after another. Mr. 
DuBois has carefully analyzed their or- 
ganization, their capital-raising practices, 
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their administration, and their legal privi- 
leges and responsibilities. Economic his- 
torians will perhaps be saddened that no 
exact estimates have been made of the 
share of business enterprise organized on 
company basis; but the very vagueness of 
the legal definition of a company has made 
such calculations almost impossible. Too 
literal an interpretation of the Bubble Act 
by the law officers of the Crown meant 
that the government chartered few com- 
panies and practically closed its eyes to 
the activities of unnumbered unincorpo- 
rated companies. Yet it was really these 
companies that represented the widening 
sphere of corporate enterprise. 

Mr. DuBois has not merely written an 
important book; he has indicated how the 
economic history of eighteenth-century 
company enterprise must be approached. 
He deserves good disciples who will carry 
his excellent work still further. 

. E. A. J. JOHNSON 

New York University 


Horcuxiss, GEoRGE Burton. Milestones 
of Marketing. Pp. xvi, 305. New York: 
Macmillan Co., 1938. $2.50. 


It was probably inevitable that a book 
on the history of marketing should follow 
closely upon the heels of the recent de- 
velopment of the literature dealing with the 
present organization, policies, and methods 
of marketing. It is especially fitting that 
such a book should come from Professor 
Hotchkiss, one of the pioneer teachers and 
writers in marketing science. 

Professor Hotchkiss’ compact little vol- 
ume is obviously the product of long stud- 
ies and mature thinking concerning the 
currents and movements leading up to the 
marketing situation as it is today. His 
long interest in the historical phases of 
this subject is evidenced by his editorship 
in the reprinting, in 1931, of Wheeler's 
Treatise on Commerce, a book first issued 
in the seventeenth century. 

Professor Hotchkiss in this book traces 
the evolution of marketing in England back 
as far as the Middle Ages. He describes 
in successive chapters the rise of the free 
towns, the guild system in domestic mar- 
keting, the staple system in foreign trade, 
the rise of the great trading companies fol- 
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lowed by monopolies of the Stuart regime, 
the development of mercantilism and the 
colonial system, the effects of the industrial 
revolution on marketing, the evolution of 
large-scale production followed by wide- 
scale retailing, and the origins and impor- 
tance of national advertising. The study 
concludes with a concise survey of the 
changes that have occurred in marketing 
since the World War and even the effects 
on marketing resulting from the New Deal. 

The chapters describing the marketing 
systems of the seventeenth and eighteenth 
centuries are, in the opinion of the re- 
viewer, particularly interesting and happily 
written. The rising causes of discontent 
that led to the American Revolution grow- 
ing out of the trading relations of England 
with the American colonies, are high- 
lighted with a new interest. 

Professor Hotchkiss’ many years of ex- 
perience as a teacher of English, as an 
advertising man, and as an expert on ad- 
vertising copy, have contributed decided 
advantages to this book for the reader. 
His writing is well organized, interesting, 
and lucid. 

To find fault with a pioneer book so 
well written may seem an act of superero- 
gation, but a reviewer is expected to dis- 
cover and find faults. It is possible that 
some of the book’s readers may feel that 
there should have been more thorough 
documentation in a work such as this. 
The sources and references mentioned at 
the close of each chapter may not be ade- 
quate for the purposes of the historical 
student. Detailed references and complete 
documentation might, however, burden the 
average reader and detract somewhat from 
the easy pleasure of reading the book. 
Documentation will, no doubt, be ade- 
quately cared for in other historical re- 
search projects certain to follow. 

Professor Hotchkiss struggles somewhat 
indeterminately with the problems of exact 
origins of many of our marketing institu- 
tions, such as department stores, mail order 
houses, and chain stores. The description 
of the evolution of wholesaling, in view of 
its long-time as well as present importance 
in the marketing of goods, seems rather too 
sketchy. Perhaps a historical account such 
as this might have given a little more space 
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and emphasis to the leadership and per- 
sonalities responsible for the great changes 
that have occurred in the marketing field. 
Certainly the long controversy over price 
maintenance and the recent rise of serious 
competition among the various channels of 
trade might have received more than a 
passing bow. 

The book is well adapted to the use and 
interest of general readers, many of whom 
will find it more readable than current fic- 
tion. Teachers of Marketing and Adver- 
tising will welcome it as valuable supple- 
mentary reading for their students. It may 
well be counted as among the most impor- 
tant contributions to business literature is- 
sued during the year 1938. 

Paur H. Nystrom 

Columbia University 


Harpy, CumarLes O. (Ed.). Consumer 
Credit and Its Uses. Pp. x, 264. New 
York: Prentice-Hall, Inc., 1938. $2.75. 


This volume undertakes to present “a 
comprehensive discussion of the develop- 
ment, principles, practices, and effects of 
consumer credit institutions in the United 
States.” It represents the joint work of a 
group of educators and economists who 
constitute the advisory committee of the 
Consumer Credit Institute of America. 
The component papers were prepared by 
members of the committee and were edited 
and synthesized by Dr. Hardy, also a mem- 
ber of the committee. 

There can be little doubt of the need 
for a summary volume covering the whole 
field of consumer credit. The literature 
of the field has dealt primarily with spe- 
cific types of consumer credit agencies, 
and a previous effort at synthesis— 
Evans Clark’s Financing the Consumer 
(New York: Harper and Brothers, 
1930)—-has been rendered obsolete by 
the subsequent accumulation of data 
and by the rapidity of change. The 
subject volume incorporates a discussion 
of the social and economic significance 
of consumer credit, which was neglected 
by Mr. Clark; integrates a large quan- 
tity of data which were not available 
to him; and achieves, in spite of its com- 
prehensive scope and its method of prep- 
aration, a remarkable degree of unity. 
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The material is well organized, and its 
exposition lucid. 

The quality of the content of the papers 
varies, however, with the adequacy of the 
ezisting literature. Some sections are 
treated with skill and comprehension, but 
when the contributors venture into poorly 
explored fields the discussion frequently 
bogs down in naïve explanations and ques- 
tionable generalizations. The fact that a 
large literature dealing with personal 
finance companies is already available prob- 
ably accounts for the excessive emphasis 
which has been given to these companies 
throughout the volume. 

The least convincing chapter is that 
which deals with the social aspects of con- 
sumer credit. Cases are presented to illus- 
trate the usefulness of loans of personal 
finance companies to certain borrowers. 
But one wishes that the authors had also 
presented cases to illustrate the significance 
of the interest bill which the American 
family pays for consumer loan service, and 
to indicate the consequences for family 
life of the impact of an unstable economy 
upon high-level consumer debt. If the 
authors had examined more carefully some 
of the instances in which the privilege of 
buying on credit and of borrowing at high 
interest rates produced less happy results, 
the philosophy of Jeremy Bentham which 
pervades the pages of this volume might 
have been tempered with that of Moses, 
Aristotle, and Mohammed. 

The authors espouse the cause of “re- 
statement,” i.e., the expression of charges 
under the Uniform Small Loan Law in 
terms of discounts and fees for various 
services instead of an inclusive percentage 
rate. The principal proponent of restate- 
ment is the small loan company which sup- 
ports the Consumer Credit Institute of 
America. The principal opponent is the 
Department of Consumer Credit Studies 
of the Russell Sage Foundation. It is con- 
ceivable that the authors might, after con- 
sidering all the facts, arrive at a conclusion 
which differs from that of the latter 
agency. But it seems incredible that the 
authors should be willing to give unquali- 
fied support to a proposal for change in a 
law to whose development years of effort 
have been given, without at least discussing 
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the reasons for the present requirement and 
the issues involved in the change, These 
issues are too detailed for adequate exposi- 
tion in the space allotted to this reviewer. 
Why have the American states generally 
required the statement of small loan 
charges as an inclusive percentage rate? 
Why has a similar provision been incorpo- 
rated in the British Moneylenders’ Act of 
1927? What has been the experience with 
restatement? Why have the authors them- 
selves been obliged in comparing charges 
for consumer credit service to revert to 
percentage rates? Unless the answers to 
these questions are reconcilable with the 
authors’ position, this volume cannot be 
accepted as an “impartial and objective 
study.” 
ROLF NUGENT 
New York, N. Y. 


VAILE, Rotanp S., and Heren G. CANOYER. 
Income and Consumption. Pp. xv, 394. 
New York: Henry Holt & Co., 1938. 
$2.25. 

What is the field of consumption? Is it 
the use of economic resources by ultimate 
consumers, or is it all economics, since all 
economic activity leads to the consumer in 
the end? This latter appears to be the 
point of view of our authors, for in their 
discussion of the field of consumption they 
specifically include production and distri- 
bution. They say it is obviously impossible 
for any one book to cover the entire field; 
and it is obvious also that with this concep- 
tion of consumption, it is difficult to know 
what is best to select for a short book. 

This book contains discussions of vari- 
ous laws and influences on economic life, 
whether they affect consumption directly, 
or indirectly through production and distri- 
bution. Such, for example, is the long dis- 
cussion of the principle of comparative ad- 
vantage and specialization, of the nature 
and importance of risk, and of differences 
in human abilities. 

To hold that all economics is consump- 
tion economics is, of course, a perfectly 
possible point of view, though even in such 
a case it would help in clarification to dis- 
tinguish between direct and indirect influ- 
ences upon consumption. What we need 
most, however, is an analysis and exposition 
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of the field of consumption in the sense of 
direct influences on choice, and the most 
valuable half of the book falls in this cate- 
gory. We have here a discussion of such 
topics as America’s capacity to consume, 
volume of consumer goods and services in 
the United States, and standards and planes 
of living in the United States. A chapter 
called “More Intelligent Use of Income” 
discusses one of the most important sub- 
jects before us today—the effects on con- 
sumption of government redistribution 
through taxes and services. This contro- 
versial problem is well presented. 

Different parts of the book are unequal 
with regard to organization and the extent 
to which the problems appear to have been 
clearly thought out. In a new field, some 
confusion such as this is, of course, to be 
expected. Throughout, however, the book 
is interesting; the style is engaging and the 
comments intelligent. 

EvizABEtH E. Hoyr 

Iowa State College 


BEHLING, Burton N. Competition and 
Monopoly in Public Utility Industries. 
Pp. 187. Urbana: University of Illinois 
Press, 1938. $2.00 paper-bound; $2.50 
clothbound. 


The purpose of this study is to show the 
basis for and the extent of monopoly in 
the operation of local utilities, to judge the 
effectiveness of competition by substitution 
of alternative services in controlling rates, 
and to ascertain how rates are determined 
for the several classes of customers under 
state regulation. 

The ideal of regulated monopoly is gen- 
erally accepted now, but “the intricacies 
of intercorporate relationships, the insuffi- 
ciency of commission power, inclination, 
and resources to pursue the facts, and the 
vagaries of the valuation procedure have 
weakened the ability of the present scheme 
of regulation to cope with an ever expand- 
ing monopoly power.” 

In this crisis of regulation there is evi- 
dence of a renaissance of competition. One 
form is direct competition through public 
operation, either on a complete basis or on 
a partial basis, as a persuasive weapon to 
bolster regulation. Public operation might 
involve wasteful duplication, but this can 
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be prevented “if only obsolete facilities are 
displaced and if power facilities as a whole 
are kept within the limits of the Nation’s 
potential power requirements at reasonable 
rates... .? Another justification for pub- 
` lic competition is presented. “If private 
monopoly can be subjugated in no other 
way, the provision of adequate power at 
reasonable rates may require a realistic and 
drastic policy, with some sacrifice of econ- 
omy.” 

Indirect competition, by substitution of 
alternative services, as a regulating force 
has its advocates, but “the writer has not 
been able to verify the claim that competi- 
tion by substitution is so universal in the 
public utility industries as to afford a basis 
for rate control.” This conclusion is based 
upon a study of alternative products and 
services available in nine groupings of util- 
ity services. Under domestic service it is 
pointed out that domestic electric lighting 
is monopolistic in that there is no com- 
parable substitute. The small consumers 
are a large majority of the total number 
of domestic customers and have no bar- 
gaining power in the form of an adequate 
substitute. Industrial service meets a 
fairly high degree of competition. This 
statement is qualifed by the recognition 
that situations in which power is produced 
as a very cheap by-product are not always 
competitive but examples of displacement 
by a more economical source of service. 
Continued disregard of economical market 
spheres for utility service resùlts in excess 
capacity and costs and prices that are 
higher than necessary. 

Utility managers resort to' discriminatory 
rate making in an effort to obtain the busi- 
ness that they believe to be competitive. 
This practice has the tacit if not expressed 
approval of regulating commissions. “Un- 
less regulation, armed with the power and 
the inclination to study costs, can be vi- 
talized, rate making will continue in the 
paths which the profit motive of the public 
utilities decrees.” The alternatives to ade- 
quate control are competition, direct or in- 
direct, or general public ownership and 
operation, although the Nation is probably 
not prepared for the latter step. 

Competition in the utility industries is 
„a timely subject of study, and the conclu- 
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sions of the author are sound. The con- 
clusions are not strikingly new, being those 
generally accepted by most students in the 
field for some time. The contribution of 
this study lies in the fact that it presents 
a more comprehensive treatment than pre- 
viously available. 
WittiAM F. KENNEDY 
University of Wisconsin 


Barnes, Inston R. Cases on Public Util- 
ity Regulation. Pp. 3x, 984. New York: 
F, S. Crofts & Co., 1938. $5.00. 


This book is designed to meet the needs 
of undergraduate students majoring in eco- 
nomics. Accordingly, it is not confined to 
Supreme Court decisions, almost half of its 
162 cases being decisions of public utility 
commissions and lower courts. The cases 
are organized under the following topics: 
the public utility concept and the power to 
regulate; Federal and state jurisdiction; 
the courts and the commissions; certificates 
of convenience and necessity; the regulation 
of accounts; rate regulation, including both 
rate structures and the general level of 
rates; control of security issues and capi- 
talization; the holding company and inter- 
corporate relations; service regulations; the 
Federal Power Commission; and public 
ownership. Professor Barnes introduces 
each chapter with a brief discussion of the 
nature of the regulatory problems treated 
therein and their relation to other phases 
of utility regulation. Appended to each 
chapter are a group of queries and a list 
of selected readings. 

One’s attitude toward this textbook will 
be conditioned, of course, by his views as 
to the desirability of teaching public utili- 
ties via the legal case method. The re- 
viewer is somewhat dubious as to the ad- 
vantage of forcing students taking but one 
course in the economics of public utilities 
to wade through a mass of legal verbiage 
in order to dig out nuggets of economic 
truth. The objection loses most of its 
force, however, if the casebook is used in a 
separate course in public utility regulation 
following a basic course in public utility 
economics. 

Laying aside this objection, which ap- 
plies to all casebooks, one must conclude 
that Professor Barnes has done a splendid 
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job of organizing legal materials for the 
use of students of economics. His selec- 
tions from the older Supreme Court deci- 
sions relating to public utilities will be ap- 
proved by most informed readers. He has 
performed a real service in bringing to- 
gether in an orderly manner the more im- 
portant of the recent court and commission 
decisions, including several orders of the 
Federal Securities and Exchange Commis- 
sion. His explanatory remarks at the be- 
ginning of each chapter are of uniformly 
high quality and should be of great help to 
the beginning student. The queries at the 
end of each chapter are much more usable 
than most such textbook questions. 

These remarks and queries, as well as 
the whole tone of the book, are subject to 
some criticism on the ground that they do 
not sufficiently emphasize the economic as- 
pects of utility problems. The peculiar 
cost and demand conditions affecting these 
services do not receive the attention they 
deserve in the author’s comments and ques- 
tions. Insufficient attention is given to the 
theory of interest, in his treatment of the 
rate of return. While the day of wrapping 
up economics, political science, and law in 
separate compartments has disappeared, 
yet the author tends to overemphasize 
points of a purely governmental and legal 
nature at the expense of the economic 
phases. 

Certain other specific weaknesses are 
present in the book. While the lists of 
readings contain most of the standard 
books on public utilities, practically no ref- 
erence is made to the many scholarly con- 
tributions which have appeared in such 
professional journals as the Journal of 
Land & Public Utility Economics, the 
Quarterly Journal of Economics, and the 
American Economic Review. The author’s 
blanket inclusion of franchises under the 
topic “certificates of convenience and ne- 
cessity” is open to question. It is cer- 
tainly inaccurate to treat under this head- 
ing the consent decree issued by the 
Supreme Court of the District of Columbia 
upholding the Potomac Electric Power 
Company’s sliding-scale rate agreement 
with the Public Utilities Commission. The 
inclusion of the long chapter entitled 
“Rate Regulation: The Practices of State 
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Commissions” appears to the reader to be 
of doubtful merit. The twenty-five cases 
referred to therein either are treated in 
other chapters or could readily be consid- 
ered there. The cases, moreover, do not 
appear to be presented in any particular 
order—alphabetical, chronological, order of 
merit, or otherwise. The chapter as a 
whole is in contrast with most of the 
others, which are models of clear, logical 
organization. 

Passing reference is made to service 
standards in the author’s comments, but 
no cases on this topic are included in the 
chapter on service regulation. Most trea- 
tises on public utilities treat this topic 
rather fully. The last two chapters, deal- 
ing with Federal regulation and public 
ownership, respectively, could be enriched 
by further discussion by the author or in- 
clusion of additional case materials relating 
to the Federal Power Commission, the 
Federal Communications Commission, and 
the Tennessee Valley Authority. Some 
mention should have been made of the 
general controversy over the problem of 
T.V.A. acquisition of Commonwealth & 
Southern and other private utility proper- 
ties. 

The above criticisms should not be per- 
mitted to obscure the fact that Professor 
Barnes’s book is a carefully organized and 
edited instrument which should aid in the 
effective teaching of public utility prob- 
lems. The reviewer, in spite of his misgiv- 
ings about casebooks in general, thinks 
highly enough of this book to use it in his 
own course in public utility economics. 

CHARLES F. MARSH 

College of William and Mary 


Suurt, WiLam J. American Public 
Finance. Rev. Ed. Pp. xx, 807. New 
York: Prentice-Hall, Inc., 1938. $4.00. 


In such fields as public finance, with 
constantly changing problems, facts, and 
theories, frequent revisions of the texts are 
necessary if they are to be kept abreast of 
the times. In his American Public Finance 
Professor Shultz offers a revision of a 
standard text for college courses in public 
finance. The previous edition has been 
brought up to date and broadened in scope. 

Professor Shultz reflects the tendency of 
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present writers on public finance to devote 
increasing attention to the social aspects of 
governmental financing and not to confine 
themselves to purely statistical phenomena. 
He proceeds cautiously in his analysis of 
the social uses and effects of public finance 
and gives a hearing to both sides on contro- 
versial questions. 

The author implies that regulatory taxa- 
tion may be justifiable under proper condi- 
tions, but suggests the difficulties arising 
in the formulation of public policies and 
the obstacles to be overcome if the practi- 
cal objectives of regulatory taxation are to 
be accomplished. He attempts no final ap- 
praisal of the general desirability of pump- 
priming expenditures as a means of pro- 
moting economic recovery, but concludes 
his discussion with the admonition that this 
is a controversial subject, thus leaving the 
issue open. 

The revision has resulted in the addition 
of considerable material on a number of 
topics, and especially in an added appendix 
comprising budget and tax forms and other 
data, and a more extensive bibliography, 
which is now placed at the end of the vol- 
ume. The chapters on borrowing now fol- 
low the discussion of taxation instead of 
preceding it. This change will no doubt be 
approved by teachers and students of pub- 
lic finance. All in all, the book is more at- 
tractive in appearance than the first edi- 
tion. It will continue to be useful as a 
text in public finance and as a work of 
reference for libraries. 

ALFRED G. BUEHLER 

University of Vermont 


Montcomery, RoserT H., et al. Federal 
Tax Practice. Rev. ed. Pp. xviii, 872. 
New York: The Ronald Press Co., 1938. 
$10.00. 


Mr. Montgomery’s tax handbooks have 


i 


long held an important place in tax litera- . 


ture. This is a revised edition of the 1929 
volume of the same name, and supplements 
the handbooks for the income tax, and the 
estate, trust, and gift taxes, Owing to the 
many and drastic changes in the Federal 
tax laws since 1929 and the inevitable 
changes in administrative procedure, the 
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book has been practically rewritten, and 
somewhat enlarged. The size of the vol- 
ume is, in itself, a commentary on the 
complexity of the problem. 

The book is designed for the use of 
lawyers and accountants dealing with tax 
cases. In spite of this and of the intricacy 
of the matter dealt with, the material is 
so clearly presented that it is intelligible 
to the lay reader, and the author’s running 
commentary on procedure makes it gen- 
uinely interesting. 

The reviewer, being one of the laymen 
for whom the book is not intended, can 
only guess as to its usefulness to tax at- 
torneys and others engaged in presenting 
their clients’ cases before the Board of 
Tax Appeals or the courts. But the clear 
and detailed account of the organization of 
the Revenue Service and the required pro- 
cedure in handling cases, accompanied, as 
it is, by a full explanation of the taxpayers’ 
rights, and advice as to the proper steps 
in specific cases, cannot but be valuable. 
Further, the appendixes covering the perti- 
nent administrative and procedural provi- 
sions of the Federal laws, and rules and 
practice before the Board of Tax Appeals, 
are useful supplements to the text. The 
general and special indexes, and the sum- 
mary of chapter sections at the beginning 
of each chapter, greatly facilitate the find- 
ing of material wanted. ‘ 

The chief value of the book to the stu- 
dent of taxation lies in the author’s com- 
ments on tax administration which accom- 
pany the description of organization and 
procedure. The discussion of the relative 
merits of centralized and decentralized ad- 
ministration of the Bureau of Internal 
Revenue; the criticism of the excessive 
number of reviews required in the Income 
Tax Unit; the praise of the achievements 
of the Board of Tax Appeals, combined 
with a demand for simplification of its 
procedure—all are instances of this. For 
those who are convinced that the equity 
of our tax system depends on the effective- 
ness of its administration as much as on the 
selection of acceptable bases and rates, the 
volume has much to offer. 

MABEL NEWCOMER 

Vassar College 
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Paris, James DanteL. Monetary Policies 
of the United States 1932-1938. Pp. xv, 
198. New York: Columbia University 
Press, 1938. $2.75. 

Any discussion of American monetary 
policies since 1932 is certain to find abun- 
dant ground for criticism. This is espe- 
cially true when the analysis proceeds, as 
in this book, from the bases of monetary 
orthodoxy. Dr. Paris criticizes the Admin- 
istration for its responsiveness to the de- 
mands of pressure groups, for failure to 
accept the advice of recognized monetary 
experts, for inconsistency and opportunism 
in the application of policies. The author 
fails, however, to relate his analysis to re- 
cent developments in the field of monetary 
theory. Whether one chooses to accept or 
reject these newer ideas, simply to ignore 
them can only be regarded as unfortunate 
in a book of this sort. The chief value of 
the present study lies in the summary of 
events which it provides. 

The Administration’s silver policy is sub- 
jected to vigorous criticism, on grounds to 
which few if any economists would take 
exception. Dr. Paris also brings out, 
though the point might have been driven 
considerably further, that much the same 
objections apply, often in greatly height- 
ened degree, to our gold policy. “ The au- 
thor’s views on the present position of gold 
are strongly colored by older discussions of 
the gold problem. He says, for example, 
that “the calling-in of gold by the Federal 
Government was probably a good thing. If 
gold is so valuable, and if, over the long 
period, it is becoming comparatively scarce, 
then it is just as well that it be preserved 
from wearing out or disappearing in any 
other way” (p. 105). The present value 
attaching to gold is almost wholly depend- 
ent upon policies now followed by the 
United States. It is “scarce” in an entirely 
different sense from what it was in 1913 or 
1928. The ratio of monetary stocks of 
gold to currency in circulation is now con- 
siderably more than double the ratio in 
1931, thanks chiefly to devaluation, in- 
creased production, and release of gold 
from commodity use in hoards and else- 
where. For much the same reasons, the 
annual increase in the supply of monetary 
gold is today far in excess of the amount 
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Cassel and others calculated, on the basis 
of entirely different demand conditions, to 
be necessary. A strong case can be made 
for the view that if gold is to be continued 
as a monetary metal its use by the general 
public should be encouraged in every way 
possible. 

The appendix contains a useful chronol- 
ogy listing the main events relating to gold, 
silver, and other forms of currency in this 
country from 1792 te 1938. It also in- 
cludes selections from pertinent Jaws and 
Presidential messages covering the years 
1932 to 1934. 

: C. R. WHITTLESEY 

Princeton University 


BACKMAN, JULES. Government Price-Fix- 
ing. Pp. xi, 304. New York: Pitman 
Publishing Corp., 1938. $3.00. 

The author is making a thorough investi- 
gation of government price fixing during 
the World War and under the N.R.A. and 
the A.A.A., and describes the various sys- 
tems of valorization (elimination of excess 
production, like the measure applied in 
Brazil with reference to coffee) and inter- 
national agreements concerning a large 
number of commodities. He discusses 
methods of direct price fixing and the cost 
of production as a basis for price fixing. 
He studies the devices of indirect price 
fixing by means of production controls and 
of marketing controls and the problems of 
enforcement, as they have been tried in 
various countries. : 

Mr. Backman comes to the conclusion 
that government price fixing has usually 
resulted in failure. In a brilliantly written 
theoretical analysis the author discloses the 
reasons for this failure: the economic sys- 
tem will not work half free and ‘half con- 
trolled. Basing his contentions on an enor- 
mous fact-finding material, Mr. Backman 
points out that difficulties involved in con- 
nection with government price fixing have 
been out of all proportion to the benefits 
derived. The author deals with price fix- 
ing in capitalistic countries only, and pur- 
posely omits consideration of this problem 
in totalitarian states. 

This is an excellent book, well and 
clearly written, with concise summaries at 
the end of every chapter. It can be easily 
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understood by anyone and should be stud- 
ied by those who believe in government 
price fixing as a useful or indispensable de- 
vice of economic policy. 

A bibliography and a list of some forty 
commodities which have undergone price 
fixing in various countries are annexed. It 
is a pity that the author did not sufficiently 
describe the important British Wheat Con- 
trol. 

. PAUL HAENSEL 

Northwestern University 


Jacopy, Nem H. Retail Sales Taxation. 
Pp. xi, 370, Chicago: Commerce Clear- 
ing House, Inc., 1938. $3.50. 

Students of taxation will find in Pro- 
fessor Jacoby’s scholarly and well-docu- 
mented volume an account of the develop- 
ment of retail sales taxation in the United 
States and an analysis of the. principles and 
problems of this form of taxation. Al- 
though general sales taxation may be traced 
back to some of the early mercantile license 
taxes of Pennsylvania and other states, it 
was not until West Virginia imposed a 
comprehensive gross sales tax in 1921 that 
this revenue became of great importance. 
Retail sales taxes are now collected at sub- 
stantial rates in about half the states and 
in some cities. They returned over $370,- 
000,000 in 1937, or over 17 per cent of the 
total state tax revenues. 

Professor Jacoby finds the retail sales 
tax an inequitable impost that lays regres- 
sive burdens upon consumers. He believes 
that its collection costs are higher than 
those of property taxés and as high as or 
higher than the collection costs of personal 
income taxes yielding equivalent revenues, 
after allowing for the costs to the taxpay- 
ers of complying with the law. Contrary 
to the popular belief, retail sales taxes are 
unstable in their yield. They also tend to 
create unemployment by raising costs and 
decreasing consumption. But they are 
quick revenue producers and appear to be 
painless because they are disguised in the 
prices paid by consumers. 

Professor Jacoby accepts the thesis ad- 
vanced by Professor Simons that taxes 
should lessen the inequality of incomes 
while providing revenues. Retail sales 
taxes are deficient on this score and are 
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also contrary to ability to pay, although the 
author concedes that ability to pay may be 
immeasurable. He brings the benefit prin- 
ciple to the defense of a low-rate retail 
sales tax as a business tax, but he does 
not demonstrate that the costs of the pub- 
lic services enjoyed by business or their 
value to business can be ascertained with 
any accuracy. 

The states apparently were not greatly 
concerned over the deficiencies of the retail 
sales taxes when they adopted such taxes. 
They considered the inequalities and other 
weaknesses of the taxes less important than 
their revenues. These revenues support 
expenditures that the states regard as suffi- 
ciently desirable to outweigh the injustice 
and other disadvantages of the retail sales 
taxes. Herein lies the difficulty of per- 
suading the states to accept Professor 
Jacoby’s recommendation to substitute a 
progressive personal income tax for the 
inequitable retail sales taxes. 

ALFRED G. BUEHLER 

University of Vermont 


SPENGLER, J. J. France Faces Depopula- 
tion. Pp. xi, 313. Durham: Duke Uni- 
versity Press, 1938. $3.00. 


The subject matter of this book may be 
grouped under seven headings: (1) popula- 
tion growth in France as a whole, and in 
various subdivisions; (2) the extent and 
nature of differentials in fertility; (3) fears 
engendered by the relatively slow growth 
of the French population; (4) French ex- 
planations of the causes of the decline in 
fertility; (5) French theory and policy re- 
garding colonization, emigration, and im- 
migration, and the effects of the policy; 
(6) measures adopted in France to promote 
natural increase, their effectiveness and de- 
fects; (7) theory as to certain relations 
between population and per capita produc- 
tion and welfare, as to factors influencing 
fertility, and as to the extent to which 
these factors may be subject to social con- 
trol, with conclusions regarding the French 
situation. 

As would be surmised from the fore- 
going, a large part of the discussion is of 
a historical nature. A vast number of 
books and articles by persons—chiefly 
Frenchmen—interested in population prob- 
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lems have been consulted and the various 
attitudes and opinions have been grouped 
by types and presented in condensed form. 
There is a name index as well as a subject 
index. Without question, this book con- 
tains the best review in English of material 
dealing with the population problem in 
France; as far as the reviewer knows, there 
is nothing equal to it in the French lan- 
guage. 

In the discussion of differential fertility 
a considerable amount of original statistical 
material is presented, including gross repro- 
duction rates for various population groups. 
In the opinion of the reviewer, however, 
more of the data should have appeared in 
tables and fewer in the text. Stringing 
numbers together in sentences (as on pages 
73-74, 84-85, and elsewhere) saves space, 
but for most persons of the type likely to 
be interested in this study, the complete 
interpretation of the numbers is facilitated 
when comparisons can readily be made 
both up and down columns and across 
lines. 

The theoretical discussion in Chapter 11, 
“Conclusion—Interpretation,” is in large 
measure a summary of ideas developed by 
the author elsewhere and at greater length. 
Several minor points might be questioned: 
for example, the choice of the four co- 
ordinate factors on which per capita pro- 
duction is said to depend (page 256); 
whether an important cause of occupa- 
tional overcrowding (except in agriculture) 
is a tendency of children to follow the 
parents’ occupation (bottom of page 257); 
that the “costs of migration” are “relatively 
small” (page 258); and that a marked di- 
minution in the French population will 
prove necessary within the next 100 to 150 
years, unless prevented by a chemical revo- 
lution (page 261). On the whole, the de- 
tailed exposition of theory given in the 
chapter seems to the reviewer somewhat 
out of place in the book. Little of it refers 
particularly to France, and the conclusions 
presented regarding French population 
problems do not seem to require so elab- 
orate a build-up. 

One question of terminology might be 
raised, namely, why the expression “natal- 
ity and fertility” occurs so frequently, 
when in the customary usage of American 
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populationists the two words are synony- 
mous. 

As the slowing-up of natural increase in 
the United States focuses attention on the 
population problems facing the Nation, it 
becomes increasingly important to have 
careful studies like this of the experiences 
of other countries which have faced simi- 
lar problems at an earlier date. 

P. K. WHELPTON 

Central Statistical Board 


ZIMMERMAN, CARLE C. The Changing 
Community. Pp. xiii, 661. New York: 
Harper and Brothers, 1938. $3.50. 
There are two elements in this book: 

first, a number of case histories or detailed 
descriptions of specific communities, which 
are interesting and instructive; and second, 
a superstructure of theorizing of the philo- 
sophical type that is confusing and de- 
tracting. The theoretical aspects in the 
main do not grow out of the material, nor 
do they consist of hypotheses to be tested 
by reference to the facts; rather are they 
deductive principles and doctrines for 
which illustrations are sought or concepts 
built out of definitions and speculations. 
The author is very partial to dichotomies 
and antitheses. The main method he fol- 
lows in his community studies is the “ideal- 
typical”—an exaggeration of certain ele- 
ments or traits—which lends itself more 
readily to a stressing of the qualitative 
aspects. 

The community is elaborately defined, 
but in such abstract terms that the re- 
viewer is not certain what, exactly and 
concretely, a community is. It appears to 
be synonymous with localism, though both 
localism (Gemeinschaft) and cosmopoli- 
tanism (Gesellschaft) are stated to be ele- 
ments in community organization. Are 
only rural groupings communities, or is the 
author interested merely in that type? 
Anyway, the author is a great champion of 
localism, and the community studies are 
chiefly of small towns, villages, and rural 
areas. They include: settlements in the 
Canadian prairie provinces of Manitoba, 
Saskatchewan, and Alberta, used to illus- 
trate a “natural law” of localism; Wake 
County, North Carolina, outlining a com- 
bination of localism and cosmopolitanism; 
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farm trade centers in Minnesota, showing 
the debilitating effects of increasing cos- 
mopolitanism; two recently settled towns, 
in the Mississippi Valley and in Siam, 
whose problems are attributed to a lack of 
strong realistic localism; and eight local 
communities in New England, differenti- 
ated according to their life organizations 
or personality types, and six other such 
communities illustrating persistence and 
change. 

These New England studies, which repre- 
sent original material and constitute the 
bulk of the book, are exceedingly interest- 
ing. The material is organized in each case 
under the topics of background, popula- 
tion, industries, property, relief and depres- 
sions, family, public life, other social life, 
and conclusions. These towns date back 
to the eighteenth century, in some instances 
to the seventeenth, and their social history 
is ably portrayed in small compass. Among 
the many interesting features is the way in 
which each community has reacted to the 
depression and to state and Federal relief. 

The book closes with a glimpse into the 
future in which the author stresses his be- 
lief that local communities are threatened 
by centralized control, which will mean the 
decline of local self-government, bourgeois 
and puritanically motivated community 
life, and the middle class. He cites the 
government has practically disappeared, 
case of Saxham, England, where local self- 
but he does not demonstrate whether social 
and cultural demoralization have ensued 
as a consequence of centralized control. 

Mavrice R. Davie 

Yale University 


WALLER, WILLARD. The Family. Pp. 621. 
New York: The Cordon Co., 1938. 
$3.25. 


This book is representative of those 
books now beginning to appear in which 
the conceptual analyses of the preceding 
generation of sociologists are actually clear- 
ing, reorganizing, and illuminating certain 
areas previously obscured by a confused 
jungle of historical and traditional litera- 
ture. 

There is more realism than in many of 
our texts, and similar realism is expected of 
the readers. Waller, to be sure, merely de- 
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scribes with a minimum of praise or 
blame; he is careful to limit his descrip- 
tions to what he sees in middle-class urban 
America; but to describe as typical without 
disapproval is enough to introduce into a 
situation something like a predictive as- 
sumption which changes that situation. It 
is in this sense that, despite its “objectiv- 
ity,” this book may prove “dynamic.” Ten 
years from now such books must be rewrit- 
ten, partly because they were written, pub- 
lished, and read in 1938. 

In matters of style, the main faults 
would seem to be (1) a tendency we all 
share, to jump from student-oriented to 
expert-oriented vocabulary and back again, 
and (2) rare traces of bravado. Occasion- 
ally, verbalization of the obvious yields re- 
versible sentences, such as: “The family 
exerts a continuous and even pressure upon 
the child because it persists in time and 
remains an influence in child life” (p. 40). 
The proportions of subject matter are 
somewhat overweighted with general social 
psychology and psychiatric sociology. 

In a pioneering type of text one expects 
many points of disagreement. (The re- 
viewer disapproves, for sundry reasons, 
such revealing expressions as might be 
cited, for example, on pages 13, 16, 28, 42, 
44, 46, 111, 150-51, 177, 207, 243, 245, 
303, 463, 493, 505-6, 532, 538, 539, 600.) 
Formulations striking in their insight, wis- 
dom, and novelty are, however, far more 
numerous and typical than questionable 
statements. In this respect the disillusion 
of Waller is of a very different stripe from 
the disappointed preconversional cynicism 
of Reed’s The Modern Family or the parti- 
san bitterness of Calverton’s The Bank- 
ruptcy of Marriage. 

There is a good critique of the ecologi- 
cal approach to family phenomena (pp. 
30-31, 290-91). The five “normal” stages 
of family experience (p. 32) should be 
extended to include (6) the resingled con- 
dition. 

Waller has made a real contribution to 
the literature of bereavement in his ex- 
position of mourning as an accommodation 
process; and a real contribution to the lit- 
erature of the family in recognizing be- 
reavement as an essential segment of an 
adequate text in this field. The chapter 
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shows, however, a tendency to generaliza- 
tion of “ideal types” which gives insuffi- 
cient recognition of the variety of personal 
reactions found in bereavement. Waller 
usefully demonstrates similarities as well as 
differences between the processes of mourn- 
ing and of recovery from divorce. 

In the effort to be honest and realistic 
and new, Waller ignores or slights the ordi- 
nary happinesses of many marriages. Mar- 
riage solidarity is referred to as a “friction” 
(550) forced by convention. The actual 
outcome depends, it is implied, upon 


whether the couple find it easier (in Adolf - 


Meyer’s phrase) to “assimilate the expe- 
rience” of conflict 7 marriage or the con- 
flict of the divorce process. Waller even 
doubts the efficacy of sophisticated insight 
in preventing marital griefs. The reviewer 
believes that frank analysis, such as this 
book represents, preceding marriage by an 
interval long enough to have merged with 
one’s mental background, may prove defi- 
nitely helpful. Its insights may then arise 
to consciousness as needed. 
Tuomas D. Error 
Northwestern University 


ABBOTT, GRACE. The Child and the State. 
Vol. I, pp. xxiii, 679; Vol. II, pp. xvii, 
701. Chicago: University of Chicago 
Press, 1938. $3.00 each; $5.00 per set. 


One cannot approach this monumental 
task done by the former chief of the United 
States Children’s Bureau without a pro- 
found sense of appreciation of the signal 
service which she has rendered, not only 
to child welfare workers but also to stu- 
dents of politics, law, and social trends, 
and various other interested groups. 

Here is a two-volume compilation of 
source material, consisting of almost 1,400 
pages and containing 335 selected docu- 
ments centered around the legal status and 
progress of childhood, principally with ref- 
erence to the United States. The collec- 
tion comprises laws, legal decisions, legal 
commentaries, commission findings, and re- 
ports of various public and quasi-public 
agencies dealing with the problems of child- 
hood. The project furthermore includes 
15 introductory chapters by the editor, 
each summarizing a main section. These 
chapters account for 157 pages of the text 
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and constitute a most valuable part of the 
work. There is also a 28-page selected bib- 
liography. 

The scope of these two volumes can be 
indicated by a summary of their titles and 
topical headings. Volume I has as its sub- 
title, “Apprenticeship and Child Labor,” 
and its material is organized in five parts 
under the following topics: (1) the legal 
status of the child in the family, (2) ap- 
prenticeship and child labor legislation in 
Great Britain, (3) apprenticeship in the 
United States, (4) child labor in the United 
States, and (5) international child labor 
legislation. The second volume is subtitled 
“The Dependent and the Delinquent 
Child,” and its material is organized in the 
following four parts: (1) the development 
of public care for dependent children, (2) 
the state and the child offender, (3) the 
state and the child of unmarried parents, 
and (4) organizing for administration of 
child welfare services. 

The purpose which Miss Abbott sets for 
herself in these two volumes is “to make 
available to students of social service some 
of the source material which illuminates 
our present conditions and problems,” and 
one hastens to add that the conditions and 
problems to which she devotes herself are 
“illuminated” in a most adequate and satis- 
factory manner. The only questions one 
could raise concerning these volumes, in 
the light of their avowed purpose, would 
be about the relative emphases and lack of 
attention given to certain subjects. 

For example, there are 25 documents and 
108 pages (8 per cent of the space) de- 
voted to “apprenticeship and child labor in 
Great Britain.” Miss Abbott justifies this 
on the basis of the fact that England was 
a pioneer in this movement. 

Again, almost one-third of the number 
of articles and of total pages in the two 
volumes are devoted to child labor in the 
United States. Without in any way depre- 
ciating the importance of ‘this among the 
“present conditions and problems,” one is 
inclined to raise a question concerning the 
relative emphasis devoted to it. 

A third possible point concerns the whole 
field of child health and provision for medi- 
cal care as a recognized field of state re- 
sponsibility. This is not included. Miss 
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Abbott recognizes the omission, as well as 
that of other fields, but says that what is 
included in the two volumes is adequate to 
present “the fundamental basis of the 
state’s relationship to the child.” With 
this statement one might quarrel on the 
ground that the new emerging rights of 
childhood involved in child health and 
other aspects of child welfare work are 
changing “the fundamental basis” of this 
relationship, and certainly ought to be in- 
cluded in a work on the child and the state. 

There is a complete omission of the legal 
subject of birth control, if this conceivably 
may have anything to do with child wel- 
fare. Social work with cruelty cases are 
curiously neglected in this, as in so many 
social work discussions of children; yet the 
law and the mores have undergone striking 
changes here. There is no reference to 
parental education—a major responsibil- 
ity of many official agencies today. The 
enlarging scope of the field of public edu- 
cation is not included. Perhaps both the 
omissions and the relative emphases are 
all phases of one outstanding impression 
which the reviewer has received, and that 
is that the project was developed around 
those topics with which professional social 
workers are at present wont to concern 
themselves. 

Miss Abbott is now Professor of Public 
Welfare Administration in the School of 
Social Service Administration in the Uni- 
versity of Chicago. 

James H. S. Bossarp 

University of Pennsylvania 


SHAW, CiirForp R. (Ed.). Brothers in 
Crime. Pp. xv, 364. Chicago: Univer- 
sity of Chicago Press, 1938. $3.00. 
This is the third of Shaw’s case-study 

reports which evidence the part that the 

social setting plays in the production of 
crime. The influence of wretched housing, 
of the community life of nonassimilated 
immigrants, of a neighborhood barren of 
decent recreational facilities, of poverty 
with a mother working out and the children 
lacking necessities, is obvious enough. 

Even the neighborhood church to which 

the mother of these boys clung held itself 

aloof from the mess. Why shouldn’t these 
boys have engaged in antisocial activities 
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when delinquency clearly offered them com- 
pensatory satisfactions? Pretty normal 
behavior. 

There can be no criticism of the main 
thesis supported by so many factual de- 
tails. The rational approach to the pre- 
vention of much delinquency is through 
reconstructing the milieu and lessening 
inimical social pressures. Yet one could 
wish that these boys in their own stories 
could have sensed deeper causes and that 
the authors had emphasized the frustration 
of early fundamental needs. The coverage 
of a short review allows only one example 
—let us take the father figure. Commonly 
expressed loyalties account for slight inter- 
pretation by the boys themselves of his 
role in the family drama, though his in- 
toxications and his whippings are recounted 
and there is bare mention of his drunken 
fights and his absences from home. Con- 
trastingly, he admonished the boys prop- 
erly; but then what emotional satisfaction 
could they find in him? From him they 
could form no ego ideal, one of the prime 
requisites for wholesome social develop- 
ment of the child, nor, apparently, from 
anybody else in their environment. The 
sterile emotional life of the home, strangely 
enough not recorded by the visiting welfare 
agency, appears when we read of dreaded 
homecomings and of long hours spent 
away because of this. Why did the chil- 
dren reject the church? One of them 
writes of being “driven almost frantic by 
the endless religious squabbles.” Alto- 
gether, we discern plainly the deprivations 
and thwartings and deep dissatisfactions 
centering in the family life. 

Perhaps, as intimated, there were not 
many nondelinquent boys in this area—and 
surely for the same deeper reasons, rather 
than resulting merely from neighborhood 
conditions. But would it not have been 
interesting to make a study of one such 
boy? It is the lack of illuminating com- 
parative researches that leads some expe- 
rienced social workers to be severely criti- 
cal of what they term these superficial 
sociological studies. Love, security, recog- 
nition continuing from the beginning of 
the child’s life in the family, are found in 
many a degraded neighborhood to be pre- 
ventives of delinquency. Even Burgess, in 
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his evaluation of personality traits against 

environmental factors as producers of anti- 

social attitudes, seems to miss this point. 
It would mount up to a long story if 

one were to deal with the various strong 

and weak points of this provocative book. 

WILLIAM HEALY 

Boston 


Norton, Joun K., and MARGARET ALL- 
TUCKER Norton. Wealth, Children and 
Education. 2nd Ed. Pp. xviii, 138. 
New York: Teachers College, Columbia 
University, 1938. $2.00. 

This book, first published in 1937, was 
so favorably received that a second edi- 
tion was made necessary almost within a 
year. The reasons for this reception are 
related to one of the most distressing blind 
spots in the vision of the people of the 
United States. Here is a democracy which 
for more than a century and a half has 
loudly demanded equality of educational 
opportunity as a guarantee of its very ex- 
istence, but which still permits the grossest 
inequalities to exist in the provision of 
public education. Why? Do the people 
of the United States lack ability to produce 
wealth necessary for ironing out these in- 
equalities? No, says this book emphati- 
cally, and presents summaries of such in- 
vestigations as those of Moulton, Loeb, 
and Nourse to show how great a portion of 
the country’s productive capacity remains 
unused. Do the people of the various 
states make efforts commensurate with 
their abilities to support education? No, 
say the authors again, and review the data 
provided by their own studies and those 
of Paul R. Mort, Strayer and Haig, New- 
comer, Chism, Ashby, and others to show 
that many poor areas with great effort pro- 
vide opportunities vastly inferior to those 
which rich areas can provide with a small 
slice of their luxury expenditures. 

The second edition has an added discus- 
sion of various proposals for Federal aid 
for education which increases the force of 
the original presentation and makes an im- 
pressive case for Federal leadership and 
financial assistance to the states without 
the dangers of centralized control. 

HAROLD BENJAMIN 

University of Colorado 
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Post, Lancpon W. The Challenge of 
Housing. Pp. xvi, 309. New York: 
Farrar & Rinehart, Inc., 1938. $3.50. 
This book was written shortly after what 

Mr. Evans Clark calls in the Foreword the 

author’s “ruthless removal by Mayor La- 

Guardia” from the chairmanship of the 

New York City Housing Authority, a posi- 

tion in which, according to Mr. Clark, Mr. 

Post “had to fight opposition at two ex- 

tremes: the indifference of Mayor La- 

Guardia . . . and the unwillingness of 

Secretary Ickes to let anyone else than 

himself control public housing in the 

United States” (p. xv). 

The book is chiefly interesting as a re- 
flection of what happens when an able and 
astute young political leader with a liberal 
viewpoint tackles housing. Mr. Post’s 
public career began in the New York 
State Assembly; its latest unfoldment has 
been a campaign for State Controller on 
the American Labor Party ticket. With 
the advent of the New Deal, Mr. Post be- 
came an assistant relief administrator; with 
the advent of the LaGuardia administra- 
tion he became Tenement House Commis- 
sioner, then first chairman of the first im- 
portant municipal housing authority. 

A young political leader in another com- 
munity has justly said that we must not 
try to “keep housing out of politics”: on 
the contrary, it will never get anywhere 
unless it is put into politics. (Ernest J. 
Bohn, “Housing as a Political Problem,” 
Law and Contemporary Problems, Vol. I, 
p. 178.) Mr. Post shows in this volume 
how, with energy and boldness, he was 
able to make housing front-page news in 
the papers and keep it there. (See Chap- 
ter V: “Meeting the Opposition.”) The 
book abounds with epithets—“infantile,” 
“cruel,” “disgraceful,” “greed,” “indiffer- 
ence,” “shed a few crocodile tears into 
their golden soup plates” (p. 108): all 
guaranteed to make a headline, coming 
from a city official, Yet, twenty pages 
later, Mr. Post has to say that “private 
enterprise is not in itself cruel nor are 
those who engage in it” (p. 215); and that 
the rich have given themselves housing 
technically as bad as that in the slums (p. 
124). 

Chapter VITI, “Danger Signals,” views 
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with alarm various trends in housing with 
which the author disagrees—one of them 
the tendency of mayors to dominate semi- 
autonomous housing authorities. Although 
Chapter IV is called “The Failure of Regu- 
lation,” Mr. Post’s final contribution “To- 
ward a Solution” is to give housing “the 
status in our economic system now enjoyed 
[sic] by such other public utilities as rail- 
roads, electric power companies, and the 
rest” (p. 277). 

Perhaps the bounce of this book and the 
author’s widely publicized official position 
will attract readers who would not respond 
to a more restrained and closely knit work; 
but I still feel that the right popular book 
on housing has yet to be written. | 

CHARLES S. ASCHER 

New York City 
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Tue Forty-third Annual Meeting of the Academy, held in Philadelphia on, 
March 31 and April 1, 1939, was called to consider the topic of “Democracy and 
the Americas.” The present volume comprises the addresses delivered at the six 


sessions of that meeting. 


On March 10 and 11, 1939 a conference sponsored by the Wharton School of 
the University of Pennsylvania convened to consider “The Lima Conference 
and the Future of Pan-Americanism.” The relevance of the theme to the sub- 
ject of the Annual Meeting of the Academy makes fitting the inclusion in this 
volume of the principal papers presented at the Wharton School meeting. 
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Foreign Influences in Latin America 


By Ricard F. BEHRENDT 


TRONG foreign influences in Latin 
America are natural and for the 
time being inevitable, because of the 
relatively backward state of economic 
development of most of the Latin Amer- 
ican countries, which causes them to en- 
courage the influx of foreign capital 
investments and the co-operation of for- 
eigners as technicians as well as perma- 
nent immigrants. In some countries in 
the Caribbean area, e.g., it proves diffi- 
cult to find enough influential native 
business men to fill the governing boards 
of the chambers of commerce. It is 
clear that under such circumstances 
trade and financial relations with for- 
eign nations carry a greater importance 
than in the case of “older” nations 
which have a broader material and cul- 
tural basis and background. That 
which matters in the case of the Latin 
American nations is not only how much 
and what they trade with foreign coun- 
tries, but also what foreign nations are 
most prominent as traders with Latin 
America, and what are the principal ef- 
fects—-economic as well as other—which 
result from such relations. Let us con- 
sider this briefly. 


ForEIGN TRADE INFLUENCES 


The trade competition between totali- 
tarian and democratic nations which has 
been going on in Latin America for six 
years constitutes, undoubtedly, a very 
serious problem. It must be pointed 
out, however, that the gains which have 
been obtained in this period by Ger- 
many, Japan, and, to a much less de- 
gree, Italy do not always constitute 
losses for the United States, but are 
mostly made at the expense of Great 
Britain, France, and smaller European 
nations. Shortly before 1938 the trade 
between the United States and Latin 


America increased, in totals as well as 
in percentages of the foreign trade of 
the Latin American nations, with certain 
exceptions. Even in Argentina the 
United States gained in imports, in spite 
of serious handicaps, at the expense of 
Great Britain. 

This favorable status, however, did 
not continue in 1938.1 In that year a 
serious setback in trade relations be- 
tween the United States and Latin 
America was experienced, amounting to 
a decrease of 24.2 per cent in the ag- 
gregate trade of the United States with 
Latin America. While United States 
exports to Latin America decreased only 
by 14.4 per cent, United States pur- 
chases in the southern nations were re- 
duced by 32.6 per cent. It must be 
remembered, however, that the total of 
United States world trade declined by 
21.4 per cent in 1938 as compared with 
the figure for 1937. The main part of 
these losses of United States trade with 
Latin America must therefore be at- 
tributed to purely economic factors, and 
only in relatively few cases can com- 
petition by third nations be held re- 
sponsible. This is clearly proved by 
the facts that United States purchases 
in Latin America have diminished much 
more than Latin American purchases in 
this country, and that the decreases in 
value and quantity of goods exchanged 
between the United States and Latin 
America are usually larger than the 
losses (if any) suffered by the United 
States in its relative share of the total 
foreign trade of the respective Latin 
American nations. 


1 Final data for 1938 have been made avail- 
able only since this paper was presented. Cf. 
now in The Quarterly Journal of Inter-Ameri- 
can Relations, Vol. 1, No. 2 (April 1939), pp. 
97 ff. 


2 THE ANNALS oF THE AMERICAN ACADEMY 


Germany 


In percentages of the imports of the 
respective Latin American nations, Ger- 
many has gained more than any other 
country in the last six years. In Guate- 
mala and El Salvador, imports from 
Germany now amount to about one- 
third of the total and have been doubled 
since 1935; while in such important 
countries as Chile, Brazil, and Peru, as 
well as in Ecuador, Nicaragua, and 
Costa Rica, about one-fourth of all im- 
ports come from Germany. To Chile, 
Germany sells about as much as the 
United States and more than double as 
much as England, although Germany 
purchases less than half as much from 
Chile as the United States and England 
each purchase. In Brazil, Germany was 
able to raise her share of imports from 
9 per cent in 1930 to 25.1 per cent in 
1938, while Great Britain’s share de- 
creased from 19.2 per cent to 10 per 
cent, and that of the United States from 
30.2 per cent to 23.4 per cent. Thus in 
the last three years the first place in 
the imports of Brazil, the largest Latin 
American country, has been occupied 
by Germany. 

In the rest of South America, includ- 
ing Argentina, imports from Germany 
contribute at least more than 10 per 
cent to the total imports. In Bolivia, 
Great Britain has lost in the last four 
years about half her sales while Ger- 
many has more than doubled hers, and 
this In spite of the dominant position of 
England in Bolivia’s exports and the in- 
significance of Germany’s purchases in 
that country. In Mexico and Peru, too, 
Great Britain and France have lost 
heavily in sales while Germany has been 
able to gain even more than those na- 
tions have lost and to raise her share in 
Mexican imports from 10.3 per cent in 
1934 to 19.8 per cent in the first six 
months of 1938. Further increases of 
German and Italian exports to Mexico 


undoubtedly took place in the second 
half of 1938 as a consequence of the 
petroleum deals. Official statistics as to 
that period, however, have not yet been 
made available. 

It is clear that the chief reason for 
these increases has been the German 
methods of special export currencies and 
barter trade, by which any country de- 
siring to sell her goods to Germany is 
forced to accept German goods of the 
same if not higher value in exchange. 
By these methods Germany makes it 
virtually impossible to many Latin 
American countries to increase their 
purchases in the United States as long 
as the United States does not materially 
increase its purchases in the Latin 
American countries. This is the chief 
problem which dominates the relations 
between the United States and Argen- 
tina as well as Brazil and Uruguay. 
Now, after Czechoslovakia’s incorpora- 
tion into Germany, German sales to 
Latin America under the barter system 
are likely to increase even more. 


Japan 


As to Japanese trade relations with 
Latin America, these must be considered 
in the light of their not having existed 
twenty-five years ago. The commercial 
position which Japan has gained in vari- 
ous Latin American countries in so short 
a time is truly remarkable. Her exports 
to Panama, Honduras, the Dominican 
Republic, and Paraguay amount to 
about 14 per cent of the total imports 
of each of these countries. In Panama 
and Honduras the position of Japan is 
stronger than that of Germany. In 
1931 the value of Japan’s exports to 
Honduras was $40,000. In 1937 it had 
increased to more than $1,500,000, com- 
pared to $6,000,000 imported from the 
United States. In Panama, Japanese 
exports occupy the second place, and 
increased more than ten times in seven 
years, amounting in 1937 to more than 
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$3,000,000 as compared to $11,340,000 


from the United States. In the Domin- 
ican Republic, imports from Japan in- 
creased from $68,000 in 1932 to $1,- 
273,000 in 1936, while imports from the 
United States remained stationary at 
about $4,700,000. 

The trouble with the imports from 
Japan, from the viewpoint of the Latin 
American nations, is that Japan is un- 
able to buy from many Latin American 
nations which buy from her, since there 
is hardly any demand in Japan for the 
products of the coffee- and fruit-produc- 
ing regions of Latin America. Only for 
the cotton and meat products of coun- 
tries like Argentina, Brazil, Uruguay, 
and Peru, there is considerable and 
steadily increasing demand in Japan. 
Large and continually increasing col- 
onies of Japanese have been sent to 
these countries in order to foster the cul- 
tivation of cotton. Similar projects are 
under way in Costa Rica and Colombia, 
near the Panama Canal. In other coun- 
tries of Latin America, however, where 
Japan has bought practically nothing 
while rapidly increasing her exports, the 
governments have seen themselves com- 
pelled to restrict those imports from 
Japan by additional discriminatory du- 
ties and control measures, as a conse- 
quence of which Japanese sales have 
suffered serious setbacks in the last few 
years. This refers primarily to Colom- 
bia, Cuba, El Salvador, Guatemala, and, 
most recently, Costa Rica. 

The intensity and extensiveness of 
` Japanese commercial, cultural, and po- 
litical propaganda (all three usually go 
together) is remarkable. Such propa- 
ganda is carried out through local and 
traveling representatives of official and 
semiofficial character, expositions, very 
liberal advertising, formation of pro- 
Japanese associations among the influ- 
ential native elements which organize 
lectures, language courses, and so forth, 
and the issue and free distribution of 


great quantities of books, leaflets, and 
magazines of which some are regularly 
published in Argentina and Brazil, in 
Spanish and Portuguese. Their con- 
tents are primarily devoted to defense 
against charges of Japanese dumping, 
as well as the Japanese attack against 
China. There is also a monthly review 
(Asia America) edited by the consuls 
of several Latin American nations in 
Tokyo, which is published in four lan- 
guages and devoted to the intensifica- 
tion of the relations between Japan and 
Latin America. Scholarships for study 
in Japanese universities are given, and 
invitations for visits to Japan by Latin 
Americans are numerous. 


Italy 


Italy, as far as her role as a trader 
in Latin America is concerned, has so 
far not been able to assume great im- 
portance. Only in Argentina and Uru- 
guay does she provide as much as 5.5 
per cent and 4 për cent respectively of 
the total imports, thanks to the great 
number of Italian immigrants in those 
countries and to Italy’s importance as a 
customer. In all other Latin American 
countries, Italy’s share is 3 per cent or 
less of the total imports. 


Mexico 


In discussing the prospects for for- 
eign totalitarian penetration by means 
of trade promotion, I should like to call 
attention to the fact that conflicts such 
as have been caused by Mexico’s ex- 
propriation policy and are likely to 
be caused in the near future by simi- 
lar measures in other Latin American 
countries, are bound to give additional 
footholds in the New World to the to- 
talitarian aggressor nations, This has 
already been demonstrated in the case 
of the Mexican petroleum exports. On 
the other hand, it seems very doubtful 
whether such measures will be able to 
create a higher degree of “independ- 
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ence” for the Latin American nations 
which carry them out, as long as there 
is no full guaranty -that the expropri- 
ated properties can be handled as effi- 
ciently and that their products can be 
sold as profitably under nationalized 


management as has been the case under 


foreign and private ownership. 


CULTURAL INFLUENCES 


The issue of foreign influences in 
Latin America is not, however, merely 
one of foreign trade relations. Political 
and cultural influences exercised by cer- 
tain nations in Latin America are fre- 
quently much stronger than their com- 
mercial bonds. The foremost example 
is Italy. In some lands the considerable 
number of Italian immigrants or citi- 
zens of Italian descent is responsible for 
this, primarily in Argentina and Brazil. 
In other cases, like Peru, El Salvador, 
and others, the fact that powerful finan- 
cial institutions or large plantations are 
owned by Italians or Germans furnishes 
some explanation. But even in certain 
Central American countries where the 
Italian colonies are relatively small and 
where there are few Italian-owned in- 
vestments, the Italian minister is con- 
sidered as one of the most influential 
men in the country. 

While the Italian influence seems to 
be based primarily on the ability of the 
Italians to adapt themselves easily to 
the Latin American environment, thanks 
to the common background in culture, 
temperament, and forms of living, the 
German is often hampered in winning 
friends by his tendency toward a sys- 
tematic and soberly ordered conduct of 
life which sometimes makes him appear 
stiff and solemn and not too attractive 
to other peoples. Nevertheless, the 
Germans have been able to achieve in 
Latin American countries a remarkably 
high and solid economic position which 
has made them generally respected, if 
not popular. The Italian residents, like 





the Spaniards and oie ‘Southern Euro- 
peans, on the other hand; have very 
often remained in modest-positions, typ- 
ically as hotel and restaurant owners, 
shopkeepers, tailors, watchmakers, bar- 
bers, and so forth. 

Only in countries where there are 
strong German and Italian colonies have 
the governments so far taken measures 
against foreign penetration by means of 
schools, clubs, and so forth. This re- 
fers to Argentina, Brazil, and, partly, 
Chile. 


Temporary residents 


Furthermore, one must take into ac- 
count those foreigners who come to live 
in Latin America temporarily in order 
to carry out certain specific functions 
which frequently are more or less di- 
rectly concerned with propaganda. 
There are, e.g., training missions of mil- 
itary, naval, police, and air force officers 
in a considerable number of Latin 
American nations, sent by Italy, Ger- 
many, France, Great Britain, and the 
United States, in many cases without 
charge to the local government. As is 
well known, the Bolivian, Chilean, and 
Ecuadorian armies have been trained 
by German instructors, while the Peru- 
vian police is under the direct super- 
vision of officers sent by the Fascist 
Italian Government. On the other 
hand, many young Latin Americans are 
sent to Germany and Italy to receive 
specialized military training there. 

The number of university professors 
sent by the governments of Germany, 
Italy, and France to serve temporarily 
in South American universities also is 
remarkable. In these cases the propa- 
ganda character is quite obvious. A 
very interesting experiment in this re- 
spect is being carried out in the Domini- 
can Republic, where the German Gov- 
ernment established, about two years 
ago, a German-Dominican Research In- 
stitute. The staff of this institute is 





composéd’ 0 leit experts connected 
with Gerthan universities, and its official 
purpose is. to ‘carry out research work in 
tropical medicine, public health, and 
agriculture. The director of the insti- 
tute, however, is a historian from the 
University of Hamburg who for a con- 
siderable time has specialized in Ger- 
man propaganda work in Latin America, 
serving for some years in the University 
of Chile. 


Gifts of books 


Another weapon of foreign propa- 
ganda is the rather generous gifts of 
books and entire collections to many 
public and university libraries in Cen- 
tral and South America by several Eu- 
ropean governments and by Japanese 
institutions. Limitation of space does 
not permit a description in detail of 
this or any other means of intellectual 
penetration, such as radio broadcastings, 
which are intensively used for foreign 
propaganda throughout Latin America.” 


Propagandist arguments 


Those arguments which are most fre- 
quently used by foreign totalitarian 
propagandists in Latin America may be 
summarized under three points: 

1. It is in the interest of the Latin 
American nations to avoid any kind of 
economic monopoly in favor of the 
“Yankees,” because this would mean ex- 
ploitation. The best way of pursuing 
this principle is to trade with all who 
wish to trade with you, no matter 
whether in traditional form or under 
compensation arrangements. 

2. It is equally essential for the Latin 
American nations not to enter into any 
political and military alliance with the 
“Colossus of the North,” because in this 


2For an excellent description see Samuel 
Guy Inman, Democracy versus the Totali- 
tarian State in Latin America, Pamphlet No. 
7, Philadelphia: The American Academy of 
Political and Social Science, 1938. 
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case he will necessarily dominate them 
and will use them in a future war 
against their own interests. 

3. North American influences are li- 
able to bring about in the Latin Ameri- 
can nations, the loss of their own pre- 
cious traditions, racial conflicts, social 
unrest, and dangerous economic experi- 
ments; while the totalitarian nations, on 
the other hand, represent spiritual au- 
thority, social unity, political stability, 
and security of property. 


Domestic Economic INTERESTS 


This last point—security of private 
property—is, of course, of particular 
importance and should remind us that 
also among certain domestic elements in 
Latin America there exist strong lean- 
ings toward fascist influences. Practi- 
cally all vested interests in Latin Amer- 
ica considered the Spanish republican 
regime as a threat of bolshevism the 
extension of which to their own coun- 
tries they feared, once it had been estab- 
lished in the Spanish “motherland.” 
They therefore hailed Franco’s rebellion 
as a bulwark against this danger. It 
can be safely said that the great ma- 
jority of all influential newspapers in 
Latin America have been more or less 
openly in favor of Franco, since they 
are almost invariably owned by well-to- 
do families and depend for their reading 
public and advertisements to a great ex- 
tent on domestic elements which con- 
sider socialistic tendencies a greater and 
more imminent danger than the attack 
against democratic institutions, whose 
actual existence in many of their own 
countries they have reason to doubt. 

In Panama one of the two leading 
local newspapers assumed a peculiar at- 
titude: in its Spanish Section it was 
outspokenly pro-Franco and pro-fascist, 
to the point of publishing frequent arti- 
cles by the Secretary of Franco’s rep- 
resentation in Panama, attacking the 
League of Nations, and even ridiculing 
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efforts to stop the Japanese aggression 
in China. In its English Section its 
policy was equally outspokenly demo- 


cratic and anti-fascist, because this sec-’ 


tion of the paper is primarily read by 
North Americans in the Canal Zone. 

Another extremely important factor 
is the definite support which the Franco 
rebellion received from the Catholic 
Church all over Latin America, which 
was not only moral but also material. 
As a consequence, most well-to-do ele- 
ments in Latin America, Spaniards as 
well as native-born, were and are pro- 
Franco, while the majority of the poorer 
elements among the Spaniards living in 
Latin America, and of intellectuals not 
immediately connected with vested in- 
terests, backed the republicans. Their 
efforts were supported by republican 
propaganda material sent in great quan- 
tities from Valencia and Barcelona and 
also some published in Latin America, 
and by local associations which were or- 
ganized in collaboration with the Span- 
ish legations. These pro-republican ac- 
tivities, however, remained limited to 
those countries which had not yet recog- 
nized the Franco regime. 

As to the attitude of the Latin Ameri- 
can governments, several—among them 
some Caribbean governments—recog- 
nized the Franco government in an 
early period, while others refrained 
from official recognition to avoid an 
unfavorable impression in the United 
States, although their sympathy to- 
wards the cause of the nationalists 
was and is well known. Only a very 
few Latin American governments can 
be said to have assumed a perfectly 
correct attitude toward the government 
of the Spanish Republic as long as it 
existed. 

There is no doubt that this leaning 
towards Franco also has some bearing 
on the influence exercised by Italy and 
Germany in Latin America, although 
many of those Latin Americans who de- 


clare themselves enthusiastic supporters 
of Franco deny being fascists and ex- 
press strong opposition against the Nazi 
racial ideology and persecutions and the 
German methods of expansion. It is 
characteristic of a certain tendency 
among many Latin Americans toward 
the romantic and sentimental appeal 
that some of Franco’s sympathizers in 
Panama whom I happen to know gladly 
accepted the term “rebels” which was 
given Franco’s movement by the Loyal- 
ists, because they wished to emphasize 
their dynamic and revolutionary tem- 
perament and avoid any suspicion of 
being “reactionary.” They thus com- 
bined, though rather oddly, the pursuit 
of what seemed to them their material 
interest with the satisfaction of certain 
emotional motives, 


Spanish propaganda 

At any rate, it is safe to predict that 
for some time to come the fascist regime 
in Spain will be the most efficient car- 
rier of totalitarian and anti-American 
ideas and influences to Spanish America. 
The numerous and strong efforts which 
have already been made during the war 
in Spain by the Franco movement to 
influence policy and public opinion 
throughout Latin America warrant this 
statement, besides the interests of the 
two strong totalitarian powers which are 
responsible for Franco’s victory and 
which must be expected to use his re- 
gime in every way they see fit to do, 
especially on the American Continent 
where they can rely on the strong tradi- 
tional and natural bonds which still 
exist between the “motherland” and the 
“young” nations of Spanish culture. 
Nor must it be forgotten that a point in 
the program of the “Falanges,” one of 
the movements behind Franco, calls for 
the reconstruction of Spanish power and 
glory beyond the sea and particularly in 
the American nations of Spanish origin. 
The recent interest taken by Burgos 
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newspapers in Puerto Rico shows that 
not even new Spanish colonial aspira- 
tions are entirely out of the question, 
fantastic as they may appear to us for 
the moment. 


Soviet-influence , 

In speaking of totalitarian influences 
in Latin America one must, of course, 
include those coming from Soviet Rus- 
sia. In practice, however, the intensity 
and efficiency of such influences can by 
no means be compared with the propa- 
ganda campaign carried out systemati- 
cally by fascist organizations and sym- 
pathizers throughout Latin America. 
. Trade relations between Latin America 
and Russia are negligible. With the ex- 
ception of Mexico, there do not even 
exist diplomatic relations. There have 
been in the past attempts to organize 
Soviet propaganda by way of Russian 
legations and trade missions to Uru- 
guay, Argentina, and Mexico, but these 
attempts have failed, and at present 
Communist propaganda seems to be 
almost limited to the publication and 
distribution of a few isolated news- 
papers and magazines in Mexico, Costa 
Rica, Cuba, and Chile. Even in these 
countries, such activities are carried out 
almost exclusively by a small number of 
intellectuals who as a rule lack sufficient 
organization to reach the broad masses. 
In most other Latin American countries 
the control exercised by conservative or 
dictatorial governments makes efficient 
Communist propaganda among the 
masses of the population virtually im- 
possible. 


CONCLUSIONS 


In summing up the present situation 
with regard to foreign totalitarian influ- 
ences in Latin American countries, it 
should be taken into consideration that 
political influence in these countries, 
even more than in other parts of the 
world, depends largely upon personal 


popularity. It would be erroneous to 
believe that the problem of foreign in- 
fluences in Latin America today is 
merely an issue of the conflict between 
certain systems of political and social 
organization. It is in fact much rather 
a competition going on among certain 
individual foreigners who in the fespec- 
tive countries represent North American 
democracy or Italian Fascism or Ger- 
man Nazism—whether they intend to 
do so or even know it or not. The 
average Latin American does not read. 
To him, political slogans mean nothing. 
He is, in general, indifferent to boycott 
movements against Japanese or German 
goods because he is not sufficiently 
aware of, or interested in, the issues 
which are behind these movements. 
The demonstrations which recently have 
taken place in several Latin American 
countries against visiting Italian war- 
ships, which received so much attention 
in this country, were organized and car- 
ried out by relatively few intellectuals 
with a limited number of followers. 
The average Latin American depends 
for his “political” judgments and con- 
victions on personalities, as he is used 
to doing in the domestic politics of his 
own country. If he is called upon to 
participate in elections, he does not give 
his vote to a certain party or ideology, 
but for a “Caudillo”—i.e., a leading 
personality whom he knows and of 
whose success he expects something for 
himself, or to whom he considers himself 
bound by friendship or family bonds. 
In turn, if he knows and is friendly with 
some Italians or Spaniards whom he 
finds simpdticos, he will not care 
whether they are fascists or not. On 
the other hand, a “Yankee,” democratic 
as he may be in his convictions, will not 
be able to serve as a missionary of those 
convictions if he represents a powerful 
foreign corporation in Latin America 
which is considered as exploiting the 
native population, or if he lets his na- 


8 Tur ANNALS oF THE AMERICAN ACADEMY 


tive neighbors feel that he regards them 
as somewhat inferior because of their 
cultural status or their color. 
Everybody with experience in Latin 
America knows that this emotional 
factor is of inestimable importance. 
Through their “strong man” way of 
dealing with the outer world, Hitler and 
Mussolini have gained tremendous pres- 
tige and even admiration, though not 
sympathy, in Latin America, and the 
democratic nations have lost in the same 
proportion as they have continually re- 
treated in the face of aggressive actions. 
The Latin is particularly susceptible to 
exciting gestures, strong actions, and 
brilliantly formulated slogans, and he 
finds all these in abundance in the to- 
talitarian propaganda. The correctness 
of this statement can be proved by the 
surprising degree in which France has 
lost her traditional prestige in Latin 
America. Even Great Britain seems to 
be considered as a real power only in 
those southern nations of South America 
which depend commercially to a great 
extent on exports to Great Britain. The 
only great democratic power which is 
still able to counteract efficiently the 
fascist influences in Latin America is 
_ the United States. 
How can this be done? Certainly not 


by merely adopting and imitating to- 
talitarian propaganda methods. One 
should be careful to avoid haste and 
should not expect sudden, spectacular 
results from diplomatic conferences and 
rushed visits of a few individuals which 
can produce only superficial results and 
which sometimes are bound to bring 
with them disappointments. 

There are two principal ways by which 
democratic tendencies in Latin America 
can be strengthened. One of them is 
the intensification of inter-American eco- 
nomic co-operation by way of larger 
purchases of Latin American goods in 
this country and the exploitation of 
Latin American natural resources under 
joint responsibility and by pursuing mu- 
tual benefits. The other is the intensi- 
fication of cultural co-operation, for 
which there are many means which can- 
not even be mentioned in this paper, 
but all of which must be based on 
unpretentious contacts and meetings 
among as many Anglo-Americans and 
Latin Americans as possible. Both 
ways are indispensable. Both will pro- 
duce results highly beneficial for both 
partners if projects are made and car- 
ried out after very careful preparation 
and in a manner appropriate to the Latin 
American character and environment. 
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Lima Conference and the Totalitarian Issue 


By SAMUEL Guy INMAN 


E MODERNS boast of our prog- 
ress and how far we have left 
behind the past; but in one respect here 
on the American Continent, we are right 
back where we were a century ago. On 
December 2, 1823 President Monroe 
sent his famous message to Congress 
describing the threat to democracy on 
this continent from a newly developed 
combination of reactionary powers in 
Europe. Three years later, June 22, 
1826, at the call of Simén Bolivar, the 
representatives of the young republics 
of Latin America met to study the best 
means of protecting themselves from the 
menace of certain European forces. As 
we study the history of succeeding 
years, there is some indication that our 
fathers were unduly excited about the 
rumored movements of the Holy Alli- 
ance. Just before the World War there 
was a movement in this country—I con- 
fess I was a party to it—to abolish the 
Monroe Doctrine as “an obsolete shib- 
boleth.” 

But today the Monroe Doctrine has 
returned to occupy the central place in 
our foreign policy. An outside enemy, 
not only in Europe but also in Asia, with 
strength a hundred times over that of 
the Holy Alliance, is pounding at the 
gates of our back yard—the front yard 
of many of our Latin American neigh- 
bors. The great advantage today is 
that the United States no longer main- 
tains the whole responsibility for pro- 
tecting both the front and back yards 
of the whole continent. You will re- 
member that as soon as the Brazilian 
Government heard of Monroe’s mes- 
sage, it sent its representatives to Wash- 
ington to make an agreement for a joint 
defense of the continent. In calling the 
Panama Congress, Bolivar proposed as 
an item on the agenda, the approval by 
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all the Americas of the Monroe declara- 
tion. But the United States would have 
none of such a partnership. Today, 
however, the threat, we feel, is so much 
greater that we welcome such a joint 
responsibility. Indeed, the “continen- 
talizing” of the Monroe Doctrine has 
become a prominent part of our inter- 
American policy. This point in our 
good neighbor policy has, of course, 
greatly strengthened the power of the 
whole continent to resist encroachment 
from any outside force. The unity 
which it brings means more strength 
than would many battleships and bomb- 
ing planes! This should not be forgot- 
ten in all the arguments pro and con on 
how dangerous the threat by the totali- 
tarian states really is to our American 
democracy. 


EXPERTS DIFFER 


We might as well realize at once that 
it is difficult to get any agreement 
among the “experts” on how seriously 
the Rome-Berlin-Tokyo axis threatens 
to destroy the American system. Re- 
cently I heard a long discussion on this 
subject between two well-known Latin 
Americans. The newspaper editor 
claimed that the danger scarcely ex- 
isted. The poet and teacher, who had 
just returned from visiting many south- 
ern countries, said the threat was im- 
minent! 

We find this same division of opinion 
between the two most distinguished rep- 
resentatives of this country and Argen- 
tina—Secretary of State Cordell Hull, 
and Dr. José Maria Cantilo, Foreign 
Minister of Argentina. Secretary Hull, 
in his opening address at Lima, said: 


Mankind is tragically confronted once 
more by the alternatives of freedom or 


10 THE ANNALS OF THE AMERICAN ACADEMY 


serfdom, . . . of civilization or barba- 
rism. ... 

In the face of this threat, . . . it is im- 
perative that the twenty-one republics of 
the Western Hemisphere proclaim, une- 
quivocally and unmistakably, their pro- 
found belief that only the type of national 
organization and of international relation- 
ship which we:and the rest of mankind 
have been persistently and laboriously 
-building up in the course of recent gen- 
erations can make it possible for nations 
to advance materially and culturally, and 
for man to be free... . 

Each and all of us desire passionately to 
live at peace with every nation of the 
world. But there must not be a shadow of 
a doubt anywhere as to the determination 
of the American nations not to permit the 
invasion of this hemisphere by the armed 
forces of any power or any possible com- 
bination of powers. Each of our nations 
obviously must decide for itself what meas- 
ures it should take in order to meet its 
share of our common interest and responsi- 
bility in this respect. As far as my coun- 
try is concerned, let no one doubt for a 
moment that, so long as the possibility of 

_ armed challenge exists, the United States 
will maintain adequate defensive military, 
naval and air establishments. 


ARGENTINA’S POSITION 


That address was preceded by one by 
the Minister of Foreign Affairs of Ar- 
gentina, Dr. Cantilo. I will not quote 
directly from that speech but from an 
interview I had with the Minister in 
which I think he presented more clearly 
his opinions. I have never heard in so 
few words a clearer exposition of the 
international position of Argentina, and 
of the fundamental reason why it differs 
in certain matters from that of the 
United States than Dr. Cantilo’s re- 
marks convey. 


“I rushed over to congratulate Secretary 
Hull,” said Dr. Cantilo, “as soon as he 
finished his address and told him that I 
was delighted that he and I differed so lit- 
tle.” 


“But you and Mr. Hull did differ, then? 
In what way?” 

“We differ in this: Mr. Hull seems to get 
his key from what is outside this continent. 
He expresses his fear of what Europe or 
Asia with their new ideologies might do to 
America, so he wants us to arm. I get my 
key from America itself. I say our busi- 
ness is to go forward in building our Ameri- 
can life in the American spirit. When a 
nation from the outside really threatens 
us, then is the time we are to take decisive 
and united action to defend ourselves.” 

“Doesn’t it seem to you, Dr. Cantilo, 
that Chancellor Hitler might be starting off 
on a second Napoleonic era?” 

“No, I do not at present see that. What 
I do think is that America ought to stand 
solidly together for its own development. 
Our program ought to be drawn not be- 
cause we fear an outside enemy, but be- 
cause we want to make a strong America. 
The position of the United States is differ- 
ent from that of Latin American countries. 
You must face certain world problems 
which are not ours. The United States 
worked out its problem with China, its 
strong position in the Philippines and Ha- 
waii, not from an inter-American stand- 
point, but based on your own national 
interests. So today you naturally work out 
your world relations according to your own 
ideas. But then the United States brings 
that position here to us in Latin America 
and says, ‘Let us adopt this as a Pan- 
American policy.’ We do not like this.” 

“Mr. Minister, why is it that Argentina 
always seems to be so near to Europe?” 

“Well, in the first place, in Argentina our 
population contains an enormous number 
of Italians, Spanish, French, Germans, and 
other European people. Equally important 
is that Europe is our market and we sell it 
most of our products. The United States 
buys practically nothing from us. Did you 
know that in the first eight months of 
1938, Argentina bought more from the 
United States than we did from England, 
our best customers? And what did the 
United States buy from us? How can we 
expect to forget all about the people who 
give lifeblood to our nation and buy our 
products?” 


Lima CONFERENCE AND THE TOTALITARIAN ISSUE il 


How DETERMINE TOTALITARIAN 
INFLUENCE? 


Since even high government officials 
have such different viewpoints, one asks 
how we can find the truth concerning 
how far the totalitarian states are a real 
threat to democracy in Latin America 
and therefore a threat to our own coun- 
try. 

One way to determine this is to go 
over the map state by state and point 
out that in Chile, for example, the Ger- 
mans are doing such and such things, 
the Italians are doing so and so, and the 
Japanese have such and such influence. 
Then go to Bolivia and Peru, Nicaragua 
and on around the whole map, and cata- 
logue the activities of the totalitarians, 
That is the method which most of us 
have used in studying the question; and 
it makes an alarming picture. ` 

But if we are going to do that, we 
should at the same time check up on 
the influence of the United States. In 
Peru, for example, we find that Italy 
has a big airplane factory a little way 
out of Lima, the Italian bank is the 
dominant financial institution, and Ital- 
ians own the government-operated radio 
station and other important institutions. 
But to get a fair picture,-you should 
also check up on the influences of the 
American colony, which will show that 
the United States sells more than does 
any other country, maintains a naval 
mission, and dominates the shipping and 
mining interests. 

We must remember that foreigners 
have always had a large influence in 
Latin America, with the Germans and 
the Italians exercising great influence 
for a half-century in some sections. Of 
course, under the new propaganda min- 
isters these colonies are strongly organ- 
ized, and I have no desire to minimize 
this strength; but it is evident that for. 
a scientific judgment on this matter, 
we must take many factors into account. 


The Lima Conference seems to be the 
one place, up to the present, where the 
two ideologies were clearly in conflict. 
At Lima there were present official rep- 
tesentatives of twenty-one American re- 
publics. Some were democracies, others 
were dictatorships. Unofficially the to- 
talitarian states were represented, and 
at times’ their influence was very strong. 
The debate was hot and heavy. Do 
not believe, as some reports have indi- 
cated, that there was no free speech at 
Lima! If you had been a delegate try- 
ing to carry your point without debate, 
you would have been very much dis- 
gusted at the amount of liberty allowed 
in debate. The idea that Argentina or 
Peru or the United States dominated the 
Conference and that the little countries 
were not allowed to say what they 
wished, simply is not true. The demo- 
cratic principle was carried to the extent 
at one time that although there were 
twenty countries ready to vote for an 
important measure, it was not passed 
until the remaining country had been 
persuaded by argument to unite with all 
the other twenty. When the Declara- 
tion of Lima was finally passed, it 
seemed to represent, as far as a demo- 
cratic assembly could with such widely 
differing national interests, the common 
ideal of the continent. 


LATIN AMERICAN DICTATORS 


We hear a good deal about the dic- 
tatorships in Latin America, and this 
is supposed to mean that these countries 
are becoming totalitarian. We ought to 
realize that Latin America has always 
had dictatorships. It is a kind of an 
old “Spanish custom.” This does not 
necessarily mean that they are lined 
up with European dictatorships. His- 
tory shows that dictators like Díaz of 
Mexico, Cabrera of Guatemala, and 
Gómez of Venezuela, have enjoyed close 
relations with the United States. It is 
usually when countries move toward 
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democracy that they show a disposition 
to think and act independently of the 
big dominant power. This was exempli- 
fied at Lima. 

Study the vote at the Lima Confer- 
ence. You may be surprised to see that 
most of the dictatorship countries were 
lined up with the United States. The 
Central American countries, four of 
which are usually counted as dictator- 
ships, voted practically in bloc with the 
United States. The same may be said 
of the three West Indies countries. 
Cuba, the Dominican Republic, and 
Haiti were solidly with the United 
States. Peru, the host, a definitely de- 
clared dictatorship, sided with Uncle 
Sam. 

The more democratic countries, like 
Argentina, Chile, Colombia, and Mex- 
ico, were the ones that showed most 
independence both of the United States 
and of European dominance. Brazil, 
which in former conferences had co- 
operated closely with the United States, 
at Lima was more independent. A 
southern bloc with Argentina as leader 
and including Uruguay, Paraguay, and 
Bolivia, seemed at times to be forming, 
with bids to Chile and Peru to join. 
Argentina, anxious not to offend her 
good customers in Europe or to slight 
those with whom she has been most 
closely connected culturally, found near 
neighbors likeminded. But here eco- 
nomics and not political theories seemed 
to be the determining factor in the atti- 
tude. 

Without discussing at length this 
complicated question of political align- 
ments, we can state that the Lima Con- 
ference proved that American dictator- 
ships are not necessarily friendly to 
European dictators—are indeed more 
inclined to be friendly to the United 
States, from whom they believe they 
are more likely to get the economic and 
financial backing needed to retain 
power. 


THE DECLARATION oF LIMA 


The debate at Lima largely revolved 
around the Declaration of Lima. It 
seems to me that it is important for all 
those interested in inter-American af- 
fairs to study carefully this Declara- 
tion. Let me assure you that it was 
hotly debated for three weeks. During 
that time the totalitarian interests un- 
officially present used every influence 
they could possibly bring to bear to di- 
vide the Conference. At one time when 
the debate was pretty warm, the Italian 
Minister at Panama took a plane and 
flew to Lima, quartered himself in the 
Italian Embassy, and worked on the 
delegates to get them to vote against 
the resolution which condemned reli- 
gious or racial persecutions. In spite of 
all such efforts, that resolution was 
unanimously passed. So was the Lima 
Declaration. Here are two paragraphs 
of that document: 


The Eighth International Conference of 
American States, considering that the peo- 
ples of America have achieved spiritual 
unity through the similarity of their re- 
publican institutions, their unshakable will 
for peace, their profound sentiment of hu- 
manity and tolerance, and through their 
absolute adherence to the principles of in- 
ternational law, of the equal sovereignty of 
states and of individual liberty without re- 
ligious or racial prejudices. . . . [Skipping 
down to the next to the last paragraph, we 
read] And in case the peace, security or 
territorial integrity of any American Re- 
public is thus threatened by acts of any 
nature that may impair them, they pro- 
claim their common concern and their 
determination to make effective their sol- 
idarity, co-ordinating their respective sov- 
ereign wills by means of the procedure of 
consultation. . . . 


You will agree, no doubt, that this is 
strong language. If lived up to, the 
American Continent will have started on 
a new road of effective political co- 
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operation. As far as I could tell—and I 
have known most of the delegates per- 
sonally for many years—the signatures 
on that document represented the hon- 
est opinion of the representatives of the 
American nations. I know, of course, 
the opinion that is often held of the 
diplomat—an ordinary man sent to lie 
abroad for his country. But after going 
through the struggle at Lima, it seems 
that we have here a real expression of 
the ideals of American democracy. 

It is, of course, only an ideal, only a 
declaration. Our own Declaration of 
Independence only represented our 
ideals. When we made that Declara- 
tion, we were not free. Our freedom 
depended on what we were willing to 
put behind those ideals. There are a 
number of things in that Declaration 
that we have never yet attained. “All 
men are born free and equal.” Are 
they? Ask the unemployed; ask the 
Negro; ask the sharecropper. But ev- 
ery worthy citizen is working to see that 
all our people get an equal chance. 

Here is the declaration of independ- 
ence of the American Continent from 
the totalitarian states. This is our an- 
swer to the challenge of those who 
threaten the American system. Will we 
carry out this Declaration? Nobody 
knows. It all depends upon the gov- 
ernments and the people of the United 
States, Mexico, Argentina, Brazil, Para- 
guay, Honduras, and all the other coun- 
tries involved. The public of the 
United States will determine whether or 
not our Government will carry out this 
Declaration. Secretary Hull, as proud 
as he was of having secured the adop- 
tion of the document, has recently is- 
sued a statement saying that it depends 
upon the people whether or not these 
principles are carried out. 


SPIRITUAL UNION 


The Declaration states that “the peo- 
ples of America have achieved spiritual 


unity.” Of course the iconoclasts im- 
mediately begin to ridicule that. Look 
at the difference of viewpoint between 
the Latin Americans and the Anglo- 
Saxon Americans, the misunderstand- 
ings between Mexico and the United 
States, the opposing attitudes of Secre- 
tary of State Hull and Argentina’s For- 
eign Minister Cantilo! Quite true, but 
within each individual country there are 
like divisions, What could be said at 
Lima was that on the big issue of de- 
mocracy versus the totalitarian state, 
the American Continent finds itself still 
united in what Henry Clay called “The 
American System.” 

No nation of the New World has ever 
lowered that flag! When the Latin 
American countries secured their inde- 
pendence, their leaders recognized their 
unpreparedness for the republican form 
of government. Nevertheless, every 
country followed that ideal and pat- 
terned its constitution after that of the 
United States. In spite of large illit- 
eracy, sparsely settled areas, and in- 
experience, which have prevented living 
up to these constitutions, the educa- 
tional processes have been pushed for- 
ward and the hope cherished that real 
democracy will be attained. 

When Maximilian, with all his back- 
ing from Europe, invaded Mexico, it 
looked as if the republic would be swept 
aside. But the little Indian Juárez 
gathered his army together. Over the 
mountains and the valleys they went 
harassing the mighty Maximilian. Fi- 
nally they captured him and stood him 
up against a wall and shot him. Civili- 
zation was shocked. But Mexico said, 
“The world must learn that Mexico is 
an independent republic and will have 
none of monarchy.” 

Not yet has Mexico or other Latin 
American countries attained a well- 
rounded democracy, but all are strug- 
gling toward that ideal. All have 
proved by their sacrifices for that ideal 
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that they love it as much as do we in 
the United States. In this sense, in 
their loyalty to the democratic ideal, in 
spite of the abuses of the dictators, the 
American peoples have proved them- 
selves to be a unity. 

“Their unshakable will for peace” is 
the next statement. Mexico signed that 
statement. The United States signed it. 
But Mr. Hull and Ambassador Castillo 
Najera both knew when they signed it 
that there were difficult problems that 
might wreck the friendship between 
these two countries. With this will to 
peace, the State Department, instead of 
making an angry protest at Mexico’s 
expropriation of American petroleum 
property, has rather insisted that the 
petroleum interests should themselves 
make every effort to settle with the 
Mexican Government. Now for the 
first time the petroleum interests of the 
United States have sent their repre- 
sentative, Mr. Donald Richberg, to dis- 
cuss the question with President Car- 
denas. The latter, on his part, has 
stated that he has every desire to reach 
an amicable and just settlement. Sec- 
retary of State Hull said to me not long 
ago in discussing this question, “There 
is a line that can be drawn where both 
petroleum interests and the Mexican 
Government can find justice.” If each 
party is willing to exercise with patience 
this “unshakable will for peace,” both 
the rights of private property and jus- 
tice for the Mexican laborer will be 
found. 


A New AGREEMENT WITH BRAZIL 


Brazil is another case in point. She 
has always been friendly to us, but re- 
cently both economic and political hap- 
penings have disturbed our relations. 
“So the United States, following the 
Lima Conference with this “unshakable 
will for peace,” invited Dr. Oswaldo 
Aranha, Brazilian Minister of Foreign 
Affairs, to come to Washington to talk 


over all these things. The Minister 
came, and after several weeks of dis- 
cussion the two governments have just 
signed one of the most far-reaching ef- 
forts for economic co-operation ever 
put into effect between two American 
governments. So instead of letting 
things drift and get worse, by the exer- 
cise of a will to peace we have developed 
a positive program which may well 
prove to be the pattern for many similar 
programs that will be mutually helpful. 
This agreement provides that the Ex- 
port and Import Bank shall extend cred- 
its to American merchants so that there 
may be given long-term credits to Bra- 
zilian importers, thus freeing them from 
the bondage of the German barter sys- 
tem. Aiding in this also will be exten- 
sion of credits to free Brazilian exchange 
to make possible payment for exports 
already shipped and interest on loans 
overdue. Brazil proposes to guarantee 
to American investors treatment ac- 
corded to her own nationals. Most im- 
portant and inherent in the whole agree- 
ment is a new effort to have all the 
arrangements directed toward the de- 
velopment of Brazil’s natural resources 
and a diversification of her products. 
To this end the United States is to send 
a number of agricultural experts to aid 
in a new program of production. 


ARMAMENTS ENDANGER Goop NEIGH- 
BOR POLICY 


It may be that such arrangements will 
prove to be the best way of carrying out 
that section of the Declaration which 
emphasizes the “determination to make 
effective their solidarity.” No doubt, 
this making effective the solidarity 
agreed upon at Lima will occupy the 
attention of American governments and 
people for some time to come. Senator 
Pittman has recently proposed some- 
thing of a military co-operation in which 
this country would open its navy yards 
to Latin American countries, building 
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their naval vessels at cost price. This 
would carry much further the present 
widely practiced plan of furnishing 
army and navy missions to Latin Amer- 
ican governments. It seems to me that 
it would be one.of the best ways to de- 
stroy the Declaration of Lima. I be- 
lieve that few Latin Americans would 
favor any kind of military alliance. In- 
stead of strengthening democracy, we 
should probably find that we were sim- 
ply strengthening dictatorial govern- 
ments in Latin America. 

Already, the press of Latin America 
has begun to give its opinion along these 
lines. Recently La Prensa, of Buenos 
Aires, stated that South America ex- 
pected the good neighbor policy to be 
one of co-operation and practical benefi- 
cent measures that would tend to in- 
crease production and international 
trade, and consequently improve the 
general economic situation. Instead of 
that, the United States now proposes to 
load down the republic with a costly 
armaments race which it cannot afford, 
and which can lead only to trouble: 
Other important Latin American papers 
are saying practically the same thing. 

Instead of making effective our sol- 
idarity, such aid to arming our neigh- 
bors would tend to create jealousies be- 
tween those accepting the aid and those 
refusing it. It would load on these 
countries a new armament program, 
when they have already suffered much 
from military dictatorships. It would 
hinder their much needed educational 
and economic improvement. It would 
require financial and political agree- 
ments with the United States which 
would renew the old suspicions of the 
United States that existed when the 
marines were in Latin America. What 
a tragedy it would be if, in defending 
the American Continent from the to- 
talitarian dictators, our own democracies 
should become as militarized as is Eu- 
rope! 


Whatever comes, peace or war, a 
friendly Latin America is our most im- 
portant asset. Aiding Latin America to 
develop her own strength, her own re- 
sources, her own social and educational 
forces, along democratic lines, is the 
best way to secure her as an ally to our 
own democracy. It offers great prom- 
ise in the development of a mutually 
helpful America that will stand against 
the destructive forces of our civiliza- 
tion. 

The United States Government has, 
after a long period of relative indiffer- 
ence, awakened to the need for a posi- 
tive program of co-operation with Latin 
America to offset the enormous activi- 
ties of the Rome-Berlin-Tokyo axis. 
The President has appointed an Inter- 
Departmental Committee that has been 


. working on a program in which each 


department of the Government can con- 
tribute to inter-American co-operation. 
The wheels at Washington seem, how- 
ever, to grind slowly. It is hard to get 
vigorous action to carry out these plans. 
In the meantime, the opponents of de- 
mocracy move swiftly and surely! 


CULTURAL EXCHANGE 


The Department of State has recently 
taken a step forward ‘by organizing a 
Cultural Section. It is to carry out the 
treaties signed at the Buenos Aires Con- 
ference, providing that each American 
government shall send at its own ex- 
pense annually two graduate students 
and one exchange professor to other 
countries signing the treaty. The new 
department is also supposed actively to 
encourage nonofficial organizations in 
promoting cultural exchange. Unfor- 
tunately, Congress voted only some 
twenty-five thousand dollars for this 
year’s support of the department. 
About the same time, Congress voted 
around seventy million dollars for a 
new battleship. It is hoped that Latin 
Americans will not say that the United 
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States believes seventy million dollars’ 
worth in battleships but is willing to 
risk only twenty-five thousand dollars 
for cultural exchange. 

It seems to me that Washington 
should speed up these programs for 
emphasis on democratic inter-American 
exchange. It ought also to speed up 
Government co-operation for the devel- 
opment of Spanish America, along the 
lines recently worked out with Brazil. 
Then, too, private organizations—edu- 
cational institutions, peace organiza- 
tions, women’s clubs, labor groups—all 
kinds of organizations ought to get to 
work on the Lima Declaration. Let 
each one see how far it can carry out 


this “spiritual unity,” this “will for 
peace,” this “common concern” for each 
other in all parts of the continent, this 
“determination to make effective [our] 
solidarity.” 

The Declaration of Lima is a fighting 
platform for American democracy. As 
such, it deserves careful study. It is an 
important state paper, a new Monroe 
Doctrine, continental, not unilateral, in 
its guarantee of the “American Sys- 
tem.” Its unanimous adoption by the 
greatest bloc of republics in the world 
notified the totalitarian states that we 
Americans are still ready to sacrifice 
other things for the most precious of our 
possessions, Democracy. 
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Latin America and the Fascist ‘‘Holy Alliance” 


By Davin EFRON 


INCE the Munich crisis the danger 

of fascist penetration into the West- 
ern world has increasingly preoccupied 
the peoples and the governments of the 
Americas. Indications of this preoccu- 
pation are the conferences that have 
been and are being held throughout our 
hemisphere, to discuss both the extent 
and the implications of that danger. 
On December 10, 1938, while the offi- 
cial representatives of the American re- 
publics were at Lima engaged in shap- 
ing the policy of continental solidarity 
against foreign aggression, delegates 
from eighty-two democratic organiza- 
tions in the United States, representing 
over six million people, met at the Con- 
ference on Pan American Democracy in 
Washington to discuss concretely ways 
and means of co-operating with the 
democracy-loving peoples of the other 
Americas in the defense of democracy 
and freedom. On the very same day 
and, significantly enough, without pre- 
vious contact, in Buenos Aires, the capi- 
tal of my native country, Argentina, a 
similar conference took place, followed 
by a mass meeting of twenty thousand 
people, at which the Argentine Popular 
Union for the Alliance of the Americas 
was formed. The opening session of 
your own convention on “Democracy 
and the Americas” comes only a few 
days after the closing session of the In- 
ternational Congress of American De- 
mocracies which was held in the city of 
Montevideo. There, on a geographical 
scale as large as the North and South 
American continents, hundreds of dele- 
gates from liberal and democratic par- 
ties, trade unions, and cultural organiza- 
tions met to discuss the problems of the 
struggle against fascism, both foreign 
and domestic, and laid the foundations 
of an Inter-American League for De- 
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mocracy and Freedom. Preparations 
are already under way for a similar con- 
gress to be held next year in the city of 
Washington. 


THE Monroe DOCTRINE 


One hundred and fifteen years ago, 
on December 2, 1823, President James 
Monroe sent a message to the Congress 
of the United States embodying what 
has since been known as the Monroe 
Doctrine. Allow me to quote a portion 
of it. 


The political system of the Allied Powers 
is essentially diferent . . . from that of 
America. This difference proceeds from 
that which exists in their respective govern- 
ments. .. . It is impossible that the Allied 
Powers should extend their political system 
to any portion of either continent without 
endangering our peace and happiness; nor 
could anyone believe that our southern 
brothers, if left to themselves, would adopt 
it of their own accord. It is equally im- 
possible, therefore, that we should behold 
such interposition, in any form, with in- 
difference... . 


That was over a century ago, and 
since that time your southern brothers 
have built grea: nations in Latin Amer- 
ica. The national sovereignties of these 
nations have been maintained and the 
framework of cemocracy erected in the 
Western world. 

At Lima, the governments of the 
Americas recertly met to take cogni- 
zance, among other things, of a new 
threat to their sovereignties, a threat 
remarkably like that which impelled 
President Monzoe to his declaration, a 
threat to “colonize” anew the vast and 
rich lands of our hemisphere, a threat to 
transplant the totalitarian form of gov- 
ernment from Europe to the Americas. 
As in Monroe’s day, this is of vital con- 
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cern to the United States. But as the 
Latin American republics have grown in 
strength and influence, this threat is to 
be met not by one nation, but by 
twenty-one. The “Declaration of 
Lima” and the “Declaration of Ameri- 
can Principles” embody this reinter- 
pretation of the Monroe Doctrine. In- 
deed, they mark the beginnings of a 
new Monroe Doctrine, multilateral in- 
stead of unilateral; an inter-American 
Monroe Doctrine, fit to meet the pres- 
ent historical situation. 

It is fitting to recall in this connection 
that originally, and prior to the period 
of “dollar diplomacy,” the Monroe Doc- 
trine, in spite of its unilateral and pat- 
ronizing character, dictated perhaps by 
the uneven political and economic de- 
velopment of the American nations, 
was, broadly speaking, a progressive 
doctrine, aiming at the preservation of 
the national independence and the in- 
cipient democratic institutions of the 
Latin American countries, as well as of 
the United States, threatened by the ag- 
gressive policies of the “Holy Axis” of 
that period. Your country being at that 
time predominantly agrarian, with a 
capitalistic economy going through an 
early stage of internal development of 
home resources, your foreign policy was 
not, indeed could not possibly be, at 
that stage an instrument of outward ex- 
pansion. Monroe’s declaration was the 
warning to a reactionary, monopolistic 
alliance of absolutist powers, on the 
part of the first, already established, re- 
publican democracy of the New World, 
to keep hands off its Latin American 
neighbors, in the national liberation 
movements of which it saw the best 
guarantee for its own free development. 

It was only at a subsequent period, 
the period of the growth of American 
monopoly capital and of “dollar diplo- 
macy,” that the original function and 
intention of Monroe’s declaration was 
perverted and the doctrine misused by 


certain American groups, in connivance 
with certain Latin American groups, in 
detriment to the sovereignties, the dem- 
ocratic aspirations, and the living stand- 
ards of some of the Latin American 
countries, 

This unfortunate development was 
parallel with, shall we say a result of, 
an internal undemocratic development 
in the United States. With the advent 
of your progressive New Deal and the 
beginnings of the breakdown of the in- 
ternal political power of those groups, 
the aggressive “big stick” of your for- 
eign policy, which they had controlled, 
was, by necessity, also broken down. A 
logical foreign counterpart of your in- 
ternal New Deal, the Good Neighbor 
Policy, is the twentieth-century version 
of the Monroe Doctrine. Of this the 
democracy-loving people of Latin Amer- 
ica are perfectly aware, and they are 
quickly forgetting the wounds that the 
big stick of an American predatory mi- 
nority inflicted upon them in the past. 
United by their common faith in democ- 
racy, the peoples of Latin America, to- 
gether with the people of the United 
States, are welding their progressive ef- 
forts in a common purpose of self- 
defense against the common enemy. 


THREAT TO LATIN AMERICAN 
INDEPENDENCE 


As in 1823, a new “Holy Alliance,” 
the fascist Berlin-Rome-Tokyo axis, is 
threatening the political and economic 
independence of our nations. 

It is a many-sided question—this 
fascist penetration of Latin America. 
Sufficient documentary evidence is avail- 
able to occupy me for several hours in 
merely cataloguing it. A detailed re- 
port on this subject was presented by 
the writer last December in Washington, 
at the Conference on Pan American 
Democracy, and will be published in 
booklet form in the near future. Here 
I can touch only on some of the high 
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lights, and as far as possible I will base 
my statements on the most official docu- 
ments available—the congressional rec- 
ords of Brazil, Argentina, Uruguay, and 
Chile. 


As a fitting introduction to the mate- , 


rial which I will outline, I want first of 
all to give you two or three quotations. 

In Berlin there is a government insti- 
tution known as the School for High 
Political Studies for Nazi Youth in For- 
eign Countries. It is attended by 
youngsters selected from among the 
most promising in the Nazi organiza- 
tions abroad. The instructions given to 
these students are mostly private. Once 
in a while, however, the text of a lec- 
ture is made public. It is from such a 
lecture, delivered before the students at 
this school by Dr. Emil Ehrlich, on Jan- 
uary 17, 1938, that I want to make my 
first quotation: 


There are in the New World great ter- 
ritories peopled almost in their totality by 
Germans, whose task should be that of 
taking under their own government the 
lands tilled and worked by them, to bring 
them under the direct protection of our 
marvelous and once more powerful father- 
land. ... But the organization should, and 
shall, in those foreign countries, create a 
German community which may not know 
frontiers nor faraway seas. 


That is the broad political line of 
fascist penetration. It remains for the 
lesser, but entirely practical, ideologists 
to bring it down to particular sections of 
the earth’s surface. Thus, Friedrich 
Lange, in his book Reines Deutschtum, 
writes as follows: 


Decrepit nations like the republics of 
Argentina and Brazil, and more or less all 
those beggar South American countries, 
will be induced, by force or otherwise, to 
come to their senses. 


Six months ago it might have seemed 
fantastic to quote these individuals se- 
riously. Today, after the conquest of 


Austria and Czechoslovakia, and while 
the howls of Mussolini’s legions not only 
for French colonies but for parts of the 
Republic of France itself din in our 
ears, we can see clearly the import of 
these words. 


GERMAN Maps 


Everyone remembers the famous 
maps, published in Berlin and repro- 
duced in almost every newspaper in 
America, of Europe with its boundaries 
changed to include in the Third Reich, 
Austria and the Sudetenland. Those 
maps were working diagrams for Hit- 
ler’s agents. The boundaries have been 
now changed by his marching troops. 

I have in my possession four maps, 
circulated in the German colonies of 
South America. 

The first is a map of Argentina, pub- 
lished in the 1938 Yearbook of the 
“Deutscher Volksbund fiir Argentinien,” 
a Nazi organization. It shows Argen- 
tina not as divided into provinces, but 
as it was originally inhabited by Indian 
tribes, most of which have now been 
absorbed into the general population. 
And the accompanying text pictures 
Argentina as a wild, undeveloped coun- 
try, peopled solely by wild tribes of 
Indians, which Germany either is in the 
process of civilizing, or will civilize. 
The photographic illustrations in the 
Yearbook depict only two types of sub- 
jects: primitive Indians and German 
colonists. 

The second map shows the region 
about the Upper Parana River, and has 
dark spots indicating the German col- 
onies there. Tkat is important. But 
the most important thing is that this 
region comprises parts of three Latin 
American republics: Brazil, Argentina, 
and Uruguay. But on this map no 
boundaries aré shown. In the caption 


the region is reZerred to as Antartica 


Germanica. 
The third and fourth maps are from 
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a book on South America by Ernst Otto 
Paul. They depict boldly in black 
spots the areas of Brazil and Chile 
which Germany considers its own col- 
onies. 

This is not very far removed from the 
famous revisions of European maps 
which I have mentioned. 

Let us remember in this connection 
that South America lies not only south 
of the United States, but more than 
one thousand miles east of your Atlantic 
coastline. 


THE SPANISH VIEW 


It is necessary then to view another 
European factor growing daily more im- 
portant in this whole question—the fac- 
tor of Spain. 

In an interview obtained by the As- 
sociated Press and published in the 
newspapers of the United States on De- 
cember 4, 1938, Francisco Franco, gen- 
eralissimo of the insurgent forces in 
Spain, discussing what the fruits of vic- 
tory for him would be, said: 


Our dreams of universality would disap- 
pear if we were not to protect abroad the 
true meaning of the new Spain. In return 
for the blood that has been shed, the life of 
our nation must be fruitful. Spaniards 
who live abroad will no longer be treated 
like outcasts. A sentiment of national 
solidarity will give them help and protec- 
tion. Henceforth, no one will be indif- 
ferent to the sorrows of their brothers, 
however far away they may be. 


What is this but a repetition of Hit- 
ler’s boast in regard to Germans living 
abroad, whom he is now so rapidly 
bringing into the Third Reich, with the 
lands they occupy—and the land their 
neighbors occupy too—whether they 
will or no? 

To the fascist axis, Spain is only a 
beginning in its plans of the conquest of 
the Latin American countries. Franco 
in his speeches boasts of his dream of 
Imperio Español (Spanish Empire)— 


under the patronage of Hitler and Mus- 
solini, of course. To Franco it is a 
dream. To his fascist masters it is a 
plan as definite and ruthless as the 
Tanaka Document to the military rulers 
of Japan. Activities of the same type 
that were carried out in Spain by Ger- 
many and Italy in preparation for the 
rebellion led by Franco are now being 
conducted in Latin America by those 
powers. The documents seized by the 
Spanish Government after the beginning 
of the Franco uprising gave-a complete 
picture of those preparations. Already 
the imperialist catchword of “Hispani- 
cism” is being thrown around by Hit- 
ler’s and Franco’s propagandists. Let 
me give you a few significant quota- 
tions: 

José Pemartin, national chief of uni- 
versity and secondary education of the 
Franco regime, in a book called What is 
the New Spirit? + in praising “the mag- 
nificence of the German National So- 
cialist Movement,” declares that one of 
the imperatives of Spanish existence is: 
“to extend and expand .. . our political 
jurisdiction, above all, over the South 
American countries, of Hispanic soul 
and language” (p. 137). In another 
passage of his book Mr. Pemartin says: 


If we leave Europe and take up a world 
point of view, we see that over in America 
there is most certainly reserved to seem- 
ingly weak and backward Spanish America 
the same noble mission of Latinity. . .. 
This will seem an impossible dream to 
some superficial minds. Nevertheless, bear 
in mind how easily the material prosperity 
and the already moral level of the United 
States have crumbled since the Wall Street 
crash of November, 1929. Think also of 
this—the United States is not a nation but 
a huge conglomerate of races, under the 
moral depression of the defeat which Japan 
will inflict on them, sooner or later (p. 33). 


Julian Mario Rubio, president of the 
University of Valladolid, in an article 
1 Burgos, 1938. 
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appearing in the March 1939 issue of 
the Franco magazine Spain, published 
in the United States, says the following: 


Nationalist Spain is bound to Latin 
America by a triple bond—the past, the 
present, and the future... . It is immortal 
Hispanicism. It is Spain of the past, once 
again placed on the route to mission in 
Latin America. [Our italics.] Nationalist 
Spain does not take a single step without 
considering the mother-land and Latin 
America simultaneously; because we want 
to triumph and conquer in our war, in 
order to share the victory with our brothers 
across the Atlantic, and if necessary, to 
give it to them so that they may be saved. 


Compare this with what Marshal 
Goering has recently said in his Na- 
tionale Zeitung, of Essen: 


Spain is the key question for the two 
continents. The victory of Franco decides 
between chaos and reconstruction in the 
two hemispheres. His final victory alone 
can preserve for Ibero-American countries 
their true Spanish culture and tradition. 
If these are lost then the American con- 
tinent is more or less surrendered to the 
influences of the Yankees and the Mosco- 
vites, who march arm in arm, especially in 
the New World.? 


And let us not deceive ourselves. 
Hitler and Mussolini were not waiting 
for a Franco victory in Spain to launch 
their drive in Latin America, for, as I 
shall presently attempt to show, it is 
already well under way. 


ACTIVITIES IN PERU 


In 1914 Guildmeister, the German 
concern controlling the sugar industry 
in the rich Chicama Valley in western 
Peru, obtained a concession, with extra- 
territorial rights, over Malabrigo, a 
Peruvian port on the Pacific and a few 
hours by air from the Panama Canal. 
Until Hitler’s regime, these rights were 


2 Quoted by Wallace R, Deuel, in a special 
cable to the Chicago Daily News, Feb. 18, 
1939, 


purely commercial; but since 1933 a 
significant transformation has come 
over Malabrigo. It is now being used 
as a naval base on the Pacific—a Ger- 
man naval base, not a Peruvian. Ger- 
man warships and submarines have been 
seen going in and out, and Nazi senti- 
nels guard the concession boundaries. 

The Lima police is commanded by 
imported officers from the Italian 
“OVRA” or secret police. General 
Camoratta, their leader, arriving in 
1937 fresh from Abyssinia, announced 
that his mission was to “civilize” the 
natives of Peru, as he had “civilized” 
the Ethiopians. He continued: 


The Peruvians, like the Ecuadorians, like 
the Chileans, and, in general, all the peoples 
of Latin America are ethnologically, cul- 
turally, and morally inferior, incapable and 
even dangerous for the development and 
progress of the human species and human 
civilization. 

Several officers of Camoratta’s delega- 
tion were implicated in the recent abor- 
tive fascist putsch against the Benavides 
regime. 

The aviation industry in Peru is dom- 
inated by the Italian Caproni firm, 
which has established a factory in Las 
Palmas, in the vicinity of Lima. Let a 
noted authority on Latin America de- 
scribe it for us: 


Italy has actually set up an assembly 
factory in Peru for bombing planes. The 
Caproni Aircraft Factory of Milan has 
erected, some ten miles outside of Lima, 
the largest hangar in South America. Ger- 
man steel was used and a German technical 
director supervised the construction of the 
factory. Last summer the Director of 
Italian Civil Aviation, Captain Pellegrini, 
negotiated an airline linking Rome and 
South America via Gibraltar, Natal, Brazil, 
Rio de Janeiro, Montevideo, and Buenos 
Aires.® 


8 Samuel Guy Inman, Democracy Versus the 
Totalitarian State in Latin America (Philadel- 
phia: The American Academy of Political and 
Social Science, 1938), p. 20. 
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The head of “Banco Italiano” of 
Lima is one Cino Salochi, an Italian 
fascist, who is also director of the Fed- 
eral (government) Reserve Bank of 
Peru. He is widely known in Peru as 
“The Viceroy.” “Banco Italiano” con- 
trols 50 per cent of Peruvian banking. 

“Empresas Eléctricas,” a $19,000,000 
monopoly of power and light in Peru, 
particularly in the cities of Callao and 
Lima, is also controlled by fascist Italy. 


ACTIVITIES IN BRAZIL 


Let us take Brazil now. Last No- 
vember, in Blumenau, in the Brazilian 
state of Santa Catherina, organized 
Nazi agitation in certain sections of the 
German population created a situation 
so critical that the Brazilian President, 
Vargas, remembering the abortive Nazi- 
' Integralist coup of the previous May, 
resorted to the drastic measure of order- 
ing construction of additional military 
barracks in that region, equipped and 
garrisoned with native Brazilian troops 
only. To cope with continued tension, 
it is reported that further steps are un- 
der consideration for establishment of a 
Brazilian cordon sanitaire around this 
and other German population centers. 

In Brazil are thirty-nine landing 
fields controlled by Syndicate Condor, 
an air service subsidiary of the German 
Lufthansa. These are part of a vast 
South American airways system, linked 
with Hamburg and other German cen- 
ters that bring Rio de Janeiro four days 
closer to Berlin than to New York, and 
northeastern Brazil within two days of 
the Nazi capital. 

In May 1937, Dr. Cafe Filho, a Bra- 
zilian Congressman, startled the House 
of Representatives with his exposure of 
events in Rio Grande do Sul, a most 
important Brazilian state claimed by 
the Nazis for their Antartica Germanica. 
Rio Grande do Sul was then being or- 
ganized for Hitler by the ill-famous 
Nazi agent von Cossell, who later di- 


rected Nazi activities in Guatemala, on 
the southern border of Mexico. Filho 
proved conclusively that von Cossell 
directed an espionage organization, 
spread anti-Semitic propaganda, hired 
and fired German diplomatic officials, 
and determined, with the: help of In- 
tegralist leaders and Italian technicians, 
the strategic regions, mineral resources, 
and other indispensable war factors in 
that state, and that he had organized in 
Rio Grande do Sul alone more than 
eighty Nazi organizations affiliated with 
the Turner Bund in Berlin. Other Bra- 
zilian investigators have established the 
facts that in German districts of Rio 
Grande do Sul official edicts in public 
places are posted only in German, and 
that von Cossell organized and directed, 
together with Plinio Salgado, the Nazi- 
Integralista movement, supplying it 
with a “foreign legion” of German of- 
ficers and soldiers. 

Luigi Federzoni, president of the Ital- 
ian Senate, made a “good-will” tour of 
Brazil in 1937. In a statement pub- 
lished in the Popolo d'Italia on his re- 
turn, he wrote: 


The Italians in Brazil cannot deny their 
sympathies for the Integralist Movement, 
for it is based on principles contrary to the 
liberal movement. . . . What is happening 
in Brazil should be a cause of rejoicing for 
us. 


Signor Federzoni’s reference to “what 
is happening in Brazil” was to the Nazi- 
Mussolini-Integralist revolt of May 
1938. The German Transatlantic Bank 
(Banco Aleman Transailantico) dis- 
counted the illegal Integralist bonds, 
and the Nazi-controlled business con- 
cern Gazen Kloner, of Rio, was, ac- 
cording to charges made by officers of 
the Brazilian army, implicated in the 
smuggling of 25,000 guns and large 
quantities of other ammunitions into the 
country, through the ports of São Fran- 
cisco and Itajahy. Participating in the 
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I have not touched the problem of 
fascist penetration in Mexico, Guate- 
mala, El Salvador, Nicaragua, and the 
Dominican Republic, where the situa- 
tion is equally alarming. 


INTERNAL AND EXTERNAL FOES 


In concluding, it is important that we 
bear in mind that the fascist threat 
to the Americas does not come exclu- 
sively from without. There are two 
Trojan horses involved in this affair. 
On the one hand we have the Trojan 
horse of foreign military, economic, and 
diplomatic fascist agents, and of the 
artificially stimulated German, Italian, 
and Japanese minorities. On the other 
hand, there is the “Cliveden set” type 
of Trojan horse of the native pro-fascist 
groups, inspired chiefly from the out- 
side, which are willing to make any 
alliance with anyone, even with the ene- 
mies of their own country, in their op- 
position to popular government. 
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The fight against fascism in the 
Americas is therefore more than resist- 
ance to penetration from abroad. It 
can be an effective fight only if it is 
also directed against the internal allies 
of foreign fascism. The lesson to be 
drawn is that the best guarantee of the 
freedom of our nations is the freedom of 
our peoples; that only the fullest demo- 
cratic expression of the will of the ma- 
jority will insure the political and eco- 
nomic independence of a country. Let 
us remember the significant fact that 
the countries in our hemisphere in which 
the fascist penetration has made its 
greatest advances are those countries in 
which majority rule is not respected. 
Democracy in the Americas will with- 
stand the brutal onslaughts of the first 
Trojan horse in the measure in which it - 
bridles the second, and to the extent to 
which it co-operates with democracy in 
Europe and everywhere to stop inter- 
national lawlessness and aggression. 


David Efron, Ph.D., is professor of Latin American 
culture at Sarah Lawrence College, Bronxville, New 
` York, and executive secretary of the Committee for 


Pan American Democracy. 


Repercussions of National Socialism upon Foreign 
Countries 


By Ernst WILHELM MEYER 


ECENTLY the power of National 

Socialism has grown so tremen- 
dously that everybody should feel sorry 
for those who prophesied its early col- 
lapse. Those prophets number mil- 
lions; they live in England and in 
France and in many other countries, 
perhaps also on the Western Hemi- 
sphere. They form the mighty army of 
the wishful thinkers. The destructive 
character of their activities can hardly 
be overemphasized. By constantly of- 
fering easy consolations amidst greatest 
dangers for mankind, they undermine 
every energy. Rather seldom are their 
utterances criticized. Most people like 
the jolly good fellow who is a never 
wavering optimist. 


PHASES OF WISHFUL THINKING 


We remember, for instance, the dis- 
cussions in which the inevitable finan- 
cial breakdown of National Socialism 
was pointed out. They reached their 
climax when Schacht lost his position as 
head of the Reichsbank last year, long 
after he had lost all his influence any- 
how. Highly important as the financial 
situation of National Socialism is, of 
course, its importance should not be ex- 
aggerated, because it will hardly exer- 
cise decisive influence upon the next 
few developments. The real question 
is not whether the National Socialist 
financial policy is such as to operate 
successfully for a decade or for decades 
to come, but whether it can be contin- 
ued during the next few months and 
years, which are the years of decision. 
If these decisions are in favor of Na- 
tional Socialism, the financial problem 
will be a minor one. For the same rea- 
son, Neville Chamberlain was entirely 
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mistaken when he told his countrymen 
that they should not worry about the 
epoch-making changes which are going 
on in the Far East; Japan would have 
to ask England for a loan one day, and 
then everything would be settled all 
right again. Japan will never have to 
ask England for a loan of political im- 
portance, if her policy has successfully 
prevailed before. 

The wishful thinkers are likewise 
dangerously wrong when from shortages 
of fat and butter, from bread and coffee 
lines in Germany, they draw the conclu- 
sion that National Socialism is rapidly 
exhausting its economic means. They 
forget that Hitler would have enough 
money available for all necessities of 
the daily life of the nation if he were 
not continuing armaments; other coun- 
tries would gratefully even help him 
as he pleases. Moreover, since the 
conquest of Bohemia, Moravia, and 
Slovakia, and since the economic 
domination of Hungary, Rumania, 
and Yugoslavia, an imminent economic 
breakdown of National Socialism has 
become even more improbable than 
before, in spite of all apparent eco- 
nomic difficulties. 

About a year ago, one liked to specu- 
late upon unrest and discontent within 
the German army. But when one and 
a half dozen generals offered Hitler their 
resignations for reasons of their con- 
science, they were replaced within less 
than twenty-four hours by other, per- 
haps a little less conscience minded, 
high ranking officers. Very seldom, in- 
deed, do army revolts occur during a pe- 
riod of armament races. When a colonel 
can become a general at forty years of 
age, he usually feels quite happy. 
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Other political observers doubted—or 
still doubt—the stability of the Rome- 
Berlin axis. Their listeners are told 
that Mussolini cannot sleep well since 
Hitler moved his troops towards the 
Brenner. However, it would be better 
to realize that Mussolini’s political 
power is deadly endangered the moment 
Hitler’s position is weakened, and vice 
versa. 

Others get satisfaction from drawing 
comparisons between the National So- 
cialist regime and the French Revolu- 
tion, in which the radicals finally met 
death or were otherwise eliminated. 
The same, they argue, will necessarily 
happen one day to National Socialist 
radicals. Yet they forget that—for- 
tunately—the ideas of the French Revo- 
lution survived. Therefore, would it 
really be consoling if one day Hitler, 
Goering, and Goebbels were eliminated 
while their ideas survived? It seems 
better not to base any expectations upon 
the death of Hitler. In Russia, Stalin- 
ism followed Leninism; very probably 
in Germany, Goeringism would follow 
Hitlerism. 

It is most unwelcome but necessary 
to deal also with the belief that by 
necessity the Christian churches will 
survive, as “built by the Lord Himself.” 
Recently I spoke to a New York pub- 
lisher who had just come back from 
Germany, and he told me that he had 
been amazed to notice how some church 
activities were still going on there. Of 
course, after almost two thousand years 
of existence, Christianity in Germany is 
still far from being uprooted because 
of a mere six years of National Social- 
ist neo-paganism. On the other hand, 
it should not be forgotten that the 
churches need men for the fulfillment 
not only of their missionary work, but 
also of their other divine tasks. If the 
necessary number of men is no longer 
made available to the churches because 
gradually the whole nation is educated 


under National Socialist leadership 
along un-Christian and anti-Christian 
lines, the consequences for the churches 
must be disastrous. Already one speaks 
within German Protestantism about go- 
ing into the catacombs. 

Neither can one say that by its supe- 
rior philosophy and quality, democracy 
itself must inevitably survive. Democ- 
racy has not existed—except in Switzer- 
land—for more than a hundred and 
fifty years. If the whole human his- 
tory were written down into twenty 
volumes, hardly more than one volume 
would deal with democracy. The larg- 
est part of the other volumes would be 
full of the history of dictatorships and 
other undemocratic forms of govern- 
ment. Democracy is still—compara- 
tively speaking—an experiment. 


Some Dark Spots 


When instead of indulging in wishful 
thinking we examine the realities of 
the situation, we come to results which 
do not justify overconfidence. 

First, we have to realize the impor- 
tant fact that not only a French but 
also a German “Maginot-Line”’ exists. 
As the German army can hardly cross 
the French border, so the French army 
is hardly in a position any more to cross 
the Rhine to lend more direct support to 
French allies in Central and Eastern 
Europe. And it should not be forgotten 
that eighty million Germans can be used 
by one command at any moment’s time, 
without any criticism from any parlia- 
ment, from any part of the press, or 
from any other sector of free public 
opinion. It cannot be doubted that in 
the democratic nations of Europe, on 
the other hand, there is plenty of politi- 
cal disunity, of confusion, and of ig- 
norance of the character of the opposing 
so-called world philosophies. 

Furthermore, there is little justifi- 
cation for hope that in Central and 
Southeastern Europe an independent al- 
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liance can be built of the countries “be- 
tween” Russia and Germany. This 
“Third Europe” of whose arising some 
people have dreamed, has died before it 
came into being. Lithuania has become 
almost another protectorate of Hitler- 
ism. Hungary has a frontier of twelve 
hundred miles in common with Ger- 
many, and is in conflict with Rumania 
concerning ‘Transylvania. Rumania 
herself is in conflict not only with Hun- 
gary but also with Bulgaria, which is 
coveting the Rumanian Dobrudza. Yu- 
goslavia is weakened by her Croatian 
conflict, and Poland has been more and 
more encircled by National Socialism in 
north and south. 


HITLER’S Arms 


Hitler is at present the undisputed 
master of Central and Eastern Europe. 
His aims have been stated very fre- 
quently. There is no secrecy surround- 
ing them. Nevertheless, there is, to 
an amazing extent, doubt about them. 
Some people think that Hitler will 
march east, others are convinced that 
his interests are confined mainly to the 
southeast, and a third group propagates 
the belief that he will turn west. Based 
upon National Socialist utterances, one 
- can only come to the conclusion that his 
real aims can be found not only in one 
or another of these directions, but in all 
of them. It is—not from strategic but 
from political points of view—a minor 
question which step he will take first. 

That Hitler aims at Russia has been 
made evident by his own book, by his 


actions, and also by one of his most in- ` 


fluential advisers in matters of foreign 
policy, Alfred Rosenberg, who never 
tires of repeating that the Ukraine 
should be liberated from “Tartarian” 
influence. It seems that in the interest 
of clarification of public opinion it 
would be good to stop the never ending 
talk about lasting co-operation between 
Hitler and Stalin.  Litvinoff called 


Hitler’s occupation of Czechoslovakia 
“arbitrary, violent, and aggressive.” 
Russia knows too well what is going 
on in Lwów (Lemberg), the capital of 
the Polish Ukraine. Rather the other 
possibility should be considered that 
one day, with the active support of Na- 
tional Socialism and with or without the 
help of Japan, Russian Stalinism will 
be replaced by some kind of open Rus- 
sian fascism. This would result in a 
united front of fascist powers, reaching 
from Japan, Manchukuo, and parts of 
China, over Russia, Germany, and It- 
aly, down into the northern part of 
Africa and stretching out—at least ideo- 
logically—into parts of Central and 
South America. 

As far as the southeast is concerned, 
National Socialism regards all countries 
along the Danube as lying within the 
natural and historic sphere of Ger- 
many’s economic and political influence. 
It regards these countries as too weak 
to be really independent. It emphasizes 
that England and France have not the 
slightest right to exercise any influence 
in this zone. 

As to the west, France and England, 
the two great European democracies, 
are, in the opinion of National Social- 
ism, on a steady and inevitable decline, 
representing “rotten philosophies,” and 
ripe to be replaced by the rising tide of 
fascist philosophies. Joseph Goebbels, 
Hitler’s Propaganda Minister, stated 
that one of the rare moments has come 
when the world is redistributed and em- 
pires are built. Of course, in the West 
as in the Near East, many events may 
be precipitated not only by Hitler him- 
self but also by his co-operation with 
Mussolini, who has more than once re- 
ferred to the Mediterranean as the mare 
nostrum. 

Should not every German feel proud 
of the European hegemony thus achieved 
by Germany? 

It cannot be denied that millions and 
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millions in Germany are most ardent, 
most convinced supporters of Hitler. 
Yet millions and millions of Germans 
feel very differently, as has been con- 
firmed by all recent visitors to Ger- 
many and by most newspaper reports 
describing the silent reaction of the Ger- 
man masses on the occasion of Hitler’s 
march into Bohemia, Moravia, and Slo- 
vakia. Instinctively these millions feel 
that Hitlerism is not good for the lasting 
interests of their country. No splendor 
of any European hegemony can fool 
them. They witnessed the downfall of 
the powerful Kaiserreich. They wit- 
nessed the rise and fall of the French 
hegemony established after the Great 
War. They do not believe in the value 
of any European hegemony of any 
country whatsoever. In their opinion 
too many different nations are living in 
Europe, and so the result of any hegem- 
ony, if not eliminated in time, could 
be but an always increasing nationalism 
and, in consequence of Hitler’s political 
actions, especially an increased pan- 
Slavism, which inevitably would finally 
result in unrest and wars for years to 
come. 

There is another, still deeper reason 
why millions in Germany refuse Hit- 
lerism, feel ashamed of it, and look into 
the future with apprehension. They 
all were against the Treaty of Versailles 
with its broken promises and its be- 
trayal of moral principles. They love 
their country as much as any other Ger- 
man. But they deny any value of exag- 
gerated patriotism or self-adoring hyper- 
nationalism. The Germany represented 
by Hitlerism is not theirs; it can—they 
say—teach other countries how to run 
trains on time, how to organize armies 
and Storm Troops, how to change vol- 
untary unity into enforced uniformity, 
how to adorn a town with flags, how to 
march, to sing, to hail, how to stand- 
ardize the mind; but it cannot develop, 
strengthen, or defend, in any country 


affected by its National Socialist hegem- 
ony, the principles of religious free- 
dom, of internal freedom, of tolerance, 
of law, of free science, of personal dig- 
nity, or of anything else which repre- 
sents the core of Christian and Western 
civilization. 


INTERNATIONAL EFFECTS 


Only if we dismiss the different 
brands of wishful thinking, if we fully 
understand the enormous range of the 
aims of National Socialist foreign pol- 
icy, and if, furthermore, we keep in 
mind the still existing resistance of a 
large part of the German masses against 
Hitlerism, can we appreciate the reper- 
cussions on foreign countries which Na- 
tional Socialism produces or threatens 
to produce. Some of them are very 
visible; others are less visible or not yet 
visible. 


Armament 


To the visible group belongs arma- 
ment. According to Professor Hans 
Simons, the military expenditures of the 
seven great powers rose from 1.5 billion 
dollars in 1904 to 2.4 billion dollars im- 
mediately before the World War, and 
are expected to rise during 1939 to 17.5 
billion dollars. This is an increase of 
almost 1,200 per cent, or if considera- 
tion to price increases is given, of about 
1,000 per cent. This armament race is 
primarily the result of Hitlerism. The 
money spent this way is not available to 
any productive work, unless war itself 
is interpreted as productive. The result 
can be but a lowering of the standard of 
living of the masses and the neglect of 
innumerable other governmental tasks 
throughout all countries concerned. 


Refugees 

Another repercussion of Hitlerism is 
the refugee problem. Never before has 
any migration of such actual and poten- 
tial extent taken place. In the postwar 


30 Tue ANNALS or THE AMERICAN ACADEMY 


period, the largest refugee problem 
made its appearance as the result of 
the coming to power of Communism in 
Russia. It is most indicative that the 
coming to power of Hitlerism in Ger- 
many has had a similar result. Fre- 
quently the problem is considered as 
merely Jewish. This is not correct in 
view of the fact that in an ever increas- 
ing number, Protestants and Catholics, 
partly or wholly so-called Aryans, are 
among the refugees, including Protes- 
tant ministers and Catholic priests, 
monks, and nuns. 

The fact that these emigrants are 
forced to leave the larger part of their 
savings behind them reveals that the 
principle of private property is involved. 
Under National Socialism the principle 
of private property is violated daily and 
hourly also with regard to Hitler’s po- 
litical’ opponents, while, at the same 
time, he claims to protect it. But a 
principle which is violated on Monday 
and praised on Tuesday, before being 
violated again the next day, can no 
longer be called a principle. It has de- 
teriorated into a mere matter of politi- 
cal expediency. 

The refugee problem constitutes also 
a clear violation of law. These refugees 
have not entered Germany illegally; 
they have been there for centuries. 
They are legally entitled to stay there 
—as well as Hitler and his cabinet mem- 
bers themselves. But where there is no 
national law and justice, there interna- 
tional law and justice cannot be upheld. 
Man remains the same outside the 
house as he is inside, in spite of all ef- 
forts toward different appearance. 


Breakdown of international law 


No statesman among the many who 
have contributed has done more for the 
destruction of international Jaw than 
Hitler. He has done it especially by 
reintroducing admittedly the unholy 
principle of intervention and making the 


widest use of it. Under the pretext of 
fighting Communism, he intervened in 
Spain and in Czechoslovakia, “the tool 
in the hands of Russia.” Under the 
pretext of protecting German nationals, 
he intervened in Austria against the 
Schuschnigg government, and in Bohe- 
mia, Moravia, and Slovakia against the 
Hacha government. Under pretexts of 
this kind, one intervention will also in 
the future be followed by the next one, 
and no pledges of respecting other peo- 
ples’ frontiers will be observed. The 
consequence of this policy is that at 
present international law is for all prac- 
tical purposes dead as a doornail. 


Hitlerite organizations 


At the same time, and as another 
world-wide repercussion of National So- 
cialism, Hitlerite or semi-Hitlerite or- 
ganizations develop in all countries like 
mushrooms. Many of them represent 
Hitler’s doctrines openly. Some of 
them, as for instance the German-Amer- 
ican Bund, declare that they want to 
import at least most of these doctrines. 
If they can find allies among similar 
movements within their countries, they 
become the propaganda and information 
centers for their political partners. 

As the power of these organizations 
increases or is believed to increase, an- 
other repercussion of National Socialism 
can be noticed. Controversies develop 
whether in view of the dangers of such 
“boring from within” the old principles 
of liberty of the press and freedom of 
assembly should be upheld without lim- 
itation. One asks whether it would not 
be better to surrender some internal lib- 
erties in order to preserve external lib- 
erty and national independence. Once 
these discussions have started, they do 
not soon come to an end. A new dis- 
uniting element has been added to al- 
ready disunited forces. 

Also the educational institutions are 
immediately affected by the problem. 
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It is true that at times, when the masses 
are cocksure, as in the prewar and the 
early postwar periods, it is the function 
of education to cause them to ques- 
tion. But now, many inquire fearfully 
whether at present, when the massés 
have already become uncertain and con- 
fused, one should not give them cer- 
tainty by emphasizing again and again 
undisputable principles, rather than 
lead them into difficult controversies. 
Thus sacred principles of democratic 
education become endangered. A few 
months ago a large American educa- 
tional convention assembled at Cleve- 
land spent the major part of its sessions 
dealing with issues of this kind. Per- 
haps other controversies will follow con- 
cerning the question whether under the 
pressure of totalitarianism one might 
not have to postpone legislative actions, 
though much needed ones, if their intro- 
duction might contribute to an increase 
of the disuniting, disintegrating forces 
during a period of strain and tension in 
which some uniting influence could be 
more important than anything else. 

The oldest democratic countries of 
Europe have already considerably re- 
stricted the freedom of the press. They 
enter into press conventions with Na- 
tional Socialism limiting international 
press campaigns, described as tanta- 
mount to intermeddling in other peo- 
ples’ affairs, as vituperative and peace- 
disturbing, while at the same time the 
head of the National Socialist govern- 
ment is permitted to call, before the 
whole world, the head of the govern- 
ment of a neighboring country a plain 
liar, and to make known to the world 
that a British cabinet, in which An- 
thony Eden or Alfred Duff Cooper or 
Winston Churchill would have seats, 
would be regarded by him as composed 
of dangerous warmongers. 


Totalitarian trade 
Almost inconceivable in their far- 


reaching consequences are the ways and 
means of National Socialist totalitarian- 
ism in the sphere of international trade. 
Up to now, Soviet Russia has been the 
only major world power having a totali- 
tarian economic system; but she does 
not export large quantities of finished 
goods. The matter is becoming wholly 
different since highly industrialized 
countries, like National Socialist Ger- 
many, and also Italy and Japan, have 
become totalitarian and will use totali- 
tarian principles also in the realm of 
international trade. The result will be 
that a British, French, or American 
General Electric Company or General 
Motors Corporation will have to com- 
pete not with the German, Italian, Jap- 
anese, or Russian General Electric or 
General Motors private organization, 
but with the Italian, Japanese, German, 
or Russian government, which for all 
practical purposes will decide upon 
prices, terms of deliveries, rebates, other 
special concessions, and so forth. 

_ Does anyone really believe that free 
trade and totalitarian trade can coexist? 
Monarchies and republics, czarism and 
parliamentarism certainly could coexist, 
but their basic economic system was the 
same. The coexistence of free trade 
and totalitarian trade seems, however, 
to be absolutely impossible in the long 
run. Everywhere, throughout the whole 
world, signs already point in the direc- 
tion of yielding to totalitarian economic 
tendencies and characteristics. Quite 
contrary to expectations nourished by 
some well-meaning capitalists and econ- 
omists, National Socialism has not 
saved capitalism and private enterprise, 
but tends to their complete destruction, 
with very probable though not quite in- 
evitable repercussions on the internal 
political structure of other countries 
also. 


Political demoralization 
Yet perhaps the most far-reaching 
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repercussion of National Socialism upon 
foreign countries is represented by the 
growing world-wide political demoral- 
ization. Were Bruening and Strese- 
mann unsuccessful in their foreign pol- 
icy? Bruening settled the very thorny 
reparation problem; Stresemann suc- 
ceeded under most difficult conditions 
in having the French troops evacuate 
the Rhineland long before the evacua- 
tion was provided for by the clauses of 
the Treaty of Versailles. Otherwise, 
Hitler would not have been able to 
march into the Rhineland. But this is 
the striking difference: Stresemann’s 
and Bruening’s policies were based upon 
the ideas and ideals of international law, 
of international co-operation, of build- 
ing up a new Europe without any coun- 
try’s hegemony. They had not armed 
forces at their disposal; the moral jus- 
tice of their demands bore them out. 
Hitler’s successes are achieved primarily 
by the armed forces which he has 
brought into existence. No ideals, no 
morals, can justify his march into Bo- 
hemia, Moravia, and Slovakia. That 
nevertheless he could succeed in his un- 
dertakings seems in the opinion of large 
sections of the world to prove again that 
power and nothing but power will finally 
have to say the last word always and 
everywhere. Under such an impression 
all the lower instincts of our dualistic 
human nature are waking up and rising 
again. 

Last but not least, are endangered the 
minds of all those millions of Germans 
of whom I spoke at the beginning and 
who are still opposed to Hitlerism, but 
who are doomed to lose their confidence 
and courage when they see how easily 
men beyond the German borders, even 
in old democratic countries, accept Hit- 
lerite doctrines openly or secretly. Ev- 
erywhere it seems to be accepted that 
in politics, if not in the life of the indi- 
vidual, ends justify means. 

In reality, just the history of the last 


twenty years could give us a very dif- 
ferent lesson. After the Great War, 
England and France possessed all the 
power they possibly could obtain. Nev- 
ertheless, they Jost out for the reason 
that in the last analysis their power 
achieved in consequence of the World 
War did not rest on moral grounds and 
was not used according to moral prin- 
ciples. The consequence was that a 
large part of the population of all coun- 
tries, especially of England’s own popu- 
lation, became doubtful in its con- 
science. Wilna, Annaberg, Manchukuo, 
and Ethiopia are, on a long road, only 
some of the milestones which indicate 
that even the most powerful countries 
have finally to pay for every neglect of 
political morality. 


IMPORTANCE OF MORAL Forces 


I surely do not underestimate the 
importance of armies and navies, the 
importance of alliances, both political 
and military. Certainly France has a 
mighty army and England has a mighty 
fleet. But army, navy, and aircorps 
combined have proved, it seems to me, 
to be of no avail if they are not directed 
by powerful spiritual forces. All this has 
long been recognized by the totalitarian 
governments to their very great profit; 
especially by Hitler himself, who never 
stops giving moral reasons of his kind. 
If in democratic countries some people 
speak about moral forces and necessi- 
ties, they frequently are accused of get- 
ting into a missionary frame of mind or 
of stirring up hate. No hate against the 
population of any country can be of any 
avail. But as much as I believe that 
tolerance for the sinful individual is re- 
quired by Christian as well as agnostic 
morals, as little do I believe that they 
ask for tolerance of intolerance, of in- 
justice, of mental and physical, national 
and international, brutality. If the 
basic moral ideas of our civilization are 
successfully strengthened in every coun- 
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try where they still exist, they will be 
gradually restored in the countries 
where they are lost today, without any 
war. Otherwise they will be gradually 
but surely lost everywhere. 

The influence of economic forces on 
political developments has long been 
overestimated; the influence of histori- 
cal and national forces has long been 
underestimated; the influence of moral 
forces has often been completely over- 
looked. To restart estimating also the 


tremendous import of the moral forces 
is much less.a moralistic or “missionary” 
venture than it is—apart from Christian 
duty—a sign of political realism and, as 
I dare confess as my opinion, one of the 
most pressing tasks of political science. 
Above all, most strenuous efforts of this 
kind are needed if we want to stop the 
miserable decline of our whole civiliza- 
tion and eliminate forever both the 
spirit of Hitlerism and that of Ver- 
sailles-ism. 
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America Looks Southward 
By Max WINKLER 


We have advanced from the period of 
adventure to the period of permanent in- 
vestment in our relations with the nations 
of Latin America, and this has brought 
with it important developments both in the 
character of the investments and in the 
personnel of those representing the cor- 
porate enterprises of the United States. 
. . . The corporations operating in Latin 
America have come to realize, as never be- 
fore, that national good will is an impor- 
tant factor in the success of their under- 
takings. . . . This asset of national good 
will, which is now being systematically de- 
veloped, will, no doubt, contribute much 
toward the solution of some of the prob- 
lems... 1 


HE above observations were made 
more than ten years ago by Dr. 
Leo S. Rowe, Director-General of the 
Pan American Union and one of Amer- 
ica’s most distinguished students of 
Latin American affairs. The statement 
was made at about the time when Her- 
bert Hoover, America’s Chief Executive, 
entered upon a tour through a number 
of Latin American countries “for other 
purposes than recreation or to receive 
the personal satisfaction of travel.” 
While at Lima, the historic capital of 
Peru, President Hoover delivered an ad- 
dress in which he stated: 


I have had the hope and the aspiration 
that I will serve in some way to further 
reinforce the structure of peace and friend- 
ship, the unity of ideals which have re- 
mained unbroken since the birth of our 
republic. I have thought that I could 
better prepare myself for the task by a 
widened knowledge of the men and prob- 
lems of our sister republics.? 


1In Foreword to Investments of United 
States Capital in Latin America, Boston, 1928. 

2 Address delivered during visit of Herbert 
Hoover ... to Central and South America... 
(Washington: Pan American Union, 1929), p. 
21, 
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It was again at Lima, ten years 


later, that representatives of twenty-one 


American republics met in solemn ses- 
sion to discuss problems affecting their 
interests. It is through the medium of 
a conference, an address, or a declara- 
tion that democracies seek to accomplish 
their objective. It is through the force 
of persuasion that they seek to achieve 
their aim. How different from the 
methods which are employed by the to- 
talitarian countries! They do not con- 
vene for the purpose of discussing fu- 
ture action. They act first and convene 
later. Instead of force of persuasion, 
they resort to persuasion by force. As 
long as they pursue such policies within 
their own confines, the outside world 
may perhaps disregard them. As soon 
as they choose to export such policies 
into other lands and force them upon 
other people, the rest of the world is 
obliged to give heed. 

Attempts on the part of totalitarian 
countries to preach and practice their 
doctrines in the Western Hemisphere 
cannot be viewed with indifference by 
the United States, because of the pro- 
nounced effect which such doctrines 
might possibly exert upon the economic 
and financial, political and social rela- 
tions between the United States and the 
twenty republics south of the Rio 
Grande. 


AMERICA’S STAKE IN LATIN AMERICA 


America’s stake in Latin America, 
comprising so-called portfolio invest- 
ments as well as direct investments in 
plants and properties, is estimated at 
$4,607,410,000. United States trade 
with the republics south of the Rio 
Grande amounted in 1938 to $1,049,- 
600,000, of which exports accounted for 
$564,000,000, In the last prewar year, 
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American investments in Latin America 
were estimated at $1,648,700,000, while 
total trade with the southern republics 
aggregated $842,000,000, of which ex- 
ports amounted to only $361,000,000. 

From these figures one gathers that 
for each increase of $100 in America’s 
stake in Latin America compared with 
1913, America’s sales to the southern 
republics showed an increase of $6.77, 
while total trade with Latin America in- 
creased $6.90 for every $100 increase in 
investments. 

It is illuminating to contrast these 
figures with similar statistics relating to 
American investments in, and American 
trade with, the Old World. America’s 
stake in Europe is estimated at $3,124,- 
277,000 3 compared with $691,000,000 
in 1913. Last year, trade with Eu- 
rope amounted to $1,883,100,000 com- 
pared with $2,365,000,000 in 1913. 
Shipments of merchandise to Europe 
amounted, in 1938, to $1,326,000,000 
compared with $1,500,000,000 in 1913. 

In other words, for every increase of 
$100 in American investments in Eu- 
rope compared with 1913, American ex- 
ports declined $11.37, while total trade 
with the Old World showed a shrinkage 
in 1938 of $20 for every gain of $100 
in America’s stake in the Old World 
over the 1913 figures. If the slogan, 
“Trade follows the dollar,” which was 
‘employed in the feverish days of Ameri- 
can lending abroad by all who were en- 
gaged in the origination and distribution 
of foreign loans on a large scale, is at 
all true, it applies to a decidedly greater 
degree to Latin America than to 
Europe... 

It is worth calling attention to the 
fact that statistics pertaining to Ameri- 
‘can investments in Europe do not 
include the so-called. political debts 
amounting to some eleven billion dol- 

3 Cleona Lewis, America’s Stake in: Inter- 


‘national Investments (Washington, 1938), p. 
606. ` 


lars, virtually all of which will even- 
tually have to be written off. 

Of America’s total investments in 
Latin America, approximately $1,346,- 
210,000 represents portfolio invest- 
ments, that is, investments of American 
capital in the bonds of Latin American 
governments, states, municipalities, and 
corporations. The remainder of $3,- 
261,200,000 represents direct invest- 
ments. 

Although the major portion of Amer- 
ica’s portfolio investments in Latin 
America are in default, there is a good 
deal of misunderstanding about the real 
nature and the precise status of these 
investments. From the total of $1,346,- 
210,000, one should deduct the amount 
representing investments in Mexico on 
which virtually nothing has been paid 
for more than a quarter of a century, a 
period long enough to warrant the as- 
sertion that holders have or must soon 
become reconciled to their fate. One 
must also deduct from the total, Amer- 
ica’s holdings of Argentine Government 
bonds, which have at all times been 
serviced promptly and faithfully. If 
further allowance is made for the bonds 
of Haiti and Santo Domingo on which 
interest is being paid in full, for the 
obligations of Uruguay and those of 
the political subdivisions of Argentina, 
which are being serviced in part, the 
total of America’s stake in Latin Ameri- 
can bonds in complete default amounts 
to about $531,000,000, or only 11 per 
cent of the total stake in Latin America. 

For some strange but at the same 
time readily explainable reason, the 
American public has been led to formu- 
late peculiar ideas about Latin Ameri- 


‘can bonds, and about Latin American 


nations as credit risks. It is true that 
some of the bonds of Latin American 
debtors have been issued under extra- 
ordinary circumstances. It is also true 
that in certain instances the origination 
or distribution of bonds has been char- 
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acterized by irregularities. It may also 
be true that in a few cases, flotation of 
bonds has been accompanied or pre- 
ceded by actual corruption and bribery. 
However, the aggregate amount of ir- 
regularly underwritten and distributed 
bonds is very small compared with the 
total. Nevertheless, it is these loans 
about which the public has been in- 
formed in glaring headlines, and not the 
bonds which either have given a satis- 
factory account of themselves or with 
respect to which there was not the 
slightest irregularity, default having 
been caused almost entirely by a set of 
circumstances over which the respective 
debtors had little or no control. 

It is not entirely incorrect to state 
that American direct investments in 
Latin America have, by and large, 
yielded a reasonable return. This is 
especially true when consideration is 
given to the actual amount of American 
capital originally placed in various Latin 
American enterprises. Dividends alone 
which American capital has realized on 
its original investment in meat packing 
establishments and public utilities in 
Argentina; in copper companies in 
Chile; in silver and copper establish- 
ments in Peru; in oil companies in Co- 
lombia, Peru, and Venezuela; in utility 
concerns in Cuba and Brazil; and in 
fruit companies in Central America, not 
only have been satisfactory, but com- 
pare very favorably with results ob- 
tained from similar ventures at home. 


EFFECTS OF TRADE RESTRICTIONS 


If the returns have not been more 
liberal, or if in some instances there has 
been no return at all, blame must not 
be placed upon the Latin American na- 
tions alone. The United States has not 
always been without blame. As a cred- 
itor nation, America should have real- 
ized that the introduction of rigidly 
protective tariffs, irrespective of how 
appealing they may be from the stand- 


point of domestic politics, is bound to 
cause serious disturbances in the eco- 
nomic and financial intercourse between 
nations. It is probably more than mere 
coincidence that wholesale defaults by 
foreign nations did not occur until after 
the passage of the Hawley-Smoot Tariff 
Bill, which had a most marked effect 
upon international trade. In this con- 
nection, it may be of interest to refer to 
statements by Cleona Lewis in a recent 
study on America’s Stake in Interna- 
tional Investments. Says Miss Lewis: 


There can be no doubt that an expan- 
sion in the volume of international trade 
would increase the earnings of American 
enterprises operating abroad—and there- 
fore would probably increase the dividends 
and profits transferred to this country. 
During the depression, the shrinkage in 
receipts from such enterprises has been 
related more or less directly to the shrink- 
age in world trade. 

In many cases, decreased earnings have 
been directly related to decreased American 
imports. This is particularly true with re- 
gard to many American industries abroad 
that ship their output direct to the United 
States either for consumption or for proc- 
essing and re-export, for example: rubber 
from American plantations in the Middle 
East, Brazil, and Liberia; oil from Vene- 
zuela, Colombia, Mexico, and from Amer- 
ican-controlled wells in other producing 
countries; sugar from Cuba, South Amer- 
ica, Mexico, and the Philippines; bananas 
and other tropical fruits from the West 
Indies and Central America; copper, silver, 
gold, bauxite, and iron-alloy metals from 
American-controlled mines all over the 
world. A further expansion in business 
within the United States, accompanied by 
increased imports of these commodities, 
would therefore serve to increase American 
earnings from such enterprises abroad. 

With regard to privately held bonds— 
both those on which interest is now being 
paid, and those in default—a substantial 
recovery in world trade would be helpful 
from the point of view of increased earn- 
ings, though it might not solve the transfer 
problem. Generally speaking, it would, of 
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course, mean greater earning power and 
revenue for debtor governments and cor- 
porations. Whether it would ease the 
problem of transfer, however, would de- 
pend upon future trends with respect to 
the international balance of payments of 
the United States and of the debtor 
countries. 

Concretely, if American imports were 
expanded relatively to exports, and if at 
the same time our payments to foreigners 
in connection with shipping, the tourist 
trade, and other services should greatly in- 
crease, the means of converting foreign 
currencies into American dollars would be 
generally improved. A recovery that was 
unaccompanied by developments of this 
sort would leave the problem unsolved.* 


EXPROPRIATION 


It is, however, not always protective 
tariffs, currency restrictions, import 
quotas, and similar measures that are 
responsible for the inequitable treat- 
ment of creditors. Mexico, for example, 
has seen fit to disregard the rights and 
privileges not alone of American in- 
vestors in the bonds of the Republic and 
its various political subdivisions, but 
those of American creditors in general. 
The Cardenas government has decreed 
the expropriation of American oil prop- 
erties, basing or justifying the move 
upon Article 27 of the Mexican Consti- 
tution, which provides: “In the nation 
is vested the direct ownership of ... 
petroleum, and all solid, liquid or gase- 
ous hydrocarbons.” 

However, Mexico’s Constitution does 
not permit confiscation of foreign prop- 
erty without compensation, because the 
same Article 27 provides: “Private 
property shall not be expropriated ex- 
cept for reasons of public utility and 
subject to payment of indemnity.” 
Furthermore, Article 14 of the Mexican 
Constitution provides: “No law shall be 
given retroactive effect to the prejudice 
of any person whatsoever.” 

4 Op. cit., pp. 497-98, 


While Mexico is presumably at lib- 
erty to disregard her own constitution 
in any manner in which she may see fit 
to do so, she is not free to destroy with- 
out adequate, concrete compensation, 
valid titles which may have been ob- 
tained under the laws of Mexico by for- 
eign citizens, even though such citizens 
be Americans. 

A policy of expropriation, regardless 
of who may be pursuing it, strikes at 
the very foundation of international law 
and order. It is only on the basis of 
property rightfully owned under the 
laws existing at the time of acquisition, 
that commercial transactions between 
two nations can be possible and mu- 
tually advantageous. The American 
people may therefore be assumed to be 
whole-heartedly in agreement with pro- 
tests which the Government has lodged 
with Mexico, and it is hoped and ex- 
pected that General Cardenas will soon 
see his way clear to restore confiscated 
oil property, representing an investment 
of over $200,000,000, to the rightful 
owners, or offer them, in place of vague 
promises, adequate and concrete com- 
pensation. 

In passing, reference may perhaps be 
made to the attitude which one should 
adopt with respect to those foreign na- 
tions which see fit to purchase from 
Mexico petroleum taken out of confis- 
cated property. It would seem that 
countries which indulge in such prac- 
tices are in no way different from what 
the underworld terms “fences,” that is, 
instrumentalities or agencies prospering 
through the receipt of stolen merchan- 
dise from individuals of questionable or 
disreputable character. It is to be re- 
gretted that while “fences” are always 
subject to, and are occasionally even 
caught by, the arms of the law, inter- 
national brigandage may be indulged in 
by nations with impunity. 

The Mexican Government has agreed 
once again to discuss the problem re- 
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lating to the confiscation of American 
property with representatives of the en- 
terprises involved. It is confidently ex- 
pected that the question will be settled 
amicably and in a manner satisfactory 
to both parties. 

Bolivia is another of America’s 
“good” neighbors who saw fit to dis- 
regard the rights of American creditors. 
As a result of the widespread publicity 
which has attended Mexico’s expropria- 
tion of American oil fields, it seems to 
have been forgotten that Bolivia enjoys 
the dubious distinction of being the first 
Latin American government to seize for- 
eign-owned petroleum property. Boliv- 
ias move against the Standard Oil 
Company’s concession preceded the 
Mexican seizure by a year. The Bo- 
livian Government alleges that the 
Standard Oil Company was guilty of 
fraud, but a careful examination of all 
ithe facts reveals with abundant clarity 
that there has been no fraud or conceal- 
ment of any sort on the part of Stand- 
ard Oil, and that the Bolivian decree is, 
without any doubt, completely confisca- 
tory and devoid of any basis in law or 
in contract. 

There has been much talk about good 
neighbors and about a better under- 
standing between the United States and 
the twenty republics south of the Rio 
Grande. It may be worth bearing in 
mind that in order to be a good neigh- 
bor one must be an honest neighbor, and 
that understanding between two nations 
cannot possibly exist if only one of the 
nations understands, the other refusing 
or failing to do so. 


GERMANY’S TRADE METHODS 


It is a well-known fact that some of 
America’s competitors in foreign coun- 
tries, especially in Latin America, are 
financially insolvent or on the brink of 
insolvency, and that the currencies of 
certain of these countries have neither 
backing nor substance. This is particu- 


larly true of Germany, a highly indus- 
trialized country, whose foreign trade is 
the sine qua non of her very existence. 
Even Der Fuehrer was forced to admit 
in a speech before the Reichstag that 
Germany must export or die. 

It is agreed that in order to carry on 
foreign trade on any appreciable scale, 
the country or countries engaging there- 
in require either capital or credit. Since 
Germany’s credit standing has been de- 
stroyed, as a result of the inequitable 
treatment accorded foreign creditors in 
repudiating virtually all legitimately 
contracted commitments, she is obliged 
or chooses to meet her requirements in- 
cident upon overseas trade in part at 
least through seizure and confiscation. 
Other methods which Germany has been 
employing, and which she continues to 
employ effectively, include so-called - 
barter and compensation arrangements 
into which the Reich has entered with 
a number of countries, especially in 
Latin America. These agreements pro- 
vide in substance that the nations af- 
fected sell their raw materials to Ger- 
many, receiving in payment therefor 
German marks which must remain 
blocked in Germany and be employed 
in the purchase of German merchandise. 
Since Germany does not pay real money 
for raw materials acquired in this man- 
ner, she is in a position to offer what 
looks like a higher price than anyone 
else, who has to make payment with 
dollars or pounds or guilders, is willing 
to pay. 

Practically all of the Latin American 
countries with which Germany has bar- 
ter arrangements are debtor nations, ow- 
ing large sums abroad, especially to the 
United States. Since the temptation, at 
least in the early stages of a barter deal, 
to sell to Germany is rather great, the 
country does not receive foreign ex- 
change for its exports with which to 
meet its obligations held by American 
creditors. In this way, Germany may 
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be held directly responsible for the de- 
fault by Latin American countries on 
their bonds outstanding in the hands of 
American investors. 

It is also true that Germany, in order 
to secure a foothold in Latin America, 
is offering her own manufacturers and 
exporters all sorts of subsidies. Recent 
dispatches from Berlin are to the effect 
that losses which German exporters may 
or will sustain as a result of foreign ex- 
change fluctuations will be taken care 
of by the German Government. 

Where does Germany obtain funds 
for such purposes? The answer is not 
difficult: For the past several years, 
Germany has pursued a systematic, 
methodical policy of confiscating and 
seizing outright mark balances or mark 
accounts belonging to certain of her 
people, who in some instances are vir- 
tually forced to dispose of their accounts 
at a figure set by the German Govern- 
ment, payments to be made in German 
currency at a rate determined by the 
government. In other words, whereas 


the German monetary unit is officially 


quoted at above 40 cents, the German 
Government is forcing certain of its 
people to sell marks for less than 214 
cents a mark. It is therefore obvious 
that as long as she is in a position to 
acquire quantities of her own money for 
less than one-fifteenth of its official quo- 
tation, Germany can well afford to be 
liberal with money or moneys obtained 
in this manner. 

In view of the foregoing observations, 
one need not be surprised at the com- 
petition which American—and for that 
matter, British, French, and Dutch— 
manufacturers are called upon to meet 
at the hands of Germany in Latin Amer- 
ica and elsewhere. What is surprising, 
however, is the fact that despite all the 
advantages which German manufactur- 
ers and exporters have over Americans 
and others, the penetration has not been 
more marked. 


The extent of the competition which 
Americans have so far been called upon 
to meet in Latin America has not been 
sufficiently pronounced to cause any 
concern or apprehension. 


LATIN AMERICAN TRADE SITUATION 


For 1938, German sales to Latin 
America amounted to RM 623,000,000 
compared with RM 235,000,000 in 
1932. That is to say, for every RM 100 
worth of merchandise shipped by Ger- 
many to Latin America in 1932, sales in 
1938 amounted to RM 265. American 
exports to Latin America increased from 
$220,200,000 in 1932 to $564,200,000 
in 1938. In other words, America’s gain 
is just as impressive as that registered 
by Germany, even though many of the 
advantages which Germany has, the 
United States neither has nor could em- 
ploy even if she had them. 

Much has been said about the com- 
mercial relations between the United 
States and Argentina, and the setback 
in trade between the two republics as a 
result of Germany’s activities. Once 
again, facts do not bear out the prevail- 
ing pessimism. In 1938, the United 
States managed to sell to Argentina 17.6 
per cent of the latter’s total purchases 
abroad. In this respect the United 
States was preceded only by the United 
Kingdom, whose sales to Argentina 
amounted to 18.3 per cent of the total. 
Germany was a distant third, with 10.1 
per cent. Incidentally, American sales 
to Argentina represented a larger per- 
centage of the latter’s total imports in 
1938 than in 1937. Great Britain’s 
sales declined, as did Germany’s. In 
1937, Great Britain’s exports to Argen- 
tina represented 18.9 per cent of Ar- 
gentina’s total, while Germany’s sales 
to the Republic amounted to 10.4 per 
cent of the total. 

In point of exports, the situation was 
not so favorable: Great Britain ranked 
first, taking 31.8 per cent of Argentina’s 
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total exports in 1938, compared with 
29.1 per cent in 1937. American im- 
' ports from Argentina declined from 12.8 
per cent of the total in 1937 to 8.1 per 
cent in 1938. Germany managed to re- 
port a very substantial gain, her pur- 
chases from Argentina amounting to 
11.5 per cent of Argentina’s total ex- 
ports, compared with only 6.8 per cent 
in 1937. While it may be too early to 
forecast 1939 results, statistics for Jan- 
uary 1939 are quite impressive: Ameri- 
can imports from Argentina show an 
increase of 74.25 per cent over January 
1938 figures, while German imports 
from Argentina show a decline of 64.10 
per cent. 


UNFAIR COMPETITION 


Attention should be directed to the 

fact that the United States has never 
- objected and never will object to honest 
competition. On the contrary, the 
United States welcomes competition as 
a healthy stimulus to the incentive of 
the Nation. What the country is ob- 
jecting to is the sinister, dishonest 
method employed by certain competi- 
tors who aim, not alone at undermining 
American commerce, but also at the 
undermining of American ideals and 
institutions. 

That the Latin American countries 
are themselves aware of this menace is 
abundantly clear from the many resolu- 
tions which were adopted at the Eighth 
Pan American Conference held recently 
at Lima, Peru. It was at this confer- 
ence that the so-called Lima Declara- 
tion was adopted, which consists of a 
pledge on the part of the representatives 
of all twenty-one American republics to 
defend continental solidarity against 
any aggression; to prevent the infiltra- 
tion of foreign ideas in the Western 
Hemisphere; and to fight against perse- 
cution because of one’s race or religion. 

Although these declarations are com- 
mendable and although it is sincerely 


hoped that all the Americas will live up 
to them, they are not enough. Appar- 
ently, what the United States must do is 
to contrive to meet our competitors 
who use unfair methods on the same 
grounds. If Germany can afford to 
extend credits or grant concessions to 
Latin America, the United States must 
be prepared at least to equal, if not to 
better, Germany’s terms. If it pays 
other nations to do so, it should pay the 
United States to do likewise. It may 
and probably will cost much more 
later. 


Arp To LATIN AMERICA 


It is to be hoped that American legis- 
lators will appreciate the desirability— 
nay, the necessity—of aid to America’s 
neighbors and that they will take such 
steps as will bring this about. That 
most of them do appreciate it is borne 
out by official comments upon the ar- 
rangement which has just been con- 
cluded with the spokesman from Brazil 
relative to a credit on behalf of Amer- 
ica’s neighbor which will be used for the 
financing of constructive and strictly 
revenue-producing projects, affording a 
stimulus for the maintenance and en- 
hancement of America’s commerce, and 
providing new sources of income for the 
faithful discharge of whatever obliga- 
tions our neighbors may be permitted to 
contract. 

America’s concentration upon Latin 
America is not likely to hurt the coun- 
try’s commercial relations with Europe. 
To begin with, America’s trade with 
Europe has been steadily declining, 
while trade with Latin America has been 
advancing. In 1913 American exports 
to Latin America were only 14.5 per 
cent of total exports. In 1938 they 
amounted to 18.25 per cent of the total. 
Sales to Europe in the last prewar year 
were 60 per cent of the total. In 1938 
they dropped to a little over 33.5 per 
cent. Furthermore, much of Europe’s 
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buying has been paid for by American 
investors who together with our Gov- 
ernment now hold Europe’s I.O.U.’s on 
which they may never see any payment 
made. If the American Government 
had been or were to be as liberal to- 
wards Latin America as it was to Eu- 
rope, the results would be far more sat- 
isfactory. At any rate, they could not 
be more unsatisfactory. 

The efforts of the President and Sec- 
retaries Hull and Morgenthau, who 
were instrumental in effecting the ar- 
rangement with Brazil, are most com- 
mendable. The agreement may well 
prove a suitable pattern to be followed 
with respect to other Latin American 
republics. 

American investors should bear in 
mind that losses in Latin American 
bonds are relatively small compared 
with the billions of dollars of American 
money poured into the Old World, 


money which is not only irretrievably 
lost but which has made and is making 
it possible for Europe seriously to com- 
pete with and undermine American 
economy and threaten American ideals 
and institutions. 

No such fears need be entertained as 
regards Latin America. Furthermore, 
while losses have been sustained by 
American investors in Latin American 
bonds, they are insignificant compared 
with the benefits derived from the in- 
crease in American trade with the south- 
ern republics and the income which 
Americans derive from their so-called 
direct investments in Latin America. 

Aid to America’s neighbors, carefully 
planned by those rendering it and prop- 
erly employed by those receiving it, 
should go a long way toward restoring 
normality and bringing back prosperity 
not alone to the United States but to 
all the Americas. 


Max Winkler, Ph.D., is associate professor of eco- 
nomics at the College of the City of New York; presi- 
dent of the American Council of Foreign Bondholders, 
Inc.; and, partner of Bernard, Winkler & Company, 
members of the New York Stock Exchange. He was 
formerly manager of the Foreign Departments of the 
Magazine of Wall Street and Moody’s Investors Serv- 
ice, and economic adviser to the Senate Sub-Committee 
on Banking and Currency. He is author of “Invest- 
ments of United States Capital in Latin America”; 
“Foreign Bonds: An Autopsy”; and numerous mono- 
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- The Struggle for Mineral Resources’ 
By C. K. LEITH 


HE so-called “have-not” nations 

have repeatedly announced by word 
and deed that they are out for a redis- 
tribution of the world’s raw materials, 
and that there can be no lasting peace 
until they have accomplished their pur- 
pose, for without redistribution of the 
raw materials they cannot get far with 
some of their other ambitions. The 
drive is centered largely on mineral raw 
materials, because these are the basis 
of industrial power, and this in turn is 
the basis of military power. Military 
power used to be measured principally 
by man power, but is coming more and 
-more to be measured in terms of guns, 
ships, automobiles, and airplanes, and 
the fuel to drive them. These mean 
minerals. 

England and the United States of 
America alone control economic propor- 
tions of nearly three-fourths of the 
world’s production of minerals. Not 
less important, they control the seas 
over which the products must pass. 
Russia also must be classed with the 
“have” nations rather than with the 
“have-nots,” although Russia consti- 
tutes a special case in the present con- 
nection. 

Discoveries will doubtless here and 
there modify the picture somewhat, but 
the rate of discovery is falling rapidly, 
and it happens that much the larger part 
of the world’s mineral resources is under 
commercial and political control of the 
democracies, and therefore the defense 
of democracy and the defense of 
the mineral position more or less co- 
incide. 


1 This address is in part adapted from an 
article entitled “The Role of Minerals in the 
Present International Situation,” published by 
The Geological Society of America in March 
1939, 


Bastc NEED FOR MINERALS 


The struggle is not a temporary one 
nor is it due to the whim of dictators, 
but is based on conditions which will 
require that the effort continue until the 
question of control of the world’s min- 
eral resources is finally settled. The 
only way to maintain and improve the 
standards of living is to provide means 
of purchasing food outside, through the 
growth of industry or through the forc- 
ible acquisition of more territory. The 


` military power necessary for national 
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expansion is also based on industrial 
capacity. 

Opportunity to purchase the neces- 
sary supplies during peace times is not 
regarded by the have-not nations as suf- 
ficient protection to their national in- 
terests, partly because the terms are 
dictated by the more fortunate nations, 
partly because the means of purchase 
are limited, but very largely because the 
supplies could be shut off during war 
or during economic boycotts. 

With the rapidly increasing scale of 
industry, the demand for the necessary 
raw materials becomes concentrated on 
the few large sources of mineral supplies 
capable of meeting the new scale. It is 
not easy for us, living in a nation abun- 
dantly supplied in mineral resources, to 
realize the urgency of the demand by 
the less fortunate nations. We have 
been more or less smug about our fa- 
vored position, and have failed to take 
any serious steps or make any serious 
efforts to solve the problem of equaliz- 
ing access by the less favored nations 
to natural resources. 

The challenge of the have-not nations 
has taken various forms. First is the 
effort to find and develop domestic sup- 
plies of minerals and to find processes 
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which will make domestic low-grade 
supplies available. AJl possible substi- 
tutes are used for minerals in deficient 
supply. Such efforts have gone far 
enough to demonstrate their essential 
futility. The inevitable consequence is 
the pressure for control of more supplies 
outside through acquisition of territory. 
Parallel with the drive for more terri- 


. tory is the drive for commercial control ` 


of minerals, principally by the method 
of barter, and also by blocked exchange 
and bilateral treaties. The barter cam- 
paign is proving successful in various 
quarters. It will not solve the problem 
of insuring self-sufficiency in time of 
war unless the have-not powers gain 
control of the sea, but it will help in 
that direction. 


GERMANY’s RESOURCES 


With regard to Germany we will men- 
tion three minerals—iron, copper, and 
oil—none of the three existing in Ger- 
many in. adequate amounts. 


Iron 


Prior to the last war, Germany had 
control of the Lorraine region, and sup- 
plied within her own boundaries 92 per 
cent of her iron requirements. She now 
is producing 33 per cent of her require- 
ments, and plans are under way which 
will bring the production of iron up to 
about 50 per cent of her requirements. 


Every possible effort is being made. 


to develop Germany’s iron resources. 
Mines that had been long closed have 
been reopened, and mines of low grade 
are being worked. The new Goering 
Steel Company has taken up an area of 
lean ore far below any practical com- 
mercial limit, running to about 26 or 
28 per cent in iron, which we would 
regard as utterly worthless material. 
The use of iron and steel in Germany 
has been definitely limited to a re- 
markable extent. I could interest you, 
perhaps, by running over the list of pro- 


hibitions in force. It is literally impos- 
sible for anybody to use steel for any- 
thing the government does not approve 
—for many of the common uses of 
steel or iron—and many substitutes 
have been introduced all along the line. 
There has been an attempt to develop 
new metallurgical processes in order to 
handle the new low-grade supplies that 
Germany now has. 

The result has been a failure so far 
as the domestic effort is concerned. It 
is true that domestic production has 
been brought up to 33 per cent, but at . 
a frightful cost. Nobody knows the ex- 
act cost, but the best estimates are that 
pig iron is costing two or three times 
what it is costing us, and if the plans 
are carried through as now proposed, 


` the cost will go even higher. 


This means that Germany has had 
to carry her efforts outside her own 
borders. She made a little gain through 
diversion of the Bilbao supply in Spain, 
which is under the commercial control 
of England. She made a little gain in 
Austria, but considerably less than 10 
per cent of her requirements; and that 
gain was offset by what one might call 
a loss when Czechoslovakia was occu- 
pied, for the reason that the iron and 
steel plants of Czechoslovakia were 
themselves importing iron ore. So the 
deficiency taken on with Czechoslovakia 
just about cancels the small gain in 
Austria. 

Since the war, having been cut off 
from Lorraine, Germany has taken al- 
most 100 per cent of the high-grade iron 
ore shipped from Sweden, which is lim- 
ited by Swedish law to ten million tons, 
in the interests of conservation. During 
the last year, England, also lacking 
high-grade iron ore, succeeded, through 
commercial and other pressure, in get- 
ting a contract for three million tons of 
Swedish ore, which the Swedes expected 
to allow the British out of the fixed ten 
million export quota. But the Germans 


44 THE ANNALS OF THE AMERI 


objected to giving up these three million 
tons; in fact, they objected to giving 
up any. By hurried new legislation the 
export limit was raised by the Swedish 
Government to thirteen million tons. 
Everyone in touch with the situation 
regards the iron ore in the Arctic region 
of Sweden as a strategic point of real 
interest during the next war. 

Germany’s efforts have not stopped 
there, however. Brazil is one of the 
largest sources of high-grade iron ore. 
Her deposits have not been developed, 
- as they are three hundred miles or so 
from the coast, and it will take much 
money to open them up. They are com- 
mercially controlled by England and the 
United States. The present government 
of Brazil would like to develop these 
ores. They are asking our Government 
and private capital for help. It has not 
been clearly developed yet whether they 
will have success in getting the neces- 
sary help here; and the alternative is 
obviously a deal with Germany, which 
is known to be standing in the back- 
ground, hoping to get in on that situa- 
tion. 

By going farther to the southeast, 
through Rumania to the Ukraine, Ger- 
many would pick up a needed source of 
iron ore in the Ukraine, the old iron- 
producing district of Russia and still 
the dominant part of the Russian iron 
and steel industry. Realizing its prox- 
imity to danger, the Russians years ago 
started to develop lower-grade iron de- 
posits in Upper Russia, but these de- 
posits are not nearly so satisfactory as 
those in the Ukraine. 

By occupying the Ukraine, Germany 
would also secure manganese deposits 
sufficient to meet all her needs of this 
metal. 


Copper 


Turning to copper: Germany has one 
copper deposit of a low grade, the Mans- 
field deposit, which has been mined for 






a great-iiany. years, formerly producing 
4 or 5 per cent of Germany’s home re- 
quirements. ' Under great pressure, pro- 
duction has been brought up to 14 per 
cent of the total requirements, and Ger- 
many hopes to bring it to 25 per cent of 
total requirements by 1940. 

This is being done, again, at frightful 
cost. It is estimated by specialists that 
it is costing Germany at this moment at 
least 25 cents per pound for copper, as 
compared to say 4 or 5 cents in some of 
the larger deposits in the United States, 
and the world price of something like 
10 cents. There is a lot of interesting 
substitution for copper. Wherever pos- 
sible, aluminum and magnesium alloys 
are used. It is not left to individual 
choice in Germany to make the substi- 
tutions; every user has to have permis- 
sion to use copper. 

Some little gain in copper has been 
made in Spain, but only a small per- 
centage of the German requirements. 
There is no source of great importance 
to the southeast of Germany until Yugo- 
slavia is reached, where there is a good 
copper production, but again, enough to 
supply only a small percentage of the 
German requirements. 

Oil 

In oil, about 38 per cent of the min- 
eral oil now comes from domestic 
sources, some being produced from 
small wells, but principally through the 
process of hydrogenation of coal. That, 
of course, is an expensive process, which 
produces a fuel of low octane rating, 
not very desirable. With the comple- 
tion of plans now under way, Germany 
hopes to be able by 1940 to produce 50 
per cent of the needed amount. 

The nearest oil within striking dis- 
tance is in Rumania, and it was reported 
that a deal had been closed for a con- 
siderable part of that output, but later 
it was stated that the French had in- 
creased their take of that oil, so what 
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the result will be, I do not kriow. «But 
even with the Rumanian oil, the figures 
seem to indicate that Germany would 
not have a sufficiency. 

Access to the Black Sea would put 
Germany in striking distance of chro- 
mite in Turkey. Also, through the east 
coast ports Germany would be in touch 
with the oil deposits of Southern Russia, 
which would fully make up the present 
German oil deficiency. 

All these efforts to increase domestic 
production have been at huge cost, but 
a larger part of the cost I have not 
yet mentioned. When Germany has 
brought copper production up to, say, 
25 per cent of her requirements, it has 
been through a procedure adversely af- 
fecting her exchange. Copper has gone 
into armaments not available to ex- 
change, and it has been harder to buy 
the remainder outside. The gain which 
has been made in domestic production 
has been more than offset by the diffi- 
culties involved in getting the remain- 
der outside of her own borders. 


Traty’s RESOURCES 


Now turning to Italy—she is far 
worse off than Germany. The coal sup- 
ply, according to the latest figures, that 
is produced within Italy’s own territory 
is only 8 per cent of her total require- 
ments. Various operations now being 
planned are expected to increase do- 
mestic production to 15 per cent of total 
requirements by 1940, still being de- 
pendent upon the rest of the world for 
85 per cent. 

The domestic production of iron ore 
is 25 per cent, and that is to be raised 
to 35 per cent by use of iron slag de- 
posits, pyrite ash, and low-grade iron 
ore deposits. Iron is one of the dire 
needs of Italy, and that is one reason 
why she would like a foothold in the 
northern part of Africa, particularly 
Tunisia, Algeria, and Spanish and 
French Morocco. 


Italy’s domestic production of oil, in- 
cluding some from Albania, amounts to 
about 4 per cent of her total require- 
ments. Hydrogenation plants are being 
built to make oil out of coal or lignite, 
but here again the result will be only a 
minor increase in domestic production. 

Only a very small percentage of It- 
aly’s requirements of copper is pro- 
duced from domestic sources. The do- 
mestic production of manganese is also 
very small. 

Propaganda magnifies the progress of 
the effort at self-sufficiency, but a dis- 
passionate examination cannot fail to 
lead to the conclusion that the effort is 
a futile one.’ It is not bringing results. 
It is being done at excessive cost and is 
at the same time making it increasingly 
difficult to purchase supplies outside, be- 
cause of upsets to the exchange. 


Japan’s RESOURCES 


Turning to Japan, the domestic pro- 
duction of iron amounts to 35 per cent 
of total requirements. Some of the re- 
mainder is supplied by the scrap iron 
we are sending to Japan. The Japanese 
are attempting to develop low-grade 
iron ore deposits of Manchuria. This 
ore would be utterly uncommercial in 
this country, as it yields a product too 
high in silica; but they do the best they 
can with it. An iron district occupied 
north of Peiping may bring in a few 
tens of millions of tons. The occupa- 
tion of the Yangtse River took in the 
only ore-producing part of China, where 
the Japanese already had a commercial 
interest, and effort is being made to de- 
velop the deposits there. However, 
they are limited and will not meet the 
Japanese needs. As a matter of fact, 
given the maximum estimate the geolo- 
gists place on them, the total supply in 
the half-dozen deposits along the Yang- 
tse River would not last the United 
States a single year. 

Japan is now shipping some high- 
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grade ore from the Philippines, but she 


can obtain only a fraction of her needs 
there, as the supply is limited. The 
greater part of the iron ore reserve of 
the Philippines is of a low grade, re- 
quiring special methods and metallurgi- 
cal processes. Japan tried to get con- 
trol of these ores, but the Philippine 
Government has taken over the control 
and development of them itself, with 
the view to selling the ore to Japan. 

Japan has canvassed the islands of 
the Western Pacific and found a promis- 
ing deposit of iron ore in the northern 
part of Australia. Just as the plan for 
Japanese development of this deposit 
was ready to be put in operation some- 
thing happened politically, and the con- 

` trol was taken out of Japanese hands 
and given to a British-Australia Com- 
pany. Then, on the first of July 1938, 
exportation of iron ore from Australia 
was prohibited. So Japan’s iron ore 
problem has not been settled. 

Domestic production of oil in Japan 
amounts to 7 per cent. The hydrogena- 
tion of coal and the use of oil shales in 
Manchuria are also being developed, 
but the greater part of oil so necessary 
to Japan is not available except by ordi- 
nary purchase, and that is made difficult 
by the exchange. 

The Dutch East Indies is the best 
source of oil, and the control of that oil 
is the central strategic feature of the 
Western Pacific and Eastern Asiatic sit- 
uation. Singapore is supposed to pro- 
tect that source. It is obviously a goal 
of the southern expansion of Japan. 

Japan has made a few mineral gains 
in China. It has occupied the antimony 
fields. You may think that is not an 
important mineral, but it has uses all 
through our industry, and a large por- 
tion of the production of the world 
comes from China. 


MEETING THE PROBLEM 
From such facts as these—and there 


are more—it seems a fairly safe conclu- 
sion that the results of the autarchic ef- 
forts in the field of mineral resources are 
falling far short of the objectives of 
those efforts. The inevitable conse- 
quence is the pressure for control of 
more supplies outside. The inequalities 
of mineral distribution among the na- 
tions are stubborn facts which cannot 
be greatly changed by wishful thinking 
or political measures. On the other 
hand, there is no indication of any ces- 
sation of the effort. The problem will 
not be settled by any changes pending 
in present disturbances in Europe or 
Asia. It is larger than that, and will 
grow steadily more acute until the ulti- 
mate question of world control of raw 
materials is settled. 

How shall the problem be met? By 
a policy of appeasement through divi- 
sion of our political and commercial 
control of resources, or by defense of 
the status quo? 


By appeasement 


Whatever theoretical merit there may 
be in the policy of appeasement, an ex- 
amination of the actual possibilities 
seems to make this course impossible 
from the standpoint of practical politics. 
The cession of all the colonies would not 
accomplish much, for the reason that 
the sum total of their mineral resources, 
which have been carefully listed, is far 
short of the requirements of the have- 
not nations. The acquirement of Abys- 
sinia, Austria, Manchuria, and large 
parts of China and Czechoslovakia has 
done little to meet the mineral require- 
ments of the aggressor nations. Real 
appeasement by this method would re- 
quire the ceding of considerable parts 
of self-governing nations, including 
English-speaking, French, and Russian 
domains, as well as supplies commer- 
cially controlled by the English-speak- ` 
ing peoples outside their borders. Still 
further, it would mean division of con- 
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trol of the sea to assure continuity of 
movements from distant territories. In 
short, the scale of the transfer is un- 
thinkable from a political standpoint. 

Much is said about the possibility of 
appeasement through elimination of 
trade barriers and restoration of free 
circulation of raw materials between 
countries. The effort being made by 
means of the Hull reciprocity treaties is 
regarded in many quarters as a possible 
solution of the problem. It certainly 
will help. In essence, however, this is 
merely an effort to preserve the old 
status in which the balance of power is 
retained by the have nations by virtue 
of their possession of the larger share of 
the world’s mineral resources, and it 
leaves the have-not nations in their old 
inferior position. This is just the con- 
trol that is now being challenged. In a 
recent speech, Dr. Hjalmar Schacht, 
. former president of the Reichsbank, 
called this procedure “the recipe of the 
well-to-do,” who in “the fullness of their 
riches cannot understand that a poor 
nation still has the courage to live ac- 
cording to its own laws.” 

Appeasement by this method, to be 
effective, would have to go farther than 
anything yet seriously planned. For 
instance, our own country has been com- 
mitted to a tariff designed to preserve 
our standard of living, which makes it 
difficult for the have-not nations to sell 
us enough of their products in return 
for the needed amount of our raw mate- 
rials, and it seems unlikely that it will 
be politically possible to eliminate 
enough of these barriers to solve the 
problem of the easy flow of raw mate- 
rials. 

Ultimately, appeasement may have to 
include some sort of collective guaranty 
of equality of access to raw materials. 
’ This would require the public recogni- 
tion by the have nations of the concept 
that their fortunate raw material posi- 
tion is one of trust to be administered 


not only for their own material advance- 
ment but also for that of others, thereby 
lessening causes of world friction. The 
practical working out of this concept is 
enormously difficult. It would require 


‘a degree of objective thinking and of 


correlation of activities at home and 
abroad which is far beyond anything yet 
attempted or regarded as practical. 
Considerations of temporary and local 
self-interest will certainly postpone the 
attainment of this utopian goal too long 
to be of material help in solving the 
immediate problem. 


By defense 


My conclusion, reached with reluc- 
tance, is that appeasement for the pres- 
ent will fail and that the privileged 
position of the have nations will be de- 
fended, that ultimate control will re- 
main where it is, that might will con- 
tinue to make right. The necessity of 
protecting democratic institutions will 
greatly stiffen the defense of our mate- 


‘rial position. The military preparation 


for this defense is already well under 
way. The preparation of defense 
against economic penetration is still 
sadly in arrears, but will doubtless be 
formulated when and as forced by the 
course of events. The application of 
mineral embargoes to disturbing nations 
is a not unlikely outcome. It seems 
probable for political reasons that the 
necessary degree of co-operation be- 
tween the have nations for mutual de- 
fense will not be reached until further 
inroads have been made on their min- 
eral domain; in other words, that co- 
operation will be defensive, and not the 
result of an affirmative effort to organize 
in advance in the hope of limiting future 


‘conflict and maintaining a certain 
, amount of law and order by force. The 


ultimate problem of finding some way to 
administer the world’s mineral resources 
from the standpoint of world welfare 
and peace remains for the future. 
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POSITION OF THE UNITED STATES 


The United States is the world’s larg- 
est producer, largest consumer, and 
largest distributor of minerals and their 
products. The frontiers of our mineral 
industries, including sources and mar- 
kets, extend to nearly all parts of the 
world. Most of the important mineral 
resources of Central and South America 
are commercially controlled by the 
United States, and we have heavy in- 
terests in Canada. These are part of 
our domain that is ultimately at stake 
in any struggle for the redistribution of 
mineral resources. Even the hazard in- 
volved in any attempt to maintain 
neutral shipping rights in this field 
may be enough to involve us in the 
struggle. 

The self-sufficiency of the United 
States in mineral raw materials is rela- 
tive, not absolute. If all our imports 
were cut off, our industry would indeed 
return to the “horse and buggy” days. 


The ramifications of use in modern in- ` 


dustry of some of the deficient minerals 
are so complex that the lack of a single 
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one often has far-reaching consequences. 
It is not merely a question of relinquish- 
ing a small percentage of our world 
trade, like taking an egg from a basket 
in which there are many more of the 
same kind. It is more like taking a 
wheel from a watch or an automobile. 
Our standard of living is definitely af- 
fected, and we are likely to resist the 
change, even though recognizing the 
appeal of a policy of isolation as an 
alternative to war. Our defense will 
certainly extend to our mineral interests 
in the Americas. 

In conclusion, the United States 
shares with other democratic nations 
both the immediate problem of defense 
of its material position and the longer- 
range problem of alleviating the raw 
material grievances of the have-not na- 
tions in the interest of future peace. 
The control of mineral resources by de- 
mocracies is the major reason why 
democracies are now on the defensive. 
Such control also constitutes a firm 
foundation for any affirmative action 
they may wish to take, whether for 
peace or war. 
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The Defense of the Americas 


By Georce Fietpinc ELIOT 


ILITARY policy, in its broadest 

sense, embraces all that is neces- 
sary for the defense of a nation. It 
must take into account the resources 
both material and human which are 
available, the type of government of the 
country, and the strategic considerations 
which come under the head of national 
strategy. There is a necessity for each 
country to have its own national strat- 
egy, for strategy is greatly conditioned 
by geographical factors. 

We must consider, for example, what 
policies we have which may be chal- 
lenged by others, and if any, how they 
may be challenged, with what force, by 
whom, and how quickly. All these 
things are conditioned by geography. 
Strategy begins where military policy 
leaves off. Military policy provides 
strategy with the instruments with which 
to achieve its missions. Strategy is the 
art of the commander. It considers the 
larger questions involving the use of 
armed forces, while particular situations 
on the battlefield or in a particular sea 
area come under the heading of Tactics. 

Strategy must always consider the 
tactical means available for execution of 
its tasks. The best strategy is useless 
unless the tactical means are available 
to carry it into effect. The best men 
and the best weapons, on the other 
hand, are useless unless a sound series of 
strategical combinations has brought 
them to the decisive place at a decisive 
time. Indeed, Major-General Rowan- 
Robinson, a distinguished British of- 
ficer, has called strategy a problem in 
four dimensions; the three we know, 
and the fourth is time. 


POLITICAL INSECURITY 
In considering our own problem of 


world in which we live. Without going 
over the history of the past twenty 
years in detail, it is for the moment re- 
grettable but clear that we live in a 
world in which force remains the final 
arbiter in international affairs. This 
we may consider a sad commentary 
upon what we are pleased to call our 
civilization, but it is a fact to be faced 
that certain nations are, at the moment, 
making use of force, either actually ap- 
plied or held latent in the background 
as a threat, as the means of achieving 
their ambitions and as a means of ob- 
taining that greater share of the world’s 
resources to which they consider them- 
selves entitled. 

Under such conditions there is no 
safety for those nations which are the 
possessors of any of these things and 
desire to retain them, save in armed 
force sufficient to protect them from ag- 
gressive acts. I am not by any means 
denouncing the policy of any particular 
nation or group of nations. I am merely 
pointing out the facts which condition 
the present international situation. 


FORMATION OF MiLitary Poricy 


Now, countries with dictatorial forms 
of government (and it is to be noted 
that the countries now in the “have-not” 
class, those who are seeking wider hori- 
zons by the use of force, are all dic- 
tatorships) have a very considerable 
advantage over free peoples in the for- 
mulation of their military policy, in its 
co-ordination with their other govern- 
mental policies. A dictator can do 
about as he pleases in these matters, 
and can plan a considerable distance 
ahead. 

It is very difficult for a free people to 
do this. It is very difficult for any Jong- 


defense, we have first to look at the range policy, any sound and continuous 
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adaptation to the national ends of the 
various resources at the disposition of 
the government, to be carried out in a 
free country, because of the continual 
political changes, because of the neces- 
sity of convincing a succession of Con- 
gresses of the necessity of carrying on 
with the policies, because in our own 
particular instance you cannot appro- 
priate beyond the term of any single 
Congress, or have assurance that the 
next Congress will not upset the particu- 
lar plan you have in mind by refusing 
to continue the appropriation for it. 

But there is one continuing force in 
a democracy upon which dependence 
may be had, once it is sufficiently 
informed and sufficiently determined. 
That force is an enlightened and vigi- 
lant public opinion. Such a public opin- 
ion must be the basis for the national 
defense policy of this country, if that 
national defense policy is to give us any 
measure of security. It will be ex- 
tremely difficult otherwise, for the Gov- 
ernment or for the Congress to plan and 
carry out a military policy which will 
be effective in time of need. Many 
years ago, just after the Spanish-Ameri- 
can War, Admiral Mahan said: 


“How difficult it will be in time of stress 
for the Government to pursue a wise policy 
if there be not some understanding in the 
mass of the people, or at least in the leaders 
to whom the various parts of the country 
are accustomed to look for guidance, of the 
basic principles on which the security of a 
republic rests!” 


An example of such a policy, continu- 
ous, resting upon a firm and almost in- 
stinctive public opinion, and completely 
successful, may be usefully examined in 
the history of Great Britain. For two 
hundred and fifty years, she maintained 
a naval policy based on the fact that 
Great Britain is an island and could not 
be attacked except by sea. Her policy 
therefore consisted of the simple prin- 
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ciple of keeping up a navy superior in 
fighting power to any hostile combina- 
tion that might conceivably be brought 
to bear against her. That policy en- 
abled the British to build up a world- 
wide empire and to keep open the 
communications by which the British 
industries drew in foodstuffs and raw 
materials and sent out to the markets 
of the world their manufactured prod- 
ucts, 


THE THREAT oF AIR POWER 


The British situation has, however, 
been remarkably altered by the develop- 
ment of air power. Whatever may be 
the actual result of air power in a great 
European war, whatever it may be able 
to accomplish in the way of death and 
destruction—and there are differing 
opinions on the subject—there can be 
no doubt whatever that air power has 
terrified the peoples of Europe, and par- 
ticularly the British people, because of 
the direct threat to the civilian popula- 
tion, to the homes and the families of 
the ordinary man who may have 
thought of war as a thing which did not 
immediately or directly affect him, but 
who since the development of air power 
has been fed almost daily with horrible 
‘accounts of what is going to happen 
when the next war comes. 

All of this has had a very serious ef- 
fect. Any soldier who has seen active 
service will tell you that the first time 
he was under fire he was quite certain 
that over there in the enemy’s ranks 
there was an enemy soldier with a rifle 
aiming directly at him, with the idea of 
killing him, personally. It is an idea 
which passes with a little service, but it 
is an idea which, translated into the 
terms of the civilian population awaiting 
a surprise bombing out of any morning 
sky, means that each and every civilian 
has the idea that over in the enemy 
country there is a bomb which, in the 
first air raid, is going to be dropped on 


= 


THE DEFENSE OF THE AMERICAS 51 


his home, and which will kill him and 
his family. 

While such conditions prevail, the 
freedom of action of the government of 
a democratic country, where the people 
exercise any pressure on affairs, is seri- 
ously circumscribed, and this is’ itself 

_a condition which we have to consider 
‘in remarking on the present course of 
European affairs. We cannot assume 
that these things will not happen. They 
may happen. A war may come, with 
its ruthless air bombardments. Plans 
against civilian populations may be car- 
ried out, or they may not be considered 
worth while. And it is not so much a 
question of whether or not they will be 
carried out, but that the people in the 
free countries believe that they will be 
carried out. 

Consequently, drawing from that a 
lesson for the United States, the first 
thing that we need to do is to preserve 
our freedom of action. Whatever our 
policy is going to be in a given instance, 
whatever steps we may take to meet the 
exigencies of the future which may arise 
and are now unforeseeable, certain it is 
that we must first of all keep our free- 
dom of action to meet these future con- 
ditions in a manner which will be best 
suited to the interests of the United 
States, without constraint or threat from 
any foreign power that if we don’t do 
thus and so our cities will be bombed 
and women and children slaughtered in 
their homes. 


DEFENSE OF SEA APPROACHES 


The United States, in a military 
sense, has an insular position much like 
that of Great Britain before the inva- 
sion of the airplane. Airplanes carry- 
ing military loads cannot yet carry their 
bombs across the Atlantic or the Pacific 
Ocean directly to our shores. We need, 
therefore, first of all to make sure that 
we control the sea communications of 
the Atlantic and Pacific oceans, to pre- 


vent the close approach to our shores of 
foreign armaments, and particularly of 
foreign air armaments. We need also 
to control the sea communications by 
which. Latin America may be ap- 
proached, because the safety of Latin 
America is bound up with our own 
safety. This means the maintenance of 
a navy superior in fighting strength to 
that of any power or combination of 
powers conceivably to become our ene- 
mies. 

But sea power consists not only of 
fighting ships, but also of bases. The 
maximum radius of action of a modern 
fleet is about two thousand nautical 
miles. We should have a sufficient 
number of bases to enable our ships to 
operate in any part of any ocean in 
which we are interested, where their 
presence may be required. Just as the 
British system of bases spread around 
the world, as British commercial and 
colonial interests grew, so our system of 
bases must enable us to operate wher- 
ever we have interests to defend. We 
do not need a world-wide system as the 
British did, but a system that will en- 
able us to command the Western Hemi- 
sphere and the sea approaches to it. 

Fortunately we have in our posses- 
sion, and are able to insure for our- 
selves in war and to deny to an enemy 
in war, the only short-line communica- 
tion between our two oceans—the Pan- 
ama Canal. While this is the case, we 
have a great advantage which obviates 
the necessity of our maintaining two 
fleets, one in each ocean. It is éssential, 
however, that the Panama Canal be 
adequately defended, especially against 
any form of surprise attack, in order 
that the communications between the 
two oceans may not be interrupted at 
an embarrassing moment. - 

The defense of this country against 
air attack is, then, initially in prevent- 
ing the approach of the air arm within 
reach of our shores. I may say that the 
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radius of action of the modern bombing 
aircraft is not more than 750 miles. 
There are certain types which will fly 
farther, but the average radius for the 
operation of any considerable number is 
750 miles. That is, of course, one- 
fourth the width of the Atlantic Ocean. 

However, there are certain means by 
which the Atlantic Ocean can be flown 
by small numbers of airplanes, but not 
by great masses, and one of those is that 
used by Air Marshal Balbo, when he 
came by the Faroe Islands, Iceland, and 
Greenland. These are dependencies of 
Denmark, and we see by the papers that 


Denmark is troubled today with Nazi- 


agitation. We see also the fall of the 
republican government in Spain, with 
possible repercussions on Portugal; and 
we recall that Portugal possesses the 
Azores, and from there to Bermuda is 
1,500 miles (which can be flown by 
planes not having to return), while Ber- 
muda is but 680 miles from New York. 

Considering these facts, and also that 
Portugal owns the Cape Verde Islands 
which are a close approach to South 
America, we realize the importance of 
these outposts to the United States, and 
we realize the necessity of our having a 
chain of outposts in the Atlantic Ocean, 
which might include leaseholds in New- 
foundland, Bermuda, Trinidad, and Bar- 
bados, giving us a reasonable measure of 
security by providing bases for the use 
of air forces and the fleet. 

In the Pacific Ocean we have a bet- 
ter situation, in that we have a great 
outlying base at Hawaii covered by a 
string of island outposts admirably 
adapted for the use of airplanes and 
light naval forces. 


Tue ROLE oF THE ARMY 


The role of the army in this task of 
national defense is first of all to defend 
the navy’s bases; next, to garrison the 
Panama Canal and provide adequate 
defense there; to provide harbor de- 


fenses and anti-aircraft defenses for 
large coastal cities against raids; to pro- 
vide a mobile reserve of ground troops 
in this country and an adequate general 
headquarters air force for strategical 
missions, especially to deal with at- 
tempts to establish an air base within 
reach of our coast and to deal with that 
attempt in its initial stages. 

All these things we can provide with- 
out placing any very great strain on our 
national economy. All these things we 
need, and should have. To compromise 
with minimum requirements is danger- 
ous; in war, to be second best is to be 
defeated. 

The size of our army is conditioned, 
of course, by the mission it is called on 
to perform. It does not need to be a 
large army, but it needs to be a good 
one. We do not need another A.E.F. to 
go and fight on the continent of Europe. 
That policy should be entirely left out 
of our calculations, because we have be- 
fore us now the example of what totali- 
tarian war and the necessity for meet- 
ing totalitarian war with totalitarian 
methods means to a free people. We 
see in France a practical dictatorship 
being declared. We see in England a 
greater and greater measure of control 
being placed over the supplies of raw 
materials, over industry, over labor. 
We see thirty-four conservative mem- 
bers of the House of Commons signing 
a resolution calling for a national gov- 
ernment with as complete control over 
these matters as the French Parliament 
has given Daladier. 


Our RESPONSIBILITY 


In this country we have a very great 
responsibility; a responsibility to which 
it is difficult to believe the American 
people will be found insensible. That 
responsibility is to keep alive in this 
world the torch of human liberty when 
elsewhere that light is being ruthlessly 
trodden out. We can do that; we can 
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carry out this responsibility because a 
merciful providence has favored this 
country with a geographical position 
which enables us to defend ourselves 
with the weapons of sea power which are 
historically weapons that a free people 
may wield without peril to their liberty. 

If, however, we throw away these ad- 
vantages, if we again undertake military 
adventures of a type calling for the regi- 
mentation of every aspect of national 
life and resources, if we attempt to go 
again to other continents to settle the 
affairs of other peoples with great 
armies and the great measure of ship- 
ping necessary to maintain those armies 
overseas, we shall be abandoning the 
responsibility which is ours and which 
first of all consists in making secure our 
own freedom, our own democracy, our 
institutions, and our way of life. We 
must realize that in Europe, where a 
number of nations live side by side on 


a comparatively small continent, there 
is nothing we can do to contribute to a 
permanent settlement of European af- 
fairs. We can only produce a new set 
of combinations out of which in turn 
will presently arise the beginnings of a 
new war. We cannot settle the affairs 
of Europe in a manner which justifies 
the expenditure of life and treasure that 
it would cost us. 

The affairs of Europe can be settled 
only when the peoples of Europe have 
made up their minds that war is not 
worth while. But we cannot convince 
them of that. They will have to con- 
vince themselves. The only policy for 
the American people to adopt may be 
stated in these words: The affairs of 
Europe and Asia must be settled by the 
peoples who live there; the affairs of 
the Americas skall be settled by the 
people who live here, and by no one 
else. 
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Some Observations and Conclusions After a Tour of 
South America 


By James H. Ryan 


T IS a privilege to present certain ob- 

servations and conclusions at which 
I have arrived after a tour of six of the 
principal countries of South America, 
completed about the first of February of 
this year. The conclusions are quite 
tentative and yield to better and fuller 
information than I was able to obtain. 
From a strictly scientific point of view, 
they are based on a too small sampling 
of evidence to be put forth with any 
great degree of certainty. 

Quantitatively speaking, I did not see 
a large number of people in South 
America. But I did see and converse 
at length with a relatively large number 
of most important people, both of the 
State and the Church, in the different 
republics visited, and, what is more, I 
deliberately maneuvered the conversa- 
tion in almost every case to center on 
two or three important topics—the ex- 
istence and influence of communism and 
of nazism, the question of relations with 
the United States, the problem of pro- 
moting good will between the Americas 
~—with the result that I have arrived at 
certain conclusions which I think are 
sound, since they represent the collec- 
tive views of groups of people who 
should know what they are talking 
about, and who would have no valid 
purpose in trying to deceive one, even 
if they were capable of doing so. 


Sources oF INFORMATION 


In every country visited, with one ex- 
ception (Chile), I spoke at some length 
to the Foreign Minister and the Presi- 
dent of the Republic, to government of- 
ficials, to the ranking Catholic church- 
men and others of the clergy, to the 
representatives of the United States 
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Government, to the representatives of 
the Vatican, and to a fairly large num- 
ber of nonofficial people, both nationals 
and business men resident in those re- 
publics. Our conversations were frank 
and aboveboard. In several cases, the 
Foreign Ministers talked most confiden- 
tially and backed up their statements by 
reading from reports and documents of 
a private, even a secret character. The 
representatives of the Church were, as 
might be imagined, no less frank and 
outspoken, coming as I did with cre- 
dentials they respected most highly and 
in which they could put their trust. 
This was particularly true of the Am- 
bassadors of the Holy See, a group of 
men of the highest intelligence and of 
fine diplomatic training whose sources 
of information, as every one knows who 
is acquainted with Vatican diplomacy, 
are of a singularly high dependability 
and trustworthiness. I found the en- 
voys of the United States Government 
in every case alert and well informed, 
one or two being very superior men. 

It is from these sources primarily, and 
not from books or newspapers, that I 
gathered material, views, and conclu- 
sions on the questions which interested 
me. It is these conclusions, made my 
own after thought, that I am pleased to 
present, in briefest possible form, with- 
out of course furnishing the data or 
facts upon which they are based and 
without defense of their absolute ac- 
curacy, save to say that I myself am 
convinced that, in the main, they are 
sound and reliable, and as close an 
approximation to the truth as it is pos- 
sible to make when one considers the 
circumstances and the manner in which 
the information was collected. 
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REACTION TO POLITICAL PROPAGANDA 


May we begin with the question of 
Communism and its position in the 
countries to the south of us. As a polit- 
ical force, Communism is nonexistent. 
Its propaganda is weak and disorgan- 
ized. In no sense of the word and in 
no country can it be regarded as a men- 
ace to the continued existence of demo- 
cratic government or principles. 
informed by the President of one repub- 
lic that there are in that nation only 
fifty active Communists, all under strict 
police surveillance. In Chile, the Popu- 
lar Front government cannot with jus- 
tice be called Communist. Its power, if 
not members, has come largely from a 
revolt within the Conservative party, 
led by a group of young men who ob- 
jected to the do-nothing attitude of 
what they are pleased to call “the grey 
beards of the Jockey Club.” 

All over South America, Communist 
propaganda has been given the cold 
shoulder, and when we stop to consider 
the highly centralized strong-arm meth- 
ods of government universally in vogue, 
there is small chance of its getting a 
foothold on the continent. I affirm this 
with a high degree of conviction, as the 
leading men of state everywhere ex- 
pressed themselves as determined to 
stamp out every manifestation of Com- 
munism. Communism as a threat to 
democracy may be dismissed from any 
realistic calculation as to the political 
future of the republics of South Amer- 
ica. 

The next political ideology in which 
I was interested is what is known cur- 
rently as Fascism, and, specifically, I 
wanted to find out all I could about 
Nazism. It is true that the Nazis have 

.made and are making great efforts to 
capture certain South American mar- 
kets, and have been successful up to a 
certain point, mostly, however, at the 
expense of England. The Nazi ideologi- 


I was. 


cal permeation, on the other hand, can 
scarcely be called successful. Despite 
the existence of large German colonies 
in certain countries, the success of Nazi 
propaganda has been almost infinitesi- - 
mal compared with the money and time 
spent upon it. To Latin Americans, the 
Nazi philosophy is per se distasteful, the 
source from which it flows is very sus- 
pect, the methods used are clumsy and 
self-defeating. Radio propaganda, for 
example, which emanates from Berlin, 
has left the South American cold, even 
antagonistic, to Nazi ideas. My con- 
sidered view is that democracy in South 
America has no more to fear from Nazi 
propaganda than it has from communist 
propaganda. And the same may be 
said, even more emphatically, of Fascist 
Italian efforts—small in comparison to 
those of Germany—to influence public 
thinking. 

The real threat from German, Italian, 
and Japanese sources is economic, and 
even that is under much better control 
than we are apt to think if our conclu- 
sions are based solely on press reports. 
There is, however, one element in the 
situation which might give us pause. 
The infiltration of Nazi ideas into the 
press, particularly through its Inter- 
ocean News Service, is a distinct barrier 
to the spread and development of demo- 
cratic principles as well as to inter- 
American co-operation and solidarity. 
The South American press has, as we all 
know, a long tradition of unfriendliness 
to the United States. The old cry of 
Yankee imperialism, of the Colossus of 
the North, is still raised on occasion by 
the press, and especially in that of Ar- 
gentina during the very recent past and, 
in fact, up to the present moment. The 
colored, and at times garbled, news 
stories sent out by Interocean do not 
help toward better understanding. This 
is a situation which can be met, and I 
think will be when we begin to appre- 
ciate its potential dangers. We must 
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realize that it is the press—not the 
radio, not even the “movies”’—that is 
still the most important single influence 
for molding public thought in South 
America. 


ATTITUDES TOWARD UNITED STATES 


I have been asked on all sides—Are 
the South American countries really 
friendly to us? It is a question that 
cannot be answered by a simple yes or 
no. But I think that I do not go far 
amiss if I say that Venezuela, Brazil, 
Peru, and Ecuador would fall in the 
category of friendly nations, that Chile 
should be considered friendly in a some- 
what formal way, that Argentina is a 
friend, but not a very enthusiastic—in 
truth, quite a chilly—one. 

And why is Argentina almost un- 
friendly, not to Americans as individ- 
uals, of course, but to our Government? 
The reason is almost exclusively eco- 
nomic. The failure of the United States 
Government to ratify the Sanitary Con- 
vention and our refusal to admit Argen- 
tine frozen beef have developed a very 
critical attitude toward us, in many 
cases approaching a psychological com- 
plex. Yet, underneath the national sore- 
ness of Argentina there lies a great ad- 
miration for the United States, a real 
desire to work along with and co-operate 
with us, both on the part of the people 
and, to a large extent, on the part of 
the Government. Argentina never will 
be brought whole-heartedly within the 
Pan-American axis—if I may be par- 
doned the word—-by force or by bull- 
dozing. But Argentina can be won to 
Pan-Americanism if she is wooed and 
treated as an equal and a partner. And 
may I add, in parenthesis, that the ill 
feeling exhibited toward the United 
States is not the result solely of Nazi or 
Fascist propaganda. One of our demo- 
cratic friends has done and is doing as 
much as it possibly can to make good 
relations between us very difficult. 


DEMOCRACY IN SOUTH AMERICA 


There is no real “decline” in demo- 
cratic sentiment or of belief in demo- 
cratic principles in South America, as 
far as I was able to discover, unless one 
insists on giving to the word “democ- 
racy” a meaning it has never possessed 
in the countries south of us. Com- 
munist, Nazi, and Fascist propaganda 
has made little or no progress; much 
less than either ideology has gained 
right here in our own country. A cer- 
tain Foreign Minister, to whom I had 
expressed a fear of possible Nazi con- 
trol in his country, replied rather 
sharply: “Tell President Roosevelt for 
me that I will keep Nazism out of -—— 
if he will keep American Communists 
out of oa 

As far as the future may be con- 
cerned, and our attitude toward the var- 
ious states of South America, it seems 
futile to discuss whether such states are 
democratic or anti-democratic. What 
do we mean by democracy? If we 
would be frank with ourselves, we would 
conclude that it is coming to mean sim- 
ply a state that is on our side in a pos- 
sible future conflict. Is France or Eng- 
land or Russia or Rumania democratic? 
Is Brazil, Argentina, or Peru demo- 
cratic? Is Chile democratic, now that 
it is ruled by a Popular Front? 

If we expect to find democratic prin- 
ciples and practices such as we know 
them in high favor in any South Ameri- 
can republic, we are certain to be dis- 
illusioned. But then why, may one ask, 
must a South American republic be 
democratic in our exclusive meaning of 
the term? The whole discussion seems 
to me both academic and formalistic. 
Because Brazil does not hold elections 
after the United States model, because 
revolutions occur at intervals in con- 
tradiction to our method of solving po- 
litical questions, why should we dub 
that country anti-democratic and forth- 
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with refuse to have anything more to do 
with it? 

What I am trying to say is this: For 
our own welfare and that of the South 
American countries, in which we are so 
deeply interested, let us drop all politi- 
cal labels and accept each country for 
what it is. It gets us nowhere to rail 
against Brazil and Peru because they 
are governed by what liberal writers call 
“dictators,” or to rant, as the same writ- 
ers do, against “government by bayo- 
net.” Nor is it necessary, for our pur- 
poses, even to discuss why dictators 
exist, why palace revolutions occur so 
often, why a heavily illiterate popula- 
tion is not permitted freely to vote, why 
elections mean little or nothing in find- 
ing out what the mind of the people 
really is, The very writers who scream 
so lustily against the dictatorships of a 
Vargas or a Benavides are the same who 
laud to the skies the far worse dictator- 
ships of a Cardenas, an Aquirre, or a 
Stalin. If there are no free elections in 
Brazil and Peru, the elections in Mex- 
ico, I assure you, are much less free, 
despite all propaganda to the contrary. 


PRESERVING SOUTH AMERICAN 
FRIENDSHIP 


Given the good feeling in South 
America toward us, good feeling which 
is deeper and more widespread than 
many think, the task of the United 
States, both official and unofficial, is to 
maintain and preserve by all the means 
within its power (and these means are 
incalculably large) those sentiments of 
respect, good will, and even admiration 
which are manifested on all sides, so fre- 
quently and with a great degree of sin- 
cerity. I think it indisputable that the 
good neighbor policy of President Roose- 
velt has been largely responsible for the 
existing good will and understanding, 
and I do not share the fears expressed 
everywhere that with a change of ad- 
ministration here, the United States will 


revert to its old ways of Machtpolitik 
and dollar diplomacy in its relations 
with South American countries. The 
question is not one of party politics, 
nor should it be made so. Governor 
Landon expressed the sound American 
doctrine in his Lima speech, the moral 
of which politicos in both Republican 
and Democratic parties might well take 
to heart. 

There exist many media for the ex- 
change of ideas between South and 
North America. Specialists will know 
much better than I how to use the radio, 
the “movies” (the most effective single 
propaganda factor we now possess), ex- 
change of professors and students, visits 
back and forth of important persons, 
congresses, tourism, and so forth. 

There is one disturbing element in 
the situation, to which allusion has al- 
ready been made. It is the attitude of 
the South American press, which is in 
some cases bitterly hostile, in others, 
very cold, and in not a few, friendly to 
us. To my way of thinking, one of the 
very first things we should do would be 
to revive the Pan-American Congress of 
Journalists. Newspapermen should be 
brought to the States and made ac- 
quainted with North American life ix 
situ, not as seen through colored glasses. 
And what is most important, the press 
associations of the United States must 
counteract, in a way they know best, 
the really pernicious influence of the 
Nazi Interocean News Service. 


A RELIGIOUS APPROACH 


While I feel incompetent to make 
suggestions of any great value about 
the radio, the “movies,” or the press, 
there is one field in which I do possess 
a small competency; it is that of reli- 
gion. The peoples of South and Central 
America are overwhelmingly Roman 
Catholic; somewhat over 90 per cent 
profess that religion. The number and 
influence of Protestants are practically 
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nil, This is a mere statement of fact, 
yet it is a fact of most fundamental 
significance for an understanding and 
approach to those peoples. No organ- 
ized effort has ever been made to meet 
the peoples of South America on the 
basis of their religion. It may seem in- 
credible, yet it is the truth, that I was 
the first Catholic Bishop ever to tour 
South America with the purpose of mak- 
ing the acquaintance of the leaders of 
the Church, of talking with them, and 
of discovering their views, especially 
their views about the United States. 
May I say that I found them very 
friendly, even in the Argentine, and 
most willing to do anything to promote 
peace and understanding between the 
Americas. They know a great deal 
about us—more, in truth, than we know 
about them. In no case did I hear a 
word of unjust criticism, and in many I 
heard praise of our country. 

Now, it seems to me a matter of ele- 
mentary common sense not to neglect 
this natural bond which joins the Catho- 
lics of the south with the twenty-five 
million Catholics of the United States, 
to say nothing of the millions of Can- 
ada. If there exists a bridge to join us 
together, it is that of unity of belief. 
Why should we not use this bridge, why 


should we not walk across it to meet 
and know our brothers to the south? 
To ask the question is to answer it. 
And my practical suggestion is a Pan- 
American Catholic Congress, to meet 
every two or three years, for the high 
purpose of getting acquainted and of 
helping each other to a better under- 
standing and possible solutions of each 
other’s problems. 

It would be a waste of time to dilate 
on the possibilities of such a congress. 
They are limitless. Since returning to 
the States I have spoken about the hold- 
ing of a congress to many individuals, 
Protestant, Catholic, and Jew, and I 
have not found one who rejected the 
idea. In fact, I have found the enthusi- 
asm of some a bit disconcerting—those 
who tried to wish the job of organization 
on myself. At any rate, we have tried 
almost everything else, from congresses 
on child welfare to congresses on good 
roads—and each has, in its way, done a 
great deal of good. Why not promote a 
Pan-American Religious Congress which 
will get down to the very principles and 
motivations that are basic in the thought 
and lives of millions of both North and 
South Americans? May I be pardoned 
for repeating—it all seems to me so ele- 
mentary, so full of common sense. 
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LL.D., has been Bishop of Omaha, Nebraska, since 
1935. He was professor of psychology at St. Mary 
of the Woods College, Indiana, 1911-21, and is rector- 
emeritus of the Catholic University of America, having 
held various positions in its Department of Philosophy 
from 1922 to 1929. He is author of “Directory of 
Catholic Colleges and Schools”? (1921); “An Intro- 
duction to Philosophy” (1924) ; and “The Encyclicals 


of Pius XI” (1927). 


Trading with Dictators 
By Percy W. BIDWELL 


HE trade policy of the United 

States as expressed in the Trade 
Agreements Act is a policy of economic 
appeasement. It is founded on the prin- 
ciple of “give and take” in international 
relations. Although frankly national in 
its aims, the Hull program seeks to pro- 
mote the national interest with due re- 
gard to the interests of other nations. 
Bargaining, the exchange of mutual tar- 
iff concessions, is typical of the spirit 
of the program. But bargaining alone 
does not fully describe the American 


policy. Dictators, also, make tariff 


bargains, but they are different. The 
distinguishing feature of the American 
trade agreements is their “generalized” 
character. An American trade agree- 
ment is not an exclusive arrangement 
between a pair of countries; it may 
actually affect and benefit a score of 
nations not directly participating in 
the negotiations. 

The chief characteristic which distin- 
guishes totalitarian trade policies from 
our policies is their disregard of the 
fundamental principle of equality of 
treatment, on which the Hull program 
is based, and the substitution for it of 
the principle of special or discriminatory 
treatment. Discriminatory treatment, 
to some extent, is incidental to meth- 
ods of trade and exchange control 
wherever they are found, for there 
seems to be no practicable way of ad- 
ministering either import quotas or the 

‘control of payments abroad without fa- 
voring one country at the expense of 
another. But discrimination may also 
be intentional, not incidental. In some 
of the arrangements which have been 
entered into between Germany, for ex- 
ample, and the states of Southeastern 
Europe, the deliberate intent appears to 
be to force discrimination in favor of the 
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stronger power. (Parenthetically, it 
may be observed that the practice of 
forcing weaker states to discriminate 
against third countries is not confined 
to dictator countries. Some of the Brit- 
ish trade and payments agreements seri- 
ously offend in this particular.) 

From the moment the American pol- 
icy was adopted, Secretary Hull was 
faced with problems arising from the 
opposition of his program to that of 
Germany, Japan, Italy, Russia, and nu- 
merous less important trading nations. 
For the past four and a half years, the 
two systems have been in conflict. 
With a devotion to principle never ex- 
celled in the history of our Nation, and 
with rare intelligence as well, Mr. Hull 
has pressed forward his program in the 
face of serious obstacles at home and 
abroad. The results are incorporated in 
trade agreements with twenty! coun- 
tries, accounting for 60 per cent of 
American foreign trade. 


ACHIEVEMENTS OF HULL PROGRAM 


From the point of view of positive re- 
ductions in American tariff walls, the 
gains have been moderate. Somewhat 
more seems to have been accomplished 
in the removal of foreign barriers to 
American trade. But from other points 
of view, the trade agreements take on 
great significance. In a period when the 
trend toward economic self-sufficiency, 
autarchy, or whatever you want to call 
it, has been almost universal, the United 
States has lent its enormous prestige and 
economic power to promote the restora- 
tion of saner conditions in international 
trade. Even to have stopped the rising 
protectionist tide in the United States 

1 Including the agreement with Czechoslo- 


vakia which was suspended by the President’s 
proclamation of March 23, 1939. 
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without any tariff reductions would have 
been no mean accomplishment. 

A high-water mark of the American 
policy seems to have been reached in 
November 1938 with the successful con- 
clusion of the long-drawn-out negotia- 
tions with the United Kingdom. The 
signing of the Anglo-American Agree- 
ment reduced hundreds of duties in both 
the American and British tariffs; where 
reductions could not be agreed upon, 
duties were bound against increase. 
But over and above this accomplish- 
ment was the definite inclusion in the 
trade agreements group of England and 
the English colonies, which, taken to- 
gether, constitute the greatest factor in 
the trade of the world. 

There are those who visualize a strug- 
gle to the death between the exponents 
of democratic and totalitarian trade pol- 
icies. Paraphrasing Lincoln, they claim 
that world trade cannot exist half slave 
and half free. The conflict of ideolo- 
gies, they say, makes impossible the 
continuance of advantageous trade rela- 
tions. The logical conclusion of this 
argument is that democracies should 
trade only with democracies. To an 
economist, statements of this kind seem 
misleading and therefore dangerous. 
Consulting the statistics, he concludes 
that if we are going to trade only with 
democracies, we shall have to adopt a 
rather broad definition of democracy or 
else dispense with a large slice of our 
foreign trade. The advantages of inter- 
national trade are to be found in the 
stimulus which it provides to the best 
use of natural resources and human tal- 
ents, wherever they may be found. The 
fact that a foreign country may have a 
dictator while we have a President, or 
even that it has adopted communism or 
fascism while we cling to a modified sys- 
tem of capitalism, does not mean that 
we cannot advantageously exchange our 
cotton or automobiles for its chinaware, 
platinum, or raw silk. In theory, there 


is no reason why states organized under 
a farsighted and intelligent totalitarian 
regime might not carry on a flourishing 
and mutually advantageous trade with 
other totalitarian states, and with de- 
mocracies as well. Russia, for example, 
has a flourishing trade with the United 
States, England, and France. 

But no matter how clear the theory, 
in practice Mr. Hull finds that certain 
dictator countries give him a lot of trou- 
ble. They do not play the game ac- 
cording to the American rules, which, in 
general, are the rules of prewar commer- 
cial intercourse. Consequently, they 
mess up our trade relations. By meth- 
ods that we regard as unfair, they tres- 
pass on our foreign markets, and at 
times seem to threaten our home mar- 
kets. 


CLOSING THE OPEN Door 


Japan’s offense, as far as commercial 
policy is concerned, consists in closing 
the open door in China. Traditionally, 
the United States has insisted not only 
upon the territorial integrity of China, 
but also upon the maintenance in China 
of equal commercial and business oppor- 
tunities for the nationals of all countries. 
In the Nine-Power Treaty of 1922, 
Japan pledged herself to maintain the 
open door policy. Yet in Manchukuo 
and in the regions of North China and 
Central China which have come under 
Japanese control, many discriminatory 
measures have been put in force—ex- 
change control, import and export per- 
mits, discrimination in allocation of 
shipping facilities—all of which favor 
trade with Japan at the expense of trade 
with the United States and other coun- 
tries. f 

All of these devices, and others, have 
been the subjects of formal protest by 
our State Department. But when we 
formally accuse the Japanese of violat- 
ing the open door pledge, the Japanese 
reply that they still recognize the obli- 
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gation of the Nine-Power Treaty. New 
conditions, however, have now arisen, 
they say, which require a new inter- 
pretation of those obligations. The 
“new interpretation” amounts to an as- 
sertion that in the conquered area the 
Japanese economic interests must be 
recognized as predominant. This in 
turn amounts to saying that by virtue 
of conquest the “open door” has been 
closed. 

The question now arises—how far is 
American commercial policy adequate 
to deal with the new situation? So far, 
our action has been of two kinds. We 
have formally protested to Japan, and 
we have lent money to China. Though 
in form a commercial transaction, the 
loan was in fact guaranteed by the Ex- 
port-Import Bank, an agency of the 
United States Government. But still 
the discriminations persist. What more, 
if anything, should be done? 


Purposes oF COMMERCIAL PoLicy 


At this point a distinction should be 
made between (1) measures of commer- 
cial policy which might be taken to 
achieve a political end, in this case to 
drive Japan out of China, and (2) meas- 
ures designed to achieve an economic 
end, i.e., to restore equality of business 
opportunity in China. To some minds 
this may seem a purely artificial dis- 
tinction; to my mind, the distinction 
seems so fundamental that it goes to the 
heart of the difference between demo- 
cratic and totalitarian government. Let 
me illustrate with reference to Japan. 
We have on our statute books certain 
laws authorizing the President, or it 
may be the Secretary of the Treasury, 
to apply penalty duties, in some cases 
to impose absolute embargoes on im- 
ports. In all cases, the grant of power 
is restricted; it can be used legally only 
when certain specified conditions have 
been found to exist. Now the important 
fact is that the conditions which justify 


or legalize the use of these trade weap- 
ons are economic, not political. The 
President, or the Secretary, must find 
that the acts of foreign governments or 
foreign business actually injure Ameri- 
can trade before either of them can le- 
gally apply sanctions. They cannot 
slap on additional duties or embargo 
Japanese or German goods just because 
they love China or hate Hitler. They 
must act in accord with the statutory 
limitations on their powers. This is the 
fundamental characteristic of demo- 
cratic government. This is what we 
mean by a government of laws, not of 
men. 

Congress, on the other hand, can use 
the weapon of commercial policy for 
any purpose whatever. In the present 
case, therefore, if sanctions are to be 
applied legally for political purposes, 
Congress must specifically authorize 
them. 

Our Government has been bombarded 
with petitions to use its control of for- 
eign trade to force Japan to abandon its 
Chinese adventure. Embargoes on im- 
ports of raw silk, and on exports of cot- 
ton, oil, and scrap iron figure in the 
forefront of these proposals. There is 
not opportunity here to discuss the 
probable results and probable cost to 
the United States of such economic 
sanctions. Extended discussion of these 
matters, it seems to me, has at least 
demonstrated: (1) that the measures 
which would really hurt Japan would 
be the most expensive as far as the 
United States is concerned; and (2) 
that co-operation between the United 
States and the British Empire, France, 
and the Netherlands would be necessary 
to guarantee success. 

Resort might be had to administrative 
measures in an attempt to force Japan 
to quit closing the open door. We 
might black-list Japan, depriving that 
country of most-favored-nation treat- 
ment so that it would not share in any 
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of the tariff reductions made in the trade 
agreements. This treatment has al- 
ready been applied to Germany—as will 
be shown later. It has not succeeded in 
bringing Germany to book. It would 
probably have even less chance of suc- 
cess against Japan; for already, in’ the 
process of tariff bargaining, great care 
has been taken that Japanese goods 
should not profit. 

A second weapon in our tariff armory 
is much more powerful—so powerful, in 
fact, that it has never been used. I 
refer to penalty duties which may be 
imposed by the President (under Sec- 
tion 338, Tariff Act of 1930) on im- 
ports from countries which discriminate 
against American commerce. It would 
seem that the Japanese policy furnished 
abundant justification for the imposition 
of penalty duties. But thus far they 
have not been seriously proposed. The 
reasons are not far to seek. In the first 
place, the imposition of penalties for 
discrimination is not mandatory, but 
discretionary. The President acts when 
he finds that the public interest would 
be served thereby. Now, the President 
knows that penalty duties of any kind 
provoke retaliation; he knows further 
that just at present American trade with 
Japan is in a flourishing condition. 
Evidently, from a strictly business 
standpoint, the gain which might pos- 
sibly be achieved from freer trade in 
China—should the penalty duties suc- 
ceed—is overbalanced by the probable 
loss from interruption of trade with 
Japan. 

The President is also embarrassed by 
the knowledge that Japan is not the 
only country that discriminates. Tech- 
nically, a case of discrimination might 
be made out against various countries 
practicing exchange control, or limiting 
imports through a quota system, or 
regulating trade by clearing agreements. 
Thus, in order to be consistent in our 
policy, we might have to apply penalty 


duties to a substantial part of our total 
import trade. 


TRADE RELATIONS WITH GERMANY 


Our trade relations with Germany 
have suffered progressive deterioration 
during the past five or six years. The 
conflict between the trade policies of 
Mr. Hitler and those of Mr. Hull arose 
as soon as the Nazi program was an- 
nounced. It was immediately evident 
that the elaborate new methods of trade 
control and trade promotion introduced 
by the Nazis did not afford the United 
States the equal treatment to which we 
were entitled by the commercial treaty 
of 1924. Upon the German refusal to 
remedy this situation, the United States 
put Germany on the black list. It re- 
fused to extend to Germany the benefits 
of any of the concessions made in the 
new series of trade agreements. With 
the annexation of Austria and the ex- 
tension of a German protectorate over 
Czechoslovakia, the trade of these coun- 
tries became German. Thus the black- 
list area has considerably increased. 

Black-listing was not successful, how- 
ever, in causing Germany to “cease and 
desist.” She has continued her discrim- 
inatory policies against American ex- 
ports, and has shifted purchases of cot- 
ton, oil, and copper from the United 
States to other sources of supply. Re- 
cently, Germany has offended against 
our rules on import trade by paying 
bounties on exports to the United States. 
This we regard as a species of unfair 
competition. To offset these bounties, 
the Secretary of the Treasury an- 
nounced on March 18, 1939, the imposi- 
tion of additional duties of 25 per cent 
on all dutiable goods of German origin. 

Coming immediately after Hitler’s 
triumphal entry into Prague and the 
protest of our State Department against 
international lawlessness, the Treasury’s 
action was widely heralded as a con- 
crete method of expressing American 
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disapproval. This interpretation is re- 
pudiated by the Administration. It 
must be repudiated or else the action is 
illegal, for the statute under which it 
was taken says nothing about “Jawless- 
ness” or “aggression” or the sanctity of 
national frontiers. It authorizes pen- 
alty duties only to offset bounties. If 
the bounties were not paid, then the 
duties are illegal. In this case there 
seems to have been sufficient legal basis 
for the countervailing duties. Official 
investigations, lasting over several 
months, had established with certainty 
the facts which the business world had 
suspected for some time. Once the facts 
had been established, action was man- 
datory. The statute in this case gives 
no discretion to the Executive. How- 
ever, the timing of the countervailing 
duties may have been determined by 
considerations of foreign policy. The 
inevitable effects of the new duties will 
be to cut down imports of German goods 
and, in consequence, to reduce still fur- 
ther our shrunken export trade to Ger- 
many. We may expect that Germany 
will shift even more of its purchases of 
cotton, oil, and copper to other countries. 


THE GERMAN TRADE MENACE 


Recent striking gains in German 
trade with Southeastern Europe and 
with certain Latin American countries 
have occasioned demand for a re-exam- 
ination of American trade policies. The 
German gains have been cited as proof 
of the inadequacy of the Hull program 
to defend American export interests. 
In Southeastern Europe, American trade 
interests have never been extensive. Up 
to the present they do not seem to have 
been injured by the German trade poli- 

_cies. In Latin America, on the other 
hand, our economic interests are of 
first-class importance, and besides, they 
are closely allied to our political in- 
terests in that area, particularly in the 
Caribbean. Consequently, large Ger-. 


man gains in Latin American trade, par- 
ticularly if they were made the avenues 
of political penetration, ‘might be re- 
garded as a serious menace to our in- 
terests. But a careful consideration of 
statistics assembled by the Department 
of Commerce fails to reveal any general 
deterioration of the American commer- 
cial position in Latin America resulting 
from German trade activities. The 
United States still supplies a larger per- 
centage of the imports of the twenty 
American republics than the United 
Kingdom and Germany taken together. 
The figures for 1937 were: United 
States, 35 per cent; the United King- 
dom, 12 per cent; Germany, 15 per 
cent. Also, we purchase a larger share 
of Latin American exports than our two 
leading competitors taken together. 

In certain countries, Brazil, Chile, 
and Peru particularly, the new German 
trade methods, barter deals, compensa- 
tion agreements, and the like, produced 
striking statistical results for a few 
years. Germany in 1933 supplied 11.4 
per cent of the imports of Chile; in 
1937, 26 per cent. Brazil in 1933 
bought 12.1 per cent of all its foreign 
goods from Germany; in 1937, 23.9 
per cent. For Peru, the corresponding 
figures were: 1933, 9.6 per cent; 1937, 
19.8 per cent. Corresponding gains 
were registered in the percentages of 
exports going to Germany. Figures 
such as these, considered apart from 
their background, looked bad for Amer- 
ican trade. Some commentators waxed 
hysterical over the German trade men- 
ace. But closer scrutiny of the figures 
showed (1) that in most cases the Ger- 
mans, in spite of recent gains, have not 
yet attained their prewar position in 
Latin American trade; (2) that, as indi- 
cated by the 1938 figures, the German 
trading methods are losing their effec- 
tiveness; (3) that the German gains 
have been usually at the expense of a 
third country, not the United States; 
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and (4) that American losses in certain 
cases, as, for example, in trade with 
Mexico and Argentina, have been the 
outcome of conditions having nothing 
to do with German policy. 


RELIEF FOR OUR EXPORTERS 


But statistical averages bring little 
comfort to American firms which have 
lost contracts to German competitors in 
Brazil or Chile because the Germans 
have profited by subsidies, or which 
have been unable to meet British com- 
petition in Argentina because of the dis- 
criminatory exchange control. The in- 
jured firms complain that our present 
commercial policy fails to protect their 
interests. They demand that the Ad- 
ministration take measures to guarantee 
equal treatment in all Latin American 
markets. Some have proposed that the 
United States should institute a camou- 
flaged exchange control—that we should 
institute barter deals and clearing agree- 
ments in the German fashion. In other 
words, we should fight fire with fire. 

So far the Administration has stuck 
to its guns and has persisted in its poli- 
cies. It has realized that the adoption 
of the methods proposed would mean 
the abandonment of many of the pain- 
fully won achievements of the trade 
agreements program. Furthermore, the 
gains would be doubtful, for the totali- 
tarian foreign trade policies depend for 
their success upon the complete regi- 
mentation of both foreign and domestic 
trade. As long as we are unwilling to 
abandon private enterprise, we could 
not expect to succeed in our efforts to 
imitate the German trade methods. 

Loans such as that recently granted 
to Brazil with the co-operation of the 
Export-Import Bank, if properly man- 
aged, would seem to present a way of 
alleviating the difficulties of our export- 
ers without violating the principles of 
our trade policy. Loans may tempo- 
rarily relieve shortages in free exchange 


and make possible the unfreezing of 
commercial balances; but no one real- 
izes better than the participating bank- 
ers the economic limitations on success- 
ful lending. They know that, in the 
long run, interest can be transferred to 
American creditors only if the borrow- 
ing countries manage in some way or 
other to sell more goods abroad. Either 
we or the industrial countries of West- 
ern Europe must be prepared to pur- 
chase increased quantities of Brazilian 
coffee and cotton, of Argentine meats 
and hides, wheat and flaxseed, of Chil- 
ean copper and nitrates, of Nicaraguan 
bananas. The new loan policy, there- 
fore, cannot be regarded as replacing 
the trade agreements policy. In fact, it 
depends for its success on the enlarge- 
ment of international trade, for which 
the agreements provide the most prom- 
ising method. 


RELATIVE Success OF AMERICAN 
Poricy 


Is American commercial policy ade- 
quate for the new conditions of world 
trade? How far can it be considered 
successful? Certainly it has not pre- 
vented rank discrimination by the Jap- 
anese in occupied territory in China; 
but such discrimination is incidental to 
military conquest, a situation with 
which any trade policy would find it 
difficult to deal. Trade between Japan 
and the occupied portions of China 
might be regarded as de facto internal 
trade, like the trade between Germany 
and the area formerly known as Czecho- 
slovakia. In Europe, aside from Ger- 
many and Italy, American trade shows 
normal development. The diversion of 
German efforts to Southeastern Europe 
has perhaps had something to do with 
American gains in Northern and West- 
ern Europe. 

The record, even when measured by 
immediate American trade interests, 
gives no grounds for defeatism. From a 
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broader point of view, American policy 
may claim unique distinction. In a 
world of increasing political tension and 
uncertainty, the twenty states bound by 
trade agreements to the United States 
constitute a sort of League of Economic 
Nonaggression, a rallying ground for 


states which still believe in the power of 
reason and the value of good will in in- 
ternational relations. By widening the 
scope of existing agreements and by 
making new ones, the United States can 
provide the best defense against totali- 
tarian trade policies. 
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New Approaches in Inter-American Commercial 
Relations 


By James S. Carson 


FAm in democracy as the system 
best suited to work out the serious 
problems now confronting most of the 
governments of South and Central 
America will not be strengthened if 
shortsighted or selfish sectional interests 
in the United States override promises 
made or implied. Pressure groups are 
following this very course in the present 
Congressional session at Washington. 
Such tactics supply arguments to the 
ever active totalitarian propagandists 
now so numerous south of the Rio 
Grande. Because of their persistence, 
Argentina smarts under the stigma 
which implies that her meats are unfit 
for consumption, while Cuban sugar 
cane planters see ruin if provincial- 
minded legislators force through a meas- 
ure introduced in the United States Sen- 
ate on March 23, 1939. 

Challenges by the totalitarian powers 
have very definitely put the democracies 
on the defensive in the Western Hemi- 
sphere, and have necessitated a re-exam- 
ination of inter-American commercial 
relations and practices. Military and 
political threats are relatively remote 
when compared to the actual and pros- 
pective happenings in the field of com- 
merce. Driven by the lack of gold, the 
desperate need for overseas exports, and 
the almost equally pressing want of raw 
materials, Germany has devised a clever 
and resourceful procedure for satisfying 
her import requirements from Latin 
America and at the same time creating 
a market for much of what she must sell 
abroad. Italy and Japan have haltingly 
followed her lead. 

Germany and Italy have found a way 
to get along without gold. They utilize 
land and raw materials with labor under 
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duress, and the resultant production is 
exchanged for goods in other lands on a 
barter basis. Since nearly all the Latin 
American nations have long since estab- 
lished rigid control over foreign trade 
through exchange restrictions, partly be- 
cause of a shortage of gold on their part, 
it is not difficult to understand why the 
plan devised by Dr. Schacht has met 
with such wide acceptance in the other 
Americas. Its appeal has been so com- 
pelling that even fascist-hating Mexico 
has succumbed, while relatively solvent 
Argentina is proposing to exchange one 
hundred thousand tons of wheat for Ger- 
man locomotives and railway equipment 
to the great disadvantage of Argentina’s 
best customer and long-time friend, 
Great Britain, and also to the damage of 
manufacturers in the United States. It- 
aly will build small war craft for the 
southern republic, taking wheat in pay- 
ment. Airplanes for Chile and Peru, 
machinery for Ecuador, and so on, make 
it apparent that the world trade game 
is being played under a new set of rules. 
Markets cannot be held by pointing out 
the uneconomic aspects of barter trade. 
For a solution, the approach must be 
realistic, not academic. 


EMBARGO ON ARGENTINE MEATS 


Despite protestations to the contrary, 
the trade philosophy and practices of 
Hitler and Mussolini are dividing Latin 
America into two camps. Some mis- 
takes on our part which seem almost 
stupid are aiding and abetting. Let me 
cite two examples to justify this state- 
ment. Take the special case of Argen- 
tina. Here is an amazing land, most of 
the area of which lies in the temperate 
zone and is devoted to the raising of cat- 


New APPROACHES IN INTER-AMERICAN COMMERCIAL RELATIONS 67 


tle and cereals. Meat and wheat—these 
spell the prosperity and determine the 
economic future of the most progressive 
of the South American nations. In 
1927 the Department of Agriculture in 
Washington, in order to protect our cat- 
tle from the foot and mouth disease, 
placed a quarantine on imported meats 
from an infected area in any part of the 
world. This prohibition applied to the 
infected region of a country, but per- 
mitted imports from uninfected sections 
of that country. At the time of its en- 
forcement, this was a departmental reg- 
ulation. 

In 1930, while Argentina was still 
much occupied with the happenings in- 
cidental to the passing of the Irigoyen 
regime, the 1927 embargo was enlarged 
to include every part of an infected 
country, and made effective in law when 
included in the Smoot-Hawley Act. 
The right of the United States to quar- 
antine to protect her cattle has never 
been the issue, but the application of 
the sweeping provision of the Smoot- 
Hawley Act has been unfair to Argen- 
tina and hurtful to her products, not 
only in the United States, but particu- 
larly because of the stigma created by 
our law, through which she has suffered 
in other external markets. 

On May 24, 1935 the Honorable Cor- 
dell Hull and His Excellency Dr. Felipe 
A. Espil, Argentine Ambassador to the 
United States, signed a convention cov- 
ering sanitary measures affecting plant 
and animal products, which lifted, as far 
as Argentina is concerned, the embargo 
imposed by the Department of Agricul- 
-ture in 1927. This was sent to the Sen- 
ate for approval and is still gathering 
dust in a pigeonhole in the headquarters 
of the Foreign Relations Committee. 
Secretary Hull has on different occa- 
sions clearly explained its provisions 
and eloquently urged its passage. When 
President Roosevelt journeyed to the 
Peace Conference at Buenos Aires and 


was received with almost delirious 
warmth by vast throngs, he promised to 
recommend its passage, which to an Ar- 
gentine audience meant its enactment. 
Yet a small group of selfish Senators 
from a few Western states where cattle 
are raised, stubbornly refuse to permit 
the measure to leave the committee. 
Dictators laugh scornfully at this ap- 
plication of the “good neighbor policy,” 
and openly use it in their propaganda 
efforts to impugn our sincerity and dis- 
credit the democratic system. Argen- 
tina finds economic reasons to curtail 
her purchases from us by 40 per cent 
and we stand to lose millions in de- 
creased sales of motor cars, farm ma- 
chinery, office equipment, and many 
other articles which the Argentine peo- 
ple prefer to those supplied by Europe. 
The question has become psychological 
and emotional rather than economic to 
the uninformed section of the Argentine 
public. They have been told by the 
agents of Hitler and Mussolini that we 
have used a quarantine measure to dis- 
guise a prohibitive tariff to keep per- 
fectly good beef, which they are willing 
to buy, out of the United States market. 
As a matter of fact, the consumption 
of domestic meats in the United States 
would not be materially affected by the 
ratification of the convention. Imports 
would come from certain freezing estab- 
lishments of Patagonia only, which is 
almost exclusively a sheep-raising coun- 


try. 
Our Imports FROM ARGENTINA 


The totalitarian propagandists have 
created the impression among those who 
do not know the facts that we buy little 
from Argentina. For many years we 
were Argentina’s second best customer. 
Recently we dropped to third place, 
Germany having edged us out. Yet 
without our purchases, Argentina would 
suffer severely. We buy more than 15 
per cent of the wool, 23 per cent of the 
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hides and skins, 22 per cent of the cat- 
tle by-products, and 25 per cent of the 
canned meats which Argentina sells 
abroad. By value, these goods are more 
important in Argentina’s export trade 
than chilled and frozen meats. If she 
ceased exporting them to the United 
States, Argentina’s cost of producing 
meat would rise to noncompetitive levels 
in so far as world market prices are 
concerned. 

The situation between the United 
States and Argentina is now perilously 
close to economic warfare. We seem to 
have made an avoidably serious blun- 
der in our approach to this particular 
phase of inter-American commerce. 
Ratification of the Sanitary Convention 
which has been so long before the For- 
eign Relations Committee of the Senate 
would accord with the principles ex- 
pressed in a resolution adopted by the 
Fourth Pan American Commercial Con- 
ference which met in Washington in 
1931 and recommended the use of the 
phrase “infected zone” in place of “in- 
fected country,” and went on record to 
the effect that sanitary police regula- 
tions effective at that time or enacted in 
the future, to regulate inter-American 
traffic of vegetable and animal products, 
“must not have in their practical appli- 
cation the character of protective cus- 
toms measures.’ Ratification would 
likewise remove the constant irritant 
and barrier to a full and friendly under- 
standing which has existed for nearly 
ten years, and open the way for negotia- 
tions of a mutually beneficial trade pact 
which both countries have repeatedly 
protested is what each wants. 


Tue CUBAN SITUATION 


The case of Cuba is not so clear-cut 
as that of Argentina, but its implica- 
tions may be as dangerous in so far as 
the widening of the barter bloc in the 
Western Hemisphere is concerned. Re- 
ports are current that a three-way barter 


agreement between Germany, Cuba, and 
Mexico is being explored. All that 
Cuba has to offer is sugar, though po- 
tential] manganese and iron ore deposits 
are a factor. If Germany works out a 
plan to exchange machinery for Cuban 
sugar, the entire quota system whereby 
Cuban sugar has been protected in the 
United States domestic market may 
have to be readjusted. Likewise, Ger- 
many must curtail her takings of beet 
sugar from Eastern European barter 
markets. The startling thing about the 
Cuban case is that the matter could 
have reached the discussion stage. We 
certainly have been making what seem 
eleventh-hour rescue attempts. In re- 
cent months we have raised Cuba’s 
sugar quota, to the ire of other sugar 
interests. Then we offered to loan her 
a large sum of money. If any Latin 
American country could have been con- 
sidered as most surely with us in spirit, 
it was Cuba. If she fails us, of what 
Latin American country can we expect 
economic loyalty? 

The danger was made acute on Thurs- 
day, March 23 last, when, in a surprise 
move, the Senate sent to the House a 
bill to give domestic sugar producers a 
considerably larger share in the United 
States market. The President recently 
asked Congress to leave the quotas un- 
changed. The present law expires next 
year. The Sugar Act divides our mar- 
ket among domestic, territorial, and 
foreign producing areas by means of 
quotas. Our needs have been estimated 
at about 634 million tons. If quotas 
and tariffs and benefits to beet sugar 
growers and the relatively small cane 
sugar producers were nonexistent, we 
have the word of Secretary of Agri- 
culture Wallace that a saving to con- 
sumers of $350,000,000 each year would 
result. The Secretary maintains that 
the domestic sugar industry is “sub- 
sidized” to this extent and the American 
user pays the bill. The Senate bill re- 
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duces Cuba’s quota by 200,000 tons. 
Ten years ago the island supplied 50 
per cent of the sugar consumed in this 
country. Quotas have cut this down to 
28 per cent. José Garcia Montes, Sec- 
retary of Agriculture in the Cuban Cab- 
inet, says the new Senate bill violates 
the reciprocity treaty in spirit and the 
good neighbor policy in fact. The 
island can grow sugar more cheaply 


-than almost any other region in the 


world; but because of the present low 
level of the world price of the staple, 
production costs are higher than selling 
price and Cuba is in the throes of a 
severe depression, ‘There is widespread 
pessimism there because the islanders 
had been led to believe that our tariff 
on sugar would soon be lowered in a 
revision of the reciprocity treaty. 


THE BRAZIL AGREEMENT 


But Argentina and Cuba are but 
symptoms of a deeper cause which must 
completely change our approach to 
Latin American markets and politics, 
for the two are inextricably mixed. In 
the days ahead we must approach inter- 
American relations with the mentality 
of a creditor nation. The great future 
problem of Latin America is that of un- 
exploited natural wealth, An existing 
problem has to do with relieving un- 
exportable surpluses. Germany and It- 
aly are helping to take care of the sec- 
ond in an appealing manner. We must 
find a way to take care of the first and 
help to handle the second in a new way. 
The situation calls for a redistribution 
of some of the sterile gold which we 
have put in vaults at Fort Knox, Ken- 
tucky. 


Viewed from this angle, the recent 


agreement with Brazil has a significance 
not yet grasped by the public. If the 
whole is finally approved by Congress, 
it will constitute one of the most revo- 
lutionary and forward steps yet taken 
by us in our trade relations with Latin 
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America. ‘The arrangement contem- 
plates the following three separate kinds 
of credit: first, a banking credit of $19,- 
200,000 will be guaranteed by the Ex- 
port-Import Bank to liquidate blocked 
balances of American exporters to Bra- 
zil and so lift foreign exchange control, 
thus expediting current transfers of the 
proceeds of the sales of American ex- 
porters and the earnings of American 
investors; second, a loan of $50,000,000 
in gold to the newly planned Central 
Reserve Bank of Brazil to permit that 
institution to stabilize the milreis; and 
third, the Export-Import Bank will fa- 
cilitate future exports of capital goods 
to Brazil from this country by guaran- 
teeing credits that in time may assume 
large proportions. In the event of final 
approval, the plan involves credits of 
considerably more than $100,000,000. 

The significance of the program, how- 
ever, does not arise from the sum in- 
volved, but rather from the fact that 
this may be a first step in a redistribu- 
tion of gold. Our Latin friends say they 
are forced to barter largely from lack of 
gold. For the same reason import and 
exchange restrictions arise. Even Ger- 
many, with a present supply of only 1 
per cent of the monetary gold in ex- 
istence, says barter was forced upon her. 
On March 8 last the stock of sterile gold 
in the vaults at Fort Knox, Kentucky, 
crossed the $15,000,000,000 mark—57 
per cent of the world’s supply of mone- 
tary gold. France’s share today is 11 
per cent, Great Britain’s, 7 per cent, and 
Italy’s and Japan’s less than 1 per cent. 
If the fundamental problem of Latin 
America is the exploitation of natural 
riches, this can be accomplished in the 
reasonably near future only by the use 
of gold and science. 

A careful reading of the Brazil agree- 
ment will show that this was in the back 
of the minds of some of the negotiators. 
Brazil wants us to help her to develop 
great rubber potentialities, and depend 
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more upon her when she can produce 
this and other products now bought 
elsewhere. It is implied in the exchange 
of letters that Western Hemisphere sol- 
idarity is not promoted by depending on 
far-off markets for tin and rubber, for 
example. With that in mind, the agree- 
ment provides for the sending of United 
States experts to Brazil who will study 
and recommend methods of diversifica- 
tion of production, and ways and means 
of absorbing unexportable surpluses by 
developing new markets both here and 
in Brazil. 

A meeting in Guatemala City of sec- 
retaries of the treasuries of the Western 
democracies, or high officials represent- 


`- ing them, was arranged for by the Lima 


Conference. Washington will be promi- 
nent in this gathering. Approval of the 
Brazilian agreement would undoubtedly 
call for its extension at the Guatemala 
City meeting. If adopted, this may 
mean that the new policy to fight barter 
by utilizing gold reserves, active and in- 
active, will be gradually extended to 
include the important trading nations of 
Latin America, beginning perhaps with 
Chile and Peru. 


DEFAULTS ON DEBTS 


Regarding defaults on existing debts, 
it was gossip in unofficial Washington 
circles that there was some impatience 
expressed by the negotiators from South 
America when the point was pressed too 
painfully by certain representatives of 
the Reconstruction Finance Corpora- 
tion. They replied privately that de- 
fault was not repudiation, and that the 
present crisis in inter-American com- 
mercial affairs would never be settled by 
the “pound of flesh” philosophy. They 
accused some of our people of being 
shortsighted and trying to solve the seri- 
ous problem in the atmosphere of “a 
debtor nation mentality,” whereas real- 
ity called for “a creditor nation” ap- 
proach, They recognized the political 
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expediency of the insistence of United 
States negotiators about taking care of 
debt service, but stubbornly maintained 
that activating and freeing present com- 
mercial exchange was much more im- 
portant economically; and, in the long- 
time view, aiding Brazil to develop her 
natural resources was the best insurance 
for bondholders. For that reason, it 
was said, nothing definite was arranged 
in the agreement about debt service. 
One tentative proposal was that sinking 
fund requirements on dollar bonds be 
taken care of, but that interest be paid 
in milreis which might be reinvested in 
Brazil. Any interest on such invest- 
ments might be accorded dollar trans- 
fers. Although unofficial, these reports 
emanated from sources considered trust- 
worthy. 


DEVELOPMENT OF TROPICAL WEALTH 


I should like to point out that nearly 
a century ago the phrase “manifest des- 
tiny” was a popular one with a certain 
type of politician in this country. It 
implied imperialistic designs on our 
southern neighbors, and failed because 
it was wrong. There is none of that 
sentiment left here now, but can we not 
have before us a new “manifest destiny” 
the goal of which will be a partnership 
with our neighbors to make useful to 
the world the great unexploited natural 
wealth of the tropics? 

Except for a strip five hundred miles 
long and three hundred miles wide in 
Argentina, certain sections of Chile, a 
couple of states in southern Brazil, and 
a waterless expanse in northern Mexico, 
the twenty countries of Latin America 
are in the tropics. In the new job ahead 
we must not fear being a bit unorthodox 
if we wish to win our objective, which is 
to maintain our position of dominance 
which we have held for the past quarter 
of a century. That, however, need not 
be our whole purpose. In accomplish- 
ing it we can, in partnership with our 
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southern friends, unlock the vast re- 
sources of the tropics which have lain 
dormant because up to now civilized 
men could not stand the climate or even 
reach much of the unexplored territory. 
We now manufacture climate with air 
conditioning. The conquest of the 
stratosphere has solved the communica- 
tions problem. Refrigeration preserves 
our food and rids us of the insect men- 
ace. : 
` The key to all this, however, is in 
Fort Knox, Kentucky, and it is a golden 
one. The conquest of these tropics for 
the benefit of the world only awaits in- 
telligent co-operation on the part of peo- 
ples of the three Americas. That, with 
a continuance and extension of our re- 
ciprocal trade program, in my opinion, 
is the real new approach called for if we 
are to make a Western Hemisphere sol- 
idarity a reality. Productively em- 
ployed and intelligently supervised 
credit, combined with a freer and saner 
exchange of those things which each re- 
gion is by nature best fitted to supply, 
is the method called for. 

The objection has been raised that 
were such a plan made effective the 
United States market could not, without 
serious disequilibrium, absorb the re- 
sultant output. In the beginning, at 
least, exploitation would be directed to- 
wards noncompetitive products such as 
rubber, vegetable oils, linseed, medicinal 
plants, hardwoods, tanning extracts, and 
many others, though undoubtedly in a 
generation or less we will gladly buy 

. the meats of the Latin American coun- 


tries, some of their wheat, and much 
more of their sugar. 


Tue Case or RUBBER 


One product alone might well initiate 
the program. From 90 per cent to 95 
per cent of the rubber used in the world 
comes from a tree native of Brazil. 
Years ago the English smuggled out the 
seed of the Para rubber tree, took it to 
the far-off Orient, and cultivated it sci- 
entifically in huge plantations. Today 
the British and the Dutch have a vir- 
tual monopoly on this product now so 
necessary to our daily life. Thomas 
Edison, before he died, saw the danger 
for us in this situation and spent his 
last years in an intensive search for a 
domestic plant which would yield the 
product which a hundred years ago was 
a laboratory curiosity. Today there 
are some thirty-five thousand uses for 
rubber, with more than four million em- 
ployed in an industry the leaders of 
which believe to be in its infancy. It 
now rises and falls with automobile sales. 

Though tires and tubes at present 
provide 65 per cent of the rubber con- 
sumption and sales, springs, shock ab- 
sorbers, furniture, sponge rubber for 
cushions and even mattresses, rubber 
laminated walls for houses, and rubber 
paving blocks are visioned for a time 
when volume production will sufficiently 
lower the price. The tropical lands of 
Central and South America can provide 
this. The large-scale development of 
the tropics is more than an economic 
possibility; it is an indicated necessity. 


James S. Carson is chairman of the United States 
Committee of the Inter-American Commercial Arbi- 
tration Commission, and vice-president and a director 
of the American and Foreign Power Corporation. He 
has been public relations representative for Latin 
America of the Electric Bond and Share Company 
since 1923, and vice-president in charge of public re- 


lations since 1932. 


Political Economy and the Industrialist’. 
By Morris E. LEEDS 


F WE define “industrialist” broadly 
to include bankers, lawyers, and en- 
gineers, as well as manufacturers and 
merchants, then industrialists should ac- 
cept a large share of responsibility for 
the functioning of the economic system, 
because they, more than any other 
group, actually control its operation. 

The depression brought demoralizing 
want in the presence of ample resources 
for wealth production, and large-scale 
unemployment while there was work 
crying to be done on every hand. These 
tragic anomalies, next to war the most 
terrible which come to our civilization, 
while they are the concern of all, should, 
I think, particularly shock and challenge 
the industrialist. They are glaring evi- 
dences of maladjustment in-the area of 
his chief activity—an area in which he 
has great power and influence. 

But the industrialist makes no such 
serious effort to understand and control 
economic forces as he does those of the 
physical world. The telephone indus- 
try, for instance, in order to perfect the 
equipment for transmission of speech, 
has organized magnificently to deal with 
the very difficult and complicated physi- 
cal and mathematical problems that 
were encountered. It has set up great 
laboratories, employing thousands of 
men, to which hundreds of thousands of 
dollars are appropriated annually. 

This thoroughgoing use of science and 
engineering by the telephone industry, 
while outstanding, is by no means 
unique. Technological research on a 
similar scale is, as you well know, car- 
ried on by the electrical industries, in 
the art of illumination, in photography, 


1 As an Associate Member of the Faculty, 
Morris E. Leeds originally delivered this ad- 
dress in expanded form at the University of 
Buffalo, March 21, 1939, 
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in steel, in the chemical industries, in 
the automotive industry, and in others. 
Such research is by no means limited to 
the big industries. A great many 
smaller companies carry it on in pro- 
portion to their size. The National Re- 
search Council lists over 1,600 industrial 
research laboratories in its 1931 report, 
and in another report states that 208 of 
the larger of -these reported total an- 
nual expenditures of $12,000,000. 


NEED FOR Economic RESEARCH 


Why should industry attempt under- 
standing and mastery through research 
and engineering in the field of science 
and technology, and yet make no simi- 
lar effort in the field of economics? It 
can scarcely be said that the latter is 
less important. Applied science and 
technology have added immensely to 
our wealth, and I, who have devoted my 
business life to the tools of research, 
would be among the last to minimize 
that contribution; but I can think of 
no aggregate of contribution that re- 
search in the physical sciences might 
have made during the last decade to 
equal that which an understanding and 
control of economic phenomena would 
have made. 

National income fell from some $80,- 
000,000,000 in 1929 to perhaps $40,- 
000,000,000 in 1932, and in the nine 
years 1930 to 1938 inclusive has aggre- - 
gated the prodigious sum of $220,000,- 
000,000 below what it would have been 
had the 1929 level been maintained. If 
instead of taking 1929 as the basis of 
comparison we assume a small annual 
increase of 3 per cent as normal, we find 
the loss to be over $320,000,000,000, 

When we contemplate that loss we 
must remember that it is not wholly 
measurable in dollars, Just as we can- 
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not measure in money the intangible 
values which physical research has 
brought to us—such as the health which 
comes with better dwellings and im- 
proved sanitation, the enlargement of 
horizon which the automobile has given 
us, the cultural opportunities which 
come with leisure—so we can make no 
money estimate of some of the depres- 
sion losses, the greatest of which I be- 
lieve to be the degradation of morale 
that inevitably comes with lack of op- 
portunity to earn a living. When mil- 
lions of our people must continuously 
for several years live on charity and in 
enforced idleness, the deterioration of 
the Nation’s moral fiber is very serious. 
It expresses itself in crime, in confirmed 
pauperism, and by making a great body 
of citizens to whom demagogues and 
alien theories of government can appeal 
successfully. 

Is it correct to say that these pro- 
digious figures of $220,000,000,000 and 
$320,000,000,000 are the measure in 
dollars of a Joss which greater knowl- 
edge and a willingness to be guided by 
it might have prevented? During that 
period in which we were incurring these 
vast economic and social losses we have 
had a superabundance of natural re- 
sources; we have had enormous unused 
plant facilities of all kinds for mining, 
manufacture, and transportation, to- 
gether with the capacity to build more; 
we have had millions of unemployed 
workers and an abundance of unused 
managerial and technical capacity; and 
we have had an immense amount of 
liquid capital available for use. Just as 
our unemployed workers have been 
desperately in need of work and ex- 
ceedingly anxious to find it, so have 
those who controlled our unused mate- 
rials and facilities been very desirous of 
finding employment for them and like- 
wise very often desperately in need of 
finding it. In view of all these re- 
sources, I cannot see that these huge 


losses can be attributed to anything but 

failure to operate our economic system 

with knowledge and competence; and so 

it seems clear to me that industrialists . 
cannot turn from the field of economic 

research on any plea that it is unimpor- 

tant. 

The relation of the physical sciences 
to industry differs very markedly in one 
respect from that of economics. Any 
individual industry can profit from its 
technological researches quite independ- 
ently of other industries, and indeed 
may gain a competitive advantage by 
reason of them. Economics, on the 
other hand, has to do with the industrial 
and social system as a whole; and while 
small individual gains may come 
through understanding it, the important 
gains will come to us nationally and col- 
lectively. This does not at all, in my 
judgment, absolve industry from re- 
sponsibility in this connection; but it 
does point to an organization of re- 
search on economics quite different from 
that which has been so successful in the 
physical field. Such research by indus- 
try must in some way be the joint en- 
deavor of nationwide industrial groups, 
because its results can become effective 
only through national law and national 
custom. 

Before considering this phase of the 
subject, let us bring our problem into 
sharper focus by a brief reference to 
one or two elements of our economy 
which will serve as examples of many 
that call for better understanding. 


FOREIGN TRADE 


Take first the amount of foreign trade 
which will be most advantageous for us. 
As this question is generally put, we are 
asked to assess the relative advantages 
of self-containment and world trade; 
but that is not logical, because we can- 
not get along without importing some 
things, such as coffee and rubber, which 
we do not produce. The real problem 
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is whether we should aim toward that 
minimum of foreign trade which will 
satisfactorily supply us just those things 
which we cannot produce, or whether 
we should seek a- maximum of world 
trade, exporting all that we possibly can 
and importing what may be necessary to 
pay for our exports. The fact that we 
must in the long run import as much as 
we export, obvious as it is, is just be- 
ginning to be recognized by American 
industrialists as a fundamental condi- 
tion of foreign trade. 

For the latter aim, that is, a maxi- 
mum of world trade, it may be argued 
that civilization has developed as com- 
‘merce has expanded; that only through 
.commerce can the diverse resources of 
different parts of the world and the 
skills of different races be developed and 
used to the best advantage of mankind; 
. that world trade makes for international 
understanding and world peace; that 
free exchange results in each country’s 
producing what it can produce to the 
.best advantage, and that world compe- 
„tition holds each up to its highest level 
of performance. 

On the other hand, it may be pointed 
out that world trade has frequently been 
the cause of war rather than the insurer 
of peace. Trade routes and trade op- 
portunities are coveted, eagerly com- 
peted for, and sometimes even fought 
for; and nations do not feel it safe to 
have extensive world trade without the 
protection of great navies. A country 
as richly endowed with raw materials 
as ours may well find both its wealth 
and its culture enhanced by carrying on 
internally all those manufacturing proc- 
esses by which these materials are con- 
.verted into their ultimate articles of 
use. 

. This gives the merest hint of the two 
lines of argument. It is not my purpose 
.to develop either to a conclusion or to 
sway you in either direction. I do want 
to point out that industrialists are not in 


agreement among themselves on this, 
question, and that our uncertain and 
vacillating policy has repercussions that 
are disadvantageous to many industries. 
It is probable that one of these courses, 
that is, either a maximum of world 
trade or a considerable limitation of it, 
will be better for us in the long run than 
the other. We should, by the most 
thoroughgoing and impartial investiga- 
tion and analysis, endeavor to find out 
which, and should then, by appropriate 
tariffs and other laws, plan consistent 
adherence to that course. 


GOVERNMENT AND INDUSTRY 


Another subject, much debated at 
present, has to do with the extent to 
which government should control or en- 
gage in industry. It is widely believed 
that one of the chief deterrents to a re- 
turn of prosperity is the threat of gov- 
ernment competition in the utility field. 
One of the worst aspects of that threat 
lies in its uncertainty. 

On the one hand, we have those who 
believe that the utilities have not been 
managed in the public interest as fully 
as they should have been, and that it 
is therefore desirable that government 
should exercise a fuller control over 
them and in some cases should actually 
go into the business of utility operation. 
This group includes few industrialists. 
On the other hand, we have the utility 
owners and managers, and with them 
industrialists in general, who believe 
that it will be most unfortunate for the 
government to engage in this or any 
other industry. 

Neither group has made the thorough 
investigation of the subject which its 
importance merits. The one dissatis- 
fied with private management makes the 
easy and uncritical assumption that gov- 
ernment would do better. The other, 
seeing a threat to what it believes to be 
its own interests, with which it identi- 
fies the interests of society, opposes gov- 
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ernment intervention with equally little 
critical analysis. 

The outcome of this clash of opinion 
is necessarily uncertain. It is unlikely 
that what is done under these circum- 
stances will properly guard the public 
interest, which is represented on the one 
hand by those who use the services of 
the utilities, and on the other by those 
many institutions and people who have 
put their money and life work into them. 
The halt in utility development which 
has resulted, reflects itself in the slow- 
down of a wide range of other industries 
which supply the utilities directly and 
indirectly with equipment and materials. 
Here again we have one of those tre- 
mendously important situations which 
are really entirely too difficult and com- 
plicated to permit of an easy solution. 


SOCIAL SECURITY 


Social security in the form of old-age 
pensions, unemployment compensation, 
and some health insurance, has recently 
been made a part of our public policy. 
There is, however, still much to be done 
to improve the forms of these laws. 
Although now enacted, they are excel- 
lent illustrations of the unpreparedness 
of business men to act with foresight in 
meeting new conditions. Many years 
after old-age pensions and unemploy- 
ment compensation had become ac- 
cepted and successful policies in Eng- 
land, the Scandinavian countries, and 
elsewhere, our industrialists as repre- 
sented in local and national chambers 
of commerce, in trade associations and 
other like bodies, contented themselves 
with attacks on such policies as un- 
American, and with misrepresentation 
of their European accomplishments. I 
am glad to remember in this connection 
a few able executives who were excep- 
tions, and who actively and construc- 
tively interested themselves in the sub- 
ject; but they were too few to justify 
qualification of that general statement. 


Throughout the public discussion, in- 
dustry was for the most part continu- 
ously in the opposition with criticism 
that was neither very intelligent nor well 
informed. The legislation came about 
as the result of social pressure, and was 
guided by people who were keenly 
aware of the need but had too little 
knowledge of industry. It seems clear 
to me that it would have been much bet- 
ter for our country if business had taken 
a different attitude, so that these laws 
might have been enacted earlier and 
might have had the benefit of sympa- 
thetic business co-operation in their 
drafting. 

In like manner one might refer to 
taxation, money and banking, the plight 
of agriculture, and other elements of 
our economy which vitally affect in- 
dustry and in regard to no one of which 
is there a generally held, well fixed opin- 
ion. Each is the subject of debate, and 
we do not find in regard to any that set- 
tled judgment which is necessary as a 
basis of action that is to be consistently 
pursued. : 


SIGNIFICANCE OF UNEMPLOYMENT 


I cannot pass on without re-emphasiz- 
ing unemployment as a sinister develop- 
ment which far too little engages the 
serious attention of the business world: 
Of course, everyone regards unemploy- 
ment as a misfortune, but few seem to: 
think of it as the outstanding index of 
failure to make our economy work stic- 
cessfully—as a disgraceful evidence of 
national business inefficiency, against: 
which, like the attack of a foreign en- 
emy, we should mass our brains and our 
money until we are made safe. Few 
seem to think it worth while. to assess 
the consequences of loss of morale which 
is the inevitable result of continued fail- 
ure to find significant work, and trans- 
forms honest workmen into paupers and 
criminals. As President Dodds of 
Princeton has wisely observed, we tor 
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little realize this as the ultimate tragedy 
of depression—that those willing to 
work but unable to find the opportunity 
are denied the chance to give life mean- 
ing by supporting themselves and their 
families by the skill of hand or brain, 
and so must know the despair of not 
being needed. 

I have pointed out that unlike physi- 
cal and chemical research, which can be 
profitably carried on by individual com- 
panies, research in the field of econom- 
ics must be a collective enterprise for 
the benefit of industry as a whole, and 
preferably supported by all industry. 
So relatively little has been done in this 
field that the means for successful ac- 
complishment have not yet been well 
explored. I shall now discuss some of 
the agencies and methods which might 
be used. 


An Economic CouNcIL 


There has been considerable talk 
about setting up a National Economic 
Council, and in connection first with a 
committee of the United States Cham- 
ber of Commerce and later with a simi- 
lar one of the Business Advisory Coun- 
cil of the Department of Commerce, I 
have had occasion to give much con- 
sideration to its possibilities. National 
economic planning challenges the imag- 
ination of those who believe that our 
economic life should be guided and de- 
veloped so as to minister more thor- 
oughly than it now does to the general 
welfare, In this country, however, the 
great majority of those who share this 
view do not want anything like that 
thoroughgoing government control of 
economic activity that Russia has in its 
five-year plans, or even that we had 
under the War Industries Board during 
war conditions. There is general con- 
sensus of opinion that any new agency 
or agencies which might be set up for 
planning should be advisory only, and 
that the execution of plans should be 


left with Congress, the state legislatures, 
and other existing governmental agen- 
cies. 

From a canvass of the many sugges- 
tions for providing such an economic 
council and a review of the experience 
of European countries which have ex- 
perimented with this idea, it appears 
that there are three main functions to 
be performed: 

1. Collection of economic data and 
statistics; 

2. Planning for the wise use and con- 
servation of natural resources, and in 
general for the physical development of 
the country; 

3. Making studies and giving advice 
in the field of economic policy, on such 
subjects as banking, tariff, taxation, con- 
trol of labor and industry, and others. 

To set up a single board with the 
competence, the independence, and the 
resources to perform these functions 
well for a country as great as the United 
States would be a formidable undertak- 
ing, and I have been forced to conclude 
that there are insuperable difficulties in 
the way of a National Economic Coun- 
cil set up on the grand scale which 
would be necessary. To cover all these 
vast subjects adequately would require 
a very large and very competent staff, 
under the most able management. I 
can think of no way of establishing and 
maintaining such an organization that 
would be at all likely to be successful. 
If it could be established it would have 
to have permanence and continuity, 
which would almost inevitably tend to 
make it become a great self-contained 
institution out of touch with the public 
and so failing to be a molder of public 
opinion, which should be one of its 
chief functions; for in our American 
democracy it would, as above noted, 
have to be purely an advisory body, 
without powers. Our already estab- 
lished agencies, Congress and the state 
legislatures, must continue to be the 
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agencies for giving policy the effective- 
ness of law. They are our national eco- 
nomic planning agencies, and we should 
not attempt to replace them or lessen 
their responsibility. Our aim should be 
to make them more competent by back- 
ing them with a stronger and better in- 
formed body of public opinion. The 
thought that one great national planning 
council might be the source of this wiser 
public opinion is an intriguing one, but 
it will not, I am convinced, stand thor- 
ough analysis. 

Congress might perhaps advanta- 
geously employ a small staff of econo- 
mists to assist in drafting economic leg- 
islation, but such a staff would have to 
be changed, in its leadership at least, 
with each shift of party dominance, be- 
cause it would be nearly useless if out 
of sympathy with the party in power. 


EXISTING AGENCIES 


The collection of economic data, sta- 
tistics, and so forth, is already being 
done on a vast scale by many govern- 
ment departments. It needs to be bet- 
ter co-ordinated and more thoroughly 
done. The fact that several depart- 
ments and many bureaus are engaged in 
this work leads both to duplications and 
to omissions. Industrialists and others 
have been unnecessarily burdened by 
having to reply to overlapping inquiries 
from diverse sources, which, because 
they are not co-ordinated, result in con- 
fusing statistics. To improve this situ- 
ation the Central Statistical Board was 
established by Congress in 1935, with a 
five-year tenure of office. It is 


directed to plan and promote not only the 
co-ordination but also the improvement, 
development and efficient operation, of the 
statistical services carried on under the 
auspices of the Federal Government, and, 
so far as may be practicable, of other sta- 
tistical services in the United States. 


The progress being made under this 


Board indicates that it should be made 
a permanent piece of governmental ma- 
chinery. 

Planning for the wise use and con. 
servation of the natural resources of the 
country has been carried on in recent 
years by the National Resources Com- 
mittee. A review of its activities im- 
presses one with the amount of work 
done, the usefulness of the data which 
it has assembled and published, and the 
small expenditure of money involved. 
Its successes are in part due to its en- 
couragement of state and regional plan- 
ning boards. There are now forty-seven 
state boards and a series of regional or 
interstate agencies whose existence and 
vigor are promoted by the Committee’s 
policy of decentralizing its work. The 
Committee’s success is further due to 
the fact that it has no powers except to 
make recommendations. The National 
Resources Committee is now acting un- 
der executive appointment and not by 
direct legislative sanction. I believe 
that it has both demonstrated the im- 
portance of work in this field and indi- 
cated the form of organization and the 
methods under which it can best be 
prosecuted, and that Congress should 
create a permanent National Resources 
Board, with similar responsibilities, to 
supersede it. 

Beyond this I think we should not 
go in attempting to set up a planning 
council on a national scale. 

For policy planning I believe we shall 
do better to develop the widely’ scat- 
tered agencies for economic investiga- 
tion which are already in existence. A 
cursory survey shows a goodly number 
of these. There are such well-estab- 
lished national agencies as the Brook- 
ings Institution, the National Bureau of 
Economic Research, the Commonwealth 
Fund, the Twentieth Century Fund, and 
the Falk Foundation; and then there 
are the economics departments of our 
universities, all of which are making 
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their contribution to the development of 
economic theory. Industrialists should 
keep themselves sympathetically in 
touch with these institutions, and where 
they are doing good work, should see 
to it that they have the necessary re- 
sources. These institutions are develop- 
ing the more fundamental and theoreti- 
cal aspects of the subject, which are the 
basis of sound practice. 


THE ENGINEERING METHOD 


There are also a number of institu- 
tions which concern themselves with the 
‘ practical application of economic funda- 
mentals, whose work is comparable to 
engineering in the physical world. I 
believe we need good “engineering” in 
economics fully as much as we need 
fundamental research. 
vinced of this that I want to say a 
word in regard to the characteristic way 
in which the engineer goes about his 
work. 

Engineers: have an approach and 
method which comprehends these es- 
sentials: 


1. A clear conception and precise 


statement of the objective to be 
achieved; 

2. A consideration, as thorough as 
practicable with available knowledge, 
of all the factors—be they physical, so- 
cial, or psychological—which will influ- 
ence, or may be employed in getting, 
the desired results; and on the basis of 
this knowledge, 

3. The formulation of the most effec- 
tive plans for achieving results that can 
be developed in the allowable time. 

This may seem to many to be little 
more than elementary common sense. 
Good sense I believe it to be, but com- 
mon I think it is not. In fact, taking 
these steps. all together I believe this 
approach and this method are uniquely 
characteristic of the engineer. Others 
may clearly conceive and precisely de- 
fine their objectives, but in practical af- 


I am so con-. 


fairs that is rare. Business men for the 
most part work in fields where expe- 
rience, tradition, and the pressure of 
circumstances serve to guide their plans 
and policies. Scientists weigh the facts 
pertinent to their subject perhaps more 
thoroughly than do engineers, but they 
seek perfection of classification and de- 
scription, extension of knowledge and 
theory, rather than the development of 
workable plans—and that is a highly 
significant distinction. Moreover, they 
are not controlled by a date on which 
the report is due, while the engineer is 
almost always limited in that respect. 


IMPROVEMENT OF EXISTING 
INSTITUTIONS 


We have a goodly number of insti- 
tutions which might well use the engi- 
neering approach and method, and, in 
fact, in a measure do use it. Their 
function in economics is at any rate that 
of the engineer. They undertake to 
formulate working plans based on 
knowledge and experience. 

The many organizations of business 
men which seek to influence legislation 
are in this sense engaged in economic 
engineering. Local and state chambers 
of commerce and the United States 
Chamber of Commerce are such, as are 
trade associations, the National Manu- 
facturers’ Association, and others. It 
is in these that thoughtful business men 
can probably exert their greatest influ- 
ence for good. Their aims, their num- 
ber, and the fact that they completely 
cover the country give ground for be- 
lieving that it is not new institutions we 
need so much as a wiser use of those we 
already have. Their methods will re- 
quire much amendment before they can 
qualify as satisfactory exponents of the 
scientific engineering approach which I 
have outlined. Too often they are now 
propagandists for preconceived ‘ideas 
rather than impartial searchers for 
truth, but itis gratifying to note that 
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there are recent distinct evidences of 
improvement in this respect. Much 
hard and intelligent work will be 
needed, however, to convert them into 
thoroughly useful instruments for the 
development of wise policy based on 
economic understanding. But, with a 
certain English writer, 


I have rio hesitation in believing that it 
is better for economists, statesmen, scien- 
tists and industrialists to endure the hard- 
ship of original thinking than that we 
should be intimidated by the difficulties 
into attempting to stop or put back the 
clock of human progress.? 


2 Harold Macmillan, The Middle Way. 
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Social Responsibilities of Business: A Labor View 
By Rosert J. WATT 


NDER present conditions business 
can fulfill its purpose only if it 
meets its social responsibilities. 

While I realize that such a general 
statement requires some qualifications, 
I firmly believe that no business can 
make profits for long unless the com- 
munity as a whole is healthy—economi- 
cally, socially, and politically, as well 
as physically. 

Despite the devotion of Hitler and 
Mussolini to the philosophy of the jun- 
gle, and their apparent success thus far 
in defying the decencies of civilization, 
I am convinced that the theory that 
might makes right is a doomed dodo in 
economics as well as in politics. Busi- 
ness cannot tolerate a return to laissez 
faire because it would only be a prel- 
ude to revolution. 

I also believe that the institution of 
private property and the motive of 
profit are as essential to the most for- 
lorn W.P.A. worker as they are to the 
plumpest plutocrat. 

I have little patience with and little 
fear of the bogeyman of communism, 
because I believe communism can in- 
spire hope only in the most downtrodden 
and exploited people. I say that, not in 
criticism of the Russian experiment, 
however much I dislike it personally, 
because I believe that the Russian revo- 
lution marked an overnight transition 
from the serfdom of the Middle Ages 
into the progress of an industrialized 
twentieth century. 

The leaders had to bridge over cen- 
turies of neglect and exploitation, and 
they made many serious mistakes in 
their progress. While probably seeking 
to benefit the individual, they ignored 
the spiritual needs and human appetites 
of the individual. They did not realize 
that man can be happy only as a man 


and not as a mechanical unit. And as 
soon as the jeopardy of aggressive fas- 
cism can be overcome and the physical 
equipment for service acquired, I be- 
lieve Russia cannot avoid developing 
the institutions of private property and 
individual liberty. 

The most effective insurance against 
the dictatorship of communism or fas- 
cism is the progressive development of 
the social responsibilities of business in 
the one democracy which has the physi- 
cal resources and the capable man 
power to accomplish that objective. 


PROFIT-MAKING 


As I said at the outset, the purpose 
of business is to make a profit, not 
merely in a boom year but rather as a 
steady, annual performance. As a labor 
man rather than an economist, I visual- 
ize the art of profit-making as the clear- 


- Ing of net gain by taking in more money 
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than it costs to operate. 

Operating costs include the purchase 
of raw material, the hiring of labor of 
all sorts, the upkeep of real estate or 
productive machinery, the payment of 
taxes, and the interest charges on in- 
vested capital or other borrowed money. 
Money can be taken in only by the sale 
of goods or services to customers able to 
buy. Low operating costs are of little 
value unless customers can be found to 
purchase and pay. 

To begin with, business has no right 
to a profit unless it earns that profit be- 
cause it performs some useful service. 
I say that regardless of whether you 
consider “business” as the ownership or 
the management. If the owners wish to 
hire a management, they should con- 
sider the wages either as a labor cost or 
as a sharing of the profit which other- ` 
wise would accrue to the owners. 
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Labor recognizes the right of the own- 
ers to earn a return on their investment, 
but we believe that they are entitled to 
that return only after legitimate operat- 
ing costs are met. If the owners have 
hired their borrowed money at an exces- 
sive rate, they should pay for their mis- 
take before considering themselves en- 
titled to a profit. 

And this seems important to me. If 
there is an oversupply of capital seek- 
ing investment, it is up to business to 
recognize that its return on investment 
must and should be low until business 
has restored a proper balance between 
supply and demand. 

It may be a social responsibility of 
labor today to attempt to “plow under” 
excess capital or else mark down the 
price tag on interest rates. Please do 
not misunderstand that suggestion. The 
phrase “plow under” does not neces- 
sarily mean waste. It may mean pres- 
ervation of fruitfulness and avoidance of 
erosion. 

Back home in New England, our old 
families believed it a duty to save 
enough on each year’s interest income 
to have a balance for reinvestment. 
That thrift was good social responsibil- 
ity as long as the community was hun- 
gty for capital for fruitful investment. 

Today, however, we seem to have 
money rusting in the bank when it 
should be in circulation where it could 
keep up a polish. And so I believe 
whatever capital is not needed for in- 
vestment should be plowed back into 
the soil of commerce rather than left in 
a tin box where it is socially idle. 

It seems to me that the primary social 
responsibility of business is to main- 
tain and increase the tempo of the cir- 
culation of money through which the 
economic health of the community is 
maintained. Each business man will 
doubtless declare his willingness to do 
so if he could only be sure his competi- 
tors would do likewise. My answer is 


that business men as a group will either 
have to find a way to do so on their own 
responsibility or accept a continuance 
of the pumping function of the govern- 
ment. Please note that I do not say 
pump-priming. That effort has proved 
insufficient and forced government to 
take on the job of pumping. 

I believe that a powerful progressive 
labor movement which would reflect the 
needs and interests of economic freemen 
is the only alternative to government 
control which this Nation can choose if 
it is to continue as a nation of freedom, 
equality, and justice. Government con- 
trol is a poor substitute, because it nec- 
essarily must be relatively inflexible and 
because the concentration of economic 
and social responsibility in a political 
framework pyramids so high that even 
the most capable executive must shud- 
der at the consequences of his every 
move. 

But now let me discuss the social 
responsibilities of business with respect 
to the several factors in operating costs. 


PuRCHASE OF RAW MATERIALS 


First is the purchase of raw materials. 
In this detail, social responsibilities are 
partially strengthened by legal man- 
dates. For instance, it is a social re- 
sponsibility not to purchase stolen 
goods, and the law brings its sanction 
to sustain the ethical principle! 

It should be a moral responsibility to 
pay a price for materials which reflects 
their value rather than the distress of 
the seller. Organized labor has long 
asked its members to insist upon a union 
label upon all goods as evidence that 
they were produced under decent condi- 
tions. During the dark sweatshop days 
of 1932, the Consumers League of Mas- 
sachusetts undertook a similar experi- 
ment and won the signed pledge of im- 
portant merchants to buy only from 
sources willing to certify that specified 
minimum wages and working conditions 
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had been observed. The next year the 
N.R.A. introduced a similar standard, 
unfortunately sabotaged on all sides, 
when the Blue Eagle emblem was sup- 
posed to indicate that minimum stand- 
ards had been maintained. 

Today the Walsh-Healey law imposes 
an ethical standard upon those who pro- 
vide materials to the Federal Govern- 
ment in amounts over $10,000. If 
business were willing to meet its social 
responsibilities, it would welcome a law 
requiring a certificate that its workers 
had not been exploited beyond specified 
standards. At least it should be a re- 
sponsibility of business to refuse to use 
sweatshop materials, whether from the 
child labor of beet fields or turpentine 
camps or from the fly-by-night chiseler 
who destroys property values by vir- 
tually stealing the services of labor. 


TREATMENT OF LABOR 


And there should be a heavier re- 
sponsibility upon business in the hiring 
of its own labor. It should be the so- 
cial duty of business to treat its em- 
ployees as individuals worthy of respect 
and fair treatment. We can have real 
democracy in America only when busi- 
ness looks upon labor as a legitimate 
partner in production, entitled to fair 
treatment and to a fair share of the 
fruits of production. 

I mean an equal partnership between 
management and labor, and not between 


capital and labor, because that ideal” 


means little or nothing today. Capital 
today rests in the hands of so many 
that there is no real control or responsi- 
bility among the shareholders. The 
voice of capital today is the voice of 
management, whether it be the insur- 
ance company presidents, bankers or 
brokers, or a mixture of all of them. 

I know of many textile mills in New 
England where workers spent twenty or 
thirty years under managements so stu- 
pid or shortsighted that they were 


forced to liquidate. Their sales pro- 
gram had been given to a New York 
agent, their mills given to a son-in-law 
or cousin to operate whenever he was 
not in Palm Beach or Europe; their ma- 
chinery had become obsolete, their 
buildings had grown old, but were still 
counted as real capital. And the same 
owners took out of the profits of the 
Northern mills the capital for establish- 
ing new competitive machinery in cheap 
labor sections of the South. After all, 
it was the workers that paid the costs 
of management. 

If we practice real social responsibil- 
ity we shall remember that a worker 
invests in the company by which he is 
employed something more vital and es- 
sential than a few dollars in capital. 
He is investing, if all goes well, a life- 
time of service. He cannot sell out 
and switch his investment elsewhere 
without writing off a heavy depreciation 
charge. Why should not the worker 
have a right to insist that the manage- 
ment exercise real prudence in its han- 
dling of his investment? 

Granted that the present large vol- 
ume of unemployment creates a “buy- 
ers’ market” as far as labor is concerned, 
I believe that the payment of decent 
wages to labor is more essential to busi- 
ness prosperity than the payment even 
of interest charges on indebtedness. I 
say this because business must consider 
its labor costs as contributing to the 
reservoir of purchasing power to a de- 
gree much greater than can result from 
the distribution of interest charges. 
This is an economic rather than a moral 
duty, and in my opinion it is essential 
to the maintenance of business activity. 

I realize that each business man prop- 
erly fears that he may be sabotaged by 
competitors if he maintains the wages 
of labor during a declining market. 
That is the most powerful argument 
from the business point of view for the 
organization of workers throughout each 
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industry into strong units for collective 
bargaining. 

In Great Britain, responsible employ- 
ers realize their kinship of interest with 
their workers in a stabilization of wages 
to prevent demoralization of prices. 
Consequently employers there actually 
urge workers to join their respective 
unions. They advertise to workers the 
advantage of union membership, in 
legitimate unions not controlled by them 
in any way—whereas in our country the 
Mohawk Valley Formula uses false ad- 
vertising to besmirch, block, or destroy 
the efforts of workers to establish real 
bargaining units. 

I hope industry will join with the La- 
Follette Committee in outlawing the 
dangerous practices revealed in its re- 
ports. The control of labor should be 
based on fair play, mutual understand- 
ing, and legitimate contracts, and mot in 
private armies or arsenals, stool pigeons, 
finks, or nobles, armed thugs, machine 
guns, or so-called “educational gas.” 

Among the other social responsibil- 
ities of business in its relations with 
labor are the faithful observance of the 
Wages and Hours Law and a compli- 
ance with the legal sanctions for the 
right to organize and bargain collec- 
tively. 

We ask real protection against in- 
dustrial disease or accident and ade- 
quate compensation for those who suf- 
fer accident or disease as a consequence 
of employment. We ask that employers 
realize that workmen’s compensation is 
a moral and legal duty to workers, and 
that they demand that their premiums 
purchase a maximum of protection. I 
wonder how many people realize that 
in my home state alone, employers 
spend some twelve million dollars on 
premiums yearly, but only thirty cents 
out of their premium dollar reaches the 
injured workman and his family. The 
rest of it goes to salesmen who can golf 
with the employer, or to investigators 


or lawyers who try to settle at a frac- 
tion of the cost or to stall until the 
worker surrenders, or to eminent spe- 
cialists who find it a lucrative practice 
to testify against the injured worker, 
or to the vice-presidents and presidents 
who manage this racket. 

I believe unemployment compensa- 
tion and old-age insurance are legiti- 
mate expenses of business, not as a tax 
but as a labor cost. And I believe that 
health insurance will some day find its 
place as a labor cost because it is in the 
interest of business to minimize sickness 
among workers and assist in their 
speedy and adequate recovery. 


UPKEEP OF PLANT, TAXES, AND 
INTEREST 


The social responsibility of business 
as to the third item of operating costs 
is a virtual legal liability today for a 
corporation. I mention it here because 
New England has suffered since 1920 
because the owners of many huge and 
once profitable factories had made no 
provision for the upkeep of real estate 
or machinery. The fact that many New 
England owners failed to provide any- 
thing for replacement of machinery 
when it would be worn out or obsolete 
was a major reason for the collapse of 
many textile plants. And the major 
sufferers were the workers who had de- 
voted their lives as low-paid workers in 
these plants and had earned large profits 
for the employers. The communities 
which had been built around those 
plants were left with a relief burden 
and no industry. 

On the subject of taxes, the social re- 
sponsibility is something which needs 
discussion beyond that which can be 
given here; but we can agree that taxes 
are essentially a sharing in community 
costs for services needed by the com- 
munity and authorized by the commu- 
nity. Present expenses of the govern- 
ment are high because the people require 
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more service from the government than 
formerly. Relief costs, for instance, are 
often denounced by spokesmen for busi- 
ness, but until and unless business can 
provide decent jobs and wages for the 
ten million now unemployed, they are 
both an investment and an insurance for 
business, 

Certainly a business which pays 
money for fire insurance, burglary in- 
surance, bonding of employees, fast de- 
liveries of freight, and similar items 
should be equally ready to pay the costs 
of fire and police departments, educa- 
tion of youth, and road building and 
repair, 

The other item in operating costs is 
that of interest charges on invested capi- 
tal or other borrowed money. There is 
a social responsibility for prudence and 
integrity in maintaining obligations, and 
American business has shown no exces- 
sive zeal in fulfilling these obligations 
except as an excuse for wage cuts. 

I should think that the prevalence of 
idle capital today necessitates either a 
more active spending program by those 
who have capital or a lower price based 
on the large supply and low demand. 

Business should not consider the earn- 
ing of interest charges as an excuse for 
wage cuts. During the depression many 
businesses showed repeatedly that heavy 
layoffs or wage cuts would be chosen in 
preference to inability to meet dividend 
charges, despite the demoralization in 
purchasing power which that action 
helped to create and which in turn made 
it more difficult for them to keep enough 
business to meet these so-called fixed 
charges. 


SOCIAL RESPONSIBILITY AFFECTS 
PURCHASING POWER 


The social responsibility of business 
in connection with operating costs has 
a direct relationship to its ability to 
make a profit, because it directly influ- 
ences the extent to which potential cus- 


tomers are able to buy the goods or 
services of business, 

The shorter work week proposal of 
the American Federation of Labor has 
been scorned by many people, but I 
have seen no constructive suggestions 
from them except the vague hope that 
lowered production costs of long work 
weeks will somehow create purchasing 
power. May I remind you that prices 
were never lower for a generation than 
those which existed in 1932 and early 
1933, and business nearly died during 
that same period. 

Under our intricate, closely woven, 
and mutually dependent economic sys- 
tem, business is dependent on spending 
by those who can and will spend the 
money promptly. We depend upon a 
rapid circulation of goods and services 
between highly specialized units in 
farm, factory, transportation, and mar- 
keting. This circulation has been so 
faulty that technological progress has 
had a disastrous effect upon millions of 
our people, and I submit that the lack 
of social responsibility compels us to 
face the problem of ten million idle peo- 
ple vainly seeking work, while farmers, 
industrialists, and merchants vainly seek 
a market. 

Labor men are regarded as poor 
economists, but at least we can feel the 
pains of an economic illness which the 
professional economists have shown a 
great inability either to diagnose or to 
remedy. 


POLITICAL RESPONSIBILITIES 


Now I want to say just a little about 
the responsibilities of business in the 
field of politics or government or diplo- 
macy. 

Contrary to what a big brass hat 
who draws a $6,000 pension as a re- 
tired general told the Sentinels of the 
Republic in Boston recently, our Nation 
is a representative democracy! While 
his vicious remarks as to his own Com- 
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mander in Chief may be dismissed as 
the utterances of a bigoted snob, the 
fact that an audience of three hundred 
business men, lawyers, trustees, corpora- 
tion directors, and assorted flag-wavers 
could be found in Boston for such a dia- 
tribe of racial prejudice, political sub- 
version, and economic nonsense is an 
indictment against the level of intelli- 
gence in the state of Massachusetts. 

One of the most serious responsibili- 
ties which business faces today, as a 
civic duty and as a matter of self- 
preservation, is to stop its sabotage of 
American institutions. Today the world 
faces the greatest menace of modern 
times to free institutions, democratic 
ideals, and the spiritual, social, eco- 
nomic, or political heritages of the indi- 
vidual. 

Anyone with common sense knew the 
dangers involved in the pagan philos- 
ophy of the Nazis a year ago or two 
years ago or three years ago. It was 
not necessary for Hitler to fly a pirate 
flag to warn an intelligent person that 
the natural evolution of a pagan dic- 
tatorship could only be the ruthless 
trampling of any unarmed person or 
unprotected property in his path. Yet 
many of our Senate statesmen and Wall 
Street financiers ignored the grim reality 
of Hitler and shouted “wolf” at the 
leader of our democracy, who had saved 
them from destruction in 1933 and who 
had taken them out of hock without 
asking a bond for good economic be- 
havior in the future. 

I say, therefore, it is a social responsi- 


bility of business to stop fouling its own 
nests. Let the tycoons of America re- 
joice that their efforts to find a leader 
on horseback have failed. By that 
failure they have preserved their prop- 
erty, protected their own liberty, and 
saved their own skins. Hitler rose to 
power because some shortsighted, labor 
hating, wealthy industrialists financed 
his rabble-rousing. Today his backers 
have mostly disappeared, stripped of 
position and power by the slimy crea- 
ture they hired for their own selfishness 
and bigotry. 

It is a social responsibility of Ameri- 
can business as a whole to put an end 
to the long campaign of sabotage and 
slander which a portion of the business 
world has waged against the foremost 
defender of democracy and the capi- 
talistic systems in the world today. 


PRESERVATION OF OUR HERITAGE 


It is the responsibility and duty of 
business men to enlist in a campaign to 
preserve our representative democracy 
by giving to more than a hundred and 
twenty million Americans a full share in 
the operation and fruits of the magnifi- 
cent economic democracy which we can 
build here together, 

The heritage of freedom and equality 
under a representative democracy is one 
of the richest inheritances which any 
people has ever enjoyed. It is our task 
and your task not to squander that in- 
heritance. Labor joins with business in 
the responsibility of safeguarding that 
inheritance for today and tomorrow! 


Robert J. Watt is the American Workers’ Delegate 
to the International Labor Organization, Geneva, Swit- 
zerland, and was a member of President Roosevelt's 
Commission to study labor conditions in England and 
Sweden in 1938. He was secretary of the Massachu- 
setts State Federation of Labor for seven years, and a 
member of the Unemployment Compensation Commis- 
sion in Massachusetts for two years. 


Social Responsibilities of Business: A Manager’s View 
By A. P. YOUNG 


OR aeons of time man struggled in 

an amazing combat with the forces 
of nature to maintain life and continu- 
ity. All his efforts were absorbed in 
‘the primordial task of securing food, 
warmth, and shelter for himself and his 
family. The characteristic of this era 
was scarcity. Indeed, it is a wonder- 
ful testimony to the power of the human 
spirit that it overcame all the physical 
objects and material forces which were 
bent on its destruction. Through over- 
coming these resistances, the spirit of 
man was enriched and exalted. 

The advent of the scientific era of 
observation, analysis, and deduction 
around the eleventh century marked 
decisively and objectively the evolu- 
tionary path of man. In the latter part 
of the eighteenth century, Watt’s steam 
engine caused this path to begin to 
widen into a highway of scientific and 
mechanical progress. It gave birth to 
mechanized industry, but more impor- 
tant still, it gave man a vision of a 
World State where all the work could 
be done by power-driven machines. 

This state we are fast entering. We 
have begun to push open the door con- 
necting the long and dismal corridor of 
scarcity with the magic and—if we will 
it—celestial hall of plenty. But the 
transformation has come so suddenly 
that man trembles at the doorway lead- 
ing to the new era, with fear and uncer- 
tainty, as the conviction grows that a 
new birth of human relationships is the 
. prerequisite to the garnering of the 
abundant fruits of scientific mind intel- 
ligence. l 

A new birth always means travail. 
In the year 1939 that travail is broad, 
deep, and ever widening. Man is at 
the crossroads of his fate. He must 
choose decisively between the two alter- 
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natives which recent happenings have 
forcibly and dramatically placed before 
him—Christ or Antichrist. The travail 
will be integrated to some good purpose 
if he makes the right choice, so that the 
Christlike spirit can prevail to harmo- 
nize, unify, and beautify the greatest of 
all the arts—the art of living. 


MAN AND THE MACHINE 


Human activity the world over has 
three broad divisions: growing things, 
making things, transporting things—a 
trinity of “doing things” which gives a 
cameo of the world’s economic and busi- 
ness structure. Permeating every fiber 
of this complex structure is movement— 
movement of brains and hands; move- 
ment of materials; mevement of ma- 
chines; and movement of goods and 
services to the community. We see a 
huge industrial grid system, through 
which service in a great variety of forms 
is flowing from myriads of generators to 
the nation and those overseas served by 
this activity. 

Right at the center of this wonderful 
materialistic edifice, which has been es- 
tablished through the impingement of 
the scientific mind on materials, ma- 
chines, and processes, we have MAN. 
During the early stages of the industrial 
revolution little attention was given to 
this primordial element, man, and no 
thought to the social reactions generated 
by the onrushing tide of mechanized 
industry. A second, and much more 
important, industrial revolution is in 
process at this grave moment in human 
history. It owes its inception to the 
growing realization that man himself is 
the most important entity in this whirl 
of material complexity. Unless we are 
clever enough and wise enough and hu- 
man enough to direct business and in- 
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dustrial activity along the path leading 
to greater liberty, greater life, and 
greater happiness of man himself, then 
we are clearly on the wrong track. A 
business structure based on capitalism 
or any other ism will not endure unless 
these great (though simple) human ben- 
efits are secured to the full by every 
member of the business team. 

Man at heart is a spirit, and this part 
of his being partakes of God. Most of 
the troubles which now afflict the world 
arise from the fact that while the scien- 
tific mind and the effects of scientific 
thinking in all fields of human endeavor 
have advanced at a phenomenal rate, 
there has been a steadily increasing lag 
in the evolution of the spiritual nature 
of man. The great problem facing the 
world is to reduce this lag, which can 
be done only through an ever widening 
concentration on the part of business, 
and, indeed, by all sections of national 
life, on the need to anchor human ac- 
tivity decisively to basic Christian prin- 
` ciples. Drawing on my engineering ex- 
perience, I would say that a new tech- 
nique of human engineering dedicated to 
the principle of the divine law of love— 
surely the most practical and dynamic 
principle in human relationships—is the 
instrument (and the only instrument) 
which can save humanity . from itself. 


What do we mean by love? It is the | 


expression in our human relationships 
of the Christian way of life. That great 
Scottish divine and philosopher, Henry 
Drummond, in a most beautiful essay 
written sixty years ago, tells us that the 
greatest thing in the world is love. His 
spectrum of love has nine ingredients: 
_ patience, kindness, generosity, humility, 
courtesy, unselfishness, good temper, 
guilelessness, and sincerity. 

These are simple human traits which, 
when manifested, will do much to dispel 
difficulties. Just visualize for a moment 
this spectrum as illuminating the de- 
liberations of representatives of labor 


and management who have met to settle 
grievances. In such a psychological at- 
mosphere, I venture to predict that a 
spirit’ of good will cannot fail to com- 
pound divergent views and lead to a 
happy and just solution of the diff- 
culties, ` 

Henry Drummond tells us in this 
same essay that these attributes of love 
“make up the supreme gift, the stature 
of the perfect man. Religion is not a 
strange or added thing, but the inspira- 
tion of the secular life, the breathing of 
an eternal spirit through this temporal 
world.” 

Christianity is something not con- 
fined to churches, prayer books, or even 
Bibles; it is a living spiritual force 
which can activate and actuate every 
one of us every moment of every day. 
Christianity manifests itself, and can 
only manifest itself, in a living human 
being. It is expressed by his mode of 
life; in his human relationships; in his 
thinking and actions; in his attitude of 
mind; and above all, in the spirit of his 
endeavor. 

Our problem is to make Christianity 
and business mix. , Oil and water do 
not mix. I am credibly informed that 
water and whiskey do. They have a 
common nature—I might even say a 
“spiritual” affinity—-one for the other! 
So with Christianity and business. 
There must be a common spirit—a 
spirit in business which is a reflection of 
Christian principles. If you should be 
so unfortunate as to find yourself in a 
business where such principles do not 
appear to be recognized, then work as 
far as lies in your power to radiate the 
Christian spirit. You may not think it, 
but it will have its effect, and if others 
do likewise the result in the course of 
time may be surprising. We are all in- 
clined to overlook the inductive influ- 
ence which one human being exerts on 
other members of his particular group, 
whether it be large or small. Henry 


88 Tue ANNALS OF THE AMERICAN ACADEMY 


Drummond, whom I find a source of 
inspiration in these days of stress and 
strain, said in one of his famous essays: 
“By far the greatest thing a man can 
do for his city is to be a good man.” 


SOCIAL IMPLICATIONS OF 
MANAGEMENT 


The hub of any business structure is 
management. The social responsibili- 
ties of a business will be realized only 
in so far as management is, first, con- 
scious of its functions and, second, has 
a Clear understanding of the social im- 
plications of its work. 

In its highest sense, management is 
simply the government of an industrial 
group so that it can best achieve the 
purpose in view. But what purpose? 
To pay the highest possible dividends to 
the shareholders, regardless of all other 
considerations? Or to pay the highest 
possible wages to the employees irre- 
spective of other obligations? Or to dis- 
regard both shareholders and employees 
and concentrate solely on giving maxi- 
mum benefits to the customer? No, 
there must be balance in our industrial 
objective, and these desirable purposes 
should be viewed as constituent parts of 
a common purpose to give maximum 
service to the community. 

This thing we call mechanized in- 
dustry is still very young—less than 


two hundred years old. It has hardly ` 


reached its teething stage when viewed 
as a growing and living organism against 
the background of human evolution. 
Like all growing things, it is subject to 
change, both of texture and of purpose. 
In early stages of industrial evolution 
the major concentration was on the 
profit objective. Little attention was 
given to human values within the four 
walls of the factory. But for a few vi- 
sionaries like Robert Owen, the social 
reactions generated by the factory sys- 
tem of mechanized industry were a 
thing apart. Individualism was ram- 


pant, and while during the nineteenth 
century Great Britain made phenomenal 
industrial progress, the wealth thus cre- 
ated passed into relatively few hands 
and was not sufficiently spread to ele- 
vate in any appreciable degree the 
standard of life of the people. 

There has been a definite change of 
viewpoint since the war, and the growth 
of a co-operative spirit as between so- 
called employees and employers, di- 
rected to the common purpose of service 
for the common good, is silently effect- 
ing a second industrial revolution. It 
is abundantly clear that if the best re- 
sults are to flow from any form of in- 
dustrial enterprise, the maximum degree 
of co-operation must exist between all 
partners. Broadly, the partners are: 
labor, management, capital, and cus- 
tomers. 

These four teams of partners are all 
needed, and no one team should be in 
a dictatorial position. The guiding 
principle of optimum results must be 
planned co-operation directed to the - 
common objective of maximum service. 
Planning, teamwork, and service are 
the three golden keys which can unlock 
the door leading to a more enlightened 
and balanced industrial future. Bal- 
anced industrial progression means, in 
terms of money, the maintenance of a 
just and proper balance between three 
vital factors: wage level, price level, 
and dividend level. 

Management is the technique of gov- 
erning the complete industrial team so 
that the best results may be secured. It 
is somewhat of a science, but more 
largely an art. Because in its highest 
sense it is a process of government, the 
basic principles of democracy must be 
most carefully followed if the very best 
results (which all who love freedom be- 
lieve can come only from a democratic 
system of control) are to be realized. 

In this sense enlightened management 
is largely an educational and psychologi- 
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cal process of control. As I see our in- 
dustrial future, it will achieve its great 
potentiality for good in future years 
only by striving to base all its policies, 
plans, and programs, on two cardinal 
purposes: “the making of good things, 
and the making of good men.” The 
technique of management will evolve 
more and more in the direction of, first, 
creating an industrial atmosphere in 
which the co-operative spirit can fruc- 
tify, and second, through its forward 
planning and system of group control, 
striving to draw from each individual 
member of the team the best service of 
which he or she is capable. The suc- 
cessful manager of the future will have 
to combine within his personality the 
intangible attributes of the teacher, the 
preacher, and even the artist. He will 
wield his power not in any dictatorial 
or fussy fashion, but imperceptibly and 
intangibly, in the spirit of the eternal 
truth: “He who would be great among 
you shall be your servant; and he who 
would be first among you shall be the 
bond servant of all.” 


INDUSTRIAL SERVICE 


If I try to give you a detailed picture 
of what I mean by industrial service I 
will, in doing so, elaborate my views of 
the social responsibilities of business. 
First let us get a broad and concise pic- 
ture of our industrial structure. In 
Great Britain, for example, there are 
some 165,000 units of production, the 
great majority employing fewer than 
100 workers. But with each unit there 
is a flow of service as follows: 


PRODUCTIVE) > 
EARTH ee } CUSTOMER 


© There is interconnection between these 


unit distribution lines—in effect, a huge 
industrial grid system serving in diverse 
ways the whole community. 

Consider for a moment any industrial 
unit of production in this hypothetical 


industrial grid system. I could liken it 
to a wheel of which the hub represents 
the management factor; the spokes, la- 
bor, in its great variety of forms; and 
the rim, capital. A belt driven by the 
wheel might represent the flow of serv- 
ice to the particular team of customers 
who purchase the products of the unit. 

Now, the industrial service generated 
by the human activity within the unit 
has two main components: centripetal 
service and centrifugal service. 


Centripetal service 


Centripetal service is the component 
flowing inwards to benefit the complete 
industrial team of workers comprising 
labor and management. It should take 
the form of good and safe working con- 
ditions; good and clean layouts; the 
best productive equipment available for 
the manufacturing and other processes 
involved; good supervision; a healthy 
working atmosphere both in physical 
and psychological sense; the highest 
possible wage level commensurate with 
the maintenance of that balance to 
which I have referred; and likewise the 
shortest possible working hours. In 
fact, management should incessantly 
strive to supply all these things and 
many others, especially in the field of 
guarding human depreciation through 
schemes for giving continuity of work; 
holidays with pay; pensions; and the 
like. There must be constant endeavor 
to elevate human values in every part 
of the human structure coming under its 
control. 

Management should aim at making 
happy workers, so that in addition to 
material gains there will be those in- 
tangible gains, of greater intrinsic value, 
flowing from an elevation of the human 
spirit. I always feel that one of these 
is that great inner satisfaction which can 
come to each individual worker through 
knowing and feeling that he has accom- 
plished his day’s work in the best pos- 
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Sible way—that his personality has ex- 
pended its distinctive power of service 
in a truly satisfying manner. 

A happy spirit of co-operative en- 
deavor based on a plan made known to 
the team, so that all its members can 
take a live interest in its achievement, 
can do much to secure these results. 
Industry is rapidly becoming a great 
educational force. If we admit that 
self-education in its widest sense is one 
of the most pressing needs of this mech- 
anistic era, then the management which 
recognizes this particular responsibility 
can, through its government of an in- 
dustrial group, make a considerable 
contribution to this social aim. 


Centrifugal service 


Centrifugal service is that part of 
the service which flows outward along 
three main paths: (a) to the suppliers 
of the various raw materials used by the 
productive unit; (b) to those who have 
supplied the capital which takes the 
physical form of buildings, equipment, 
and work in process of manufacture; 
and (c) to the customers. 

To the suppliers of raw materials this 
service should manifest itself in a happy 
spirit of co-operative endeavor, based 
on the common purpose in view—to 
give maximum service to the ultimate 
customer. 

To the shareholders, the service 
should’ take the form of a just return 
on the investment, having in mind the 
supreme need to maintain the economic 
balance referred to. 

To the customers, the service should 
take the form of the highest quality 
product, sold at the lowest possible 
price, and delivered at the right time. 


Service to the customers 


According to my experience, much 
can be done to develop the co-operative 
spirit throughout the industrial team by 
concentrating its efforts on the common 


and impersonal objective of service to 
customers. While we know full well 
that the customer is not always right, it 
is good from a psychological standpoint 
to assume that he is, so that the neces- 
sary stimulation coming from this atti- 
tude of mind can permeate the team, 
thus inspiring it to improve its effi- 
ciency as a productive unit. 

The service given to the team of cus- 
tomers by the product flow may be di- 
vided into three important parts: (a) 
the-quality of the product; (b) the cost 
of the product, which in turn controls 
the selling price; and (c) the timing of 
the product. 

The quality of the product is con- 
trolled by many factors, such as the effi- 
ciency of the design; the quality of the 
materials used in its manufacture; the 
standards of inspection set for every 
stage of the manufacturing process; and 
finally, the degree to which a sense of 
quality permeates the operating team. 

The cost of the product is determined 
by the design, the layouts, the manu- 
facturing methods, and the efficiency of 
the managerial control. 

Finally, the timing of the product is 
fundamentally dependent on the extent 
to which the organization as a whole 
views its timing obligations to its cus- 
tomers. When this timing obligation is 
placed in’ the foreground of the manage- 
rial policy, you will usually find that a 
carefully devised scheme of planning and 
budgetary control has been evolved to 
enable the operating team to meet this 
obligation without undue stress or strain. 


SUMMARY 
Management in its highest sense is 
largely a process of governing an indus- 
trial group so that the standards of 


-achievement may ever be maintained at 


the highest possible level. These stand- 
ards naturally fall in two main divi- 
sions: human ‘standards and product 
standards. 
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Human standards 


The team must be governed so that 
there is a maximum degree of co-opera- 
tion throughout the group, directed to 
the common purpose of securing the 
maximum service both inflowing and 
outflowing from the efforts of the group. 
In striving to achieve this result, man- 
agement must ever be conscious of the 
supreme value of human personality. 
It will then endeavor to formulate its 
plans and policies so that each member 
of the operating team may have the 
fullest opportunity to contribute that 
service of which he or she is capable, to 
the great common purpose in view. 


Product standards 


A constant endeavor will be made to 
elevate the product standards contin- 
ually through a growing concentration 
on research, development, engineering, 
and production technique. The stand- 
ards of inspection will be set at a high 
level both for the inflowing materials 
and at every step in the complex manu- 
facturing process. Through education, 
action will be taken by management to 
inculcate and develop a quality sense 
throughout the whole manufacturing 
team. A measure of this sense is af- 
forded by the degree to which all the 
workers, individually and collectively, 
feel that they can be truly satisfied only: 
in the knowledge that they have con- 
tributed to the production of a superla- 
tive product. 

I can illustrate what I mean here by 
recalling a conversation I had with Rob- 
ert Bosch some years ago. Robert 
Bosch is the greatest industrialist in 
Germany, and has during the past fifty 
years built up an organization that is 
renowned throughout the world for the 
superlative quality of its products. I 
wished to ascertain the fundamental 
reason for this outstanding success, and 
Robert Bosch said to me in very simple 


language: “When I first started to make 
a high tension magneto I set out to do 
the job in such a thorough way that no 
one afterwards could come to me and 
say that I had done a bad job of work.” 

In other words, Robert Bosch set 
high standards—both human and mate- 
rial—at the beginning of his career, and 
has maintained them ever since. His 
desire to hold aloft these standards has 
at every stage of his career dominated 
any desire for making profits. Truly 
the profits have come, and have been 
used by him mainly in expanding his 
business and elevating human values 
throughout the human structure which 
he controls. I think this will always 
happen when the primary objective is 
right, but it should be noted that in the 
case I have cited the profits have come 
rather as a secondary effect produced 
by a primary concentration on a much 
higher and finer objective, namely, the 
giving of maximum service to the com- 
munity which his organization is des- 
tined to serve. 


INDUSTRIAL PLANNING 


If we can visualize a condition where 
the kind of management that I have 
tried to portray for you is actively op- 
erating in the tens of thousands of pro- 
ductive units embraced by a nation’s | 
industry, then I think there will nat- 
urally arise from this state of affairs a 
burning desire for those organizations 
concerned with giving the same kind of 
service to come closer together as a co- 
operative team. I believe that present 
trends in Great Britain are moving in 
this direction, and that eventually those 
industries concerned with the same kind 
of service are bound to be brought closer 
and closer together. The competitive 
spirit, useful up to a point, might then 
be replaced by a co-operative spirit 
which, while maintaining the industrial 
personality of the individual units, will 
incessantly strive to improve the service 
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which the whole industry is giving to 
the community through keen competi- 
tion to elevate human and product 
standards. 

This kind of thing is beginning to 
happen now in the British textile, steel, 
and coal industries, and has already ex- 
isted in high degree in the electrical 
industry. The growth of such a spirit 
of co-operation among the individual 
units in an industry should eventually 
lead to the stage where there would be 
greater co-operation among the basic 
industries of the country. The final 
outcome of this trend would be, as I 
see it, the formation of some kind of 
industrial parliament, securely anchored 
to the basic principle of democratic con- 


trol which I stressed at the beginning.. 


It may take a generation or more for 
this vision to become a reality, but I 
am personally satisfied that something 
on these lines will have to develop if we 
are to retain in the highly mechanized 
world which faces us, the so-called capi- 
talistic system within the framework of 
a democratic form of government con- 
trol which recognizes complete liberty 
for human thought and human person- 
ality. 

The stage is set in tragic fashion for 
a combat between those nations which 
believe that might is right and those 
others nurtured on the democratic prin- 
ciple, which believe that right, in its 
highest sense, is might. While the 
struggle in the final analysis concerns 
governments, it is clear from the anal- 
ysis of the industrial picture that I have 
attempted to give you that there rests 
on industry a very great and grave re- 


sponsibility. When all is said and done, 
industry in all countries is rapidly be- 
coming the dynamic core of national 
life. From it radiates the wealth, the 
well-being, and in large degree the hap- 
piness of all peoples. The swift devel- 
opment of an enlightened managerial 
technique on an international plane can, 
therefore, through fostering an attitude 
of mind which is directed to the great 
human purpose that lies behind indus- 
trial effort, do much to solve the prob- 
lems which are now distressing all peo- 
ples. 

Progress can be made only along the 
path visualized through education. At 
heart, all our industrial problems—and 
indeed the world’s problem—are educa- 
tional ones. For this reason one whole- 
heartedly welcomes the effort taking 
place in the great democracies to secure 
greater co-operation between educa- 
tional and religious groups, as well as 
industrial. The need for apprentice 
training schemes carefully adapted to 
the requirements of the particular in- 
dustries concerned was never greater. 
Only in this way, and through the co- 
operation of which I have spoken, can 
the young people now flowing into in- 
dustry be trained to meet in a Christian 
way those wider responsibilities which 
will be theirs when they are privileged 
to wield managerial power. ‘Thus, and 
only thus, can the machine be brought 
under the complete control of man and 
used only for those purposes which have 
their roots in the finer impulses of the 
mind and spirit—impulses which par- 
take of God, the giver and ruler of 
all. 


Arthur P. Young, O.B.E., is general manager of the 
British Thompson Houston Corporation, Rugby, Eng- 
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By CLARENCE K. STREIT 


ODAY the problem of securing 

democracy in the Americas—and 
by democracy I mean individual free- 
dom above all—is, like the question of 
securing peace and prosperity, a prob- 
lem, it seems to me, in organizing effec- 
tive world government. With frustra- 
tion for mainspring, the pendulum of 
world political thought on this problem 
has been swinging between extremes 
that have proved equally impractical— 
that of trying to let each nation move 
as it pleases, and that of trying to get 
all the nations to move together. 

Like nearly everything that happens 
these days, the recent Lima Conference 
was symbolical of the failure of both 
extremes. From the one side came the 
Latin American republics which had 
tried the League of Nations solution 
and, disappointedly, turned to Lima 
with various plans and hopes of getting 
there what they had failed to get at 
Geneva. From the other side came our 
own country. The youngest adult in- 
habitant can remember when it was 
pretty confidently assumed here that 
the United States was big enough to 
stand alone, that we were not really a 
part of the world, but a world apart. 
That was not quite the spirit in which 
we went to Lima. There was a feeling 
around then—and it has not lessened 
since—that our safety and freedom re- 
quire at least the whole Western Hemi- 
sphere to be safe and free from totali- 
tarianism. 

It is true that there remain some who 
say that we can get along alone, who 
even maintain that our democracy is of 
such a superior and untouchable quality 
that the only way we can maintain it is 
to keep it aloof from all others, includ- 
ing what these people love to call the 
“so-called democracies.” When one 
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pins down these die-hard isolationists, 
however, on how we are to maintain our 
democracy alone, the answer boils down 
to more and more armaments and more 
and more governmental interference in 
our lives—more and more centralization 
of power. They are ready to make us 
dependent on our own government on 
the pretext that we can keep independ- 
ent of other governments. They would 
save democracy from a foreign foe by 
betraying it unwittingly to a domestic 
foe. 

It may be that we can keep out of 
war as they say—I do not believe it— 
but we certainly are not escaping the 
effects of the rise of absolutism in the 
Old World, nor can we escape the ef- 
fects of war there. We are not keeping 
out the absolutist trend toward a power- 
ful centralized government. We are not 
keeping out anti-Semitism, that despica- 
ble, thoroughly un-American “ism.” We 
are not keeping out unemployment and 
its pressure toward nazi, fascist, and 
communist systems. We are not keep- 
ing out recession. 


INTERNAL DANGER 


We have more than money and jobs 
to lose in depression, as in war. The 
Germans and Italians lost their indi- 
vidual freedom to no foreign aggressor, 
but to dictators who rose from inside 
with hard times and unemployment 
brought on by world ungovernment. 
We can be the next great people to lose 
inside our state what we made it for. 
If we lose our freedom that way while 
the British and the French lose theirs 
to foreign autocrats, shall we be the bet- 
ter off? 

I have little fear of our losing our in- 
dividual freedom through war—and 
none whatever if in that war we “have 
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with us all the democracies of the world. 
Even if we lose it to a foreign dictator 
whom we have allowed to fatten on the 
European democracies, I believe it will 
be relatively easy to rouse revolt against 
alien rule. I have no fear for the resto- 
ration of our freedom if we lose it fight- 
ing for it. But how shall we restore our 
freedom once we ourselves have delib- 
erately destroyed it, stupidly or cravenly 
surrendering it more and more to some 
home-grown autocrat until all of it is 
gone—simply because we will not unite 
with European democracies to remove 
the source of the danger? 


POSSIBILITIES OF PAN-AMERICA 


These dangers to our democracy are 
so obvious that, except for the die- 
hards, the isolationists themselves have 
reached the point of conceding that we 
must look beyond our borders to the 
south, at least, and organize our rela- 
tions somehow with the rest of the 
Americas. Everyone interested in the 
organization of law and order in the 
world must wish this movement well. 
It is all to the good. The only question 
is: Is it good enough? My own ob- 
servations during the past ten years at 
Geneva and the special study I have 
made of this problem of how to or- 
ganize the world effectively lead me to 
share the view that its best is not nearly 
good enough. 

If I do not have the optimism about 
the possibilities that Pan-America offers 
which many fellow Americans have, it 
is not because it tackles the world prob- 
lem first on a regional basis. For the 
reasons I have already given, I think 
the common-sense way to tackle so dif- 
ficult a task is on a regional basis. I 
would agree still more readily that we 
need to start with organizing the democ- 
racies. But the region all this leads me 
to think of as the place to begin organiz- 
ing is the region around the North At- 
lantic, rather than the two Americas. 


THE ANNALS OF THE AMERICAN ACADEMY 


Our tendency to think of interna- 
tional organization much more readily 
in terms of Pan-America than of pan- 
democracy seems to me based more on 
sentimental considerations than on the 
facts or our immediate interests. Pan- 
America seems to me to be—like Bri- 
and’s attempt at a European Federation 
—partly a hang-over from the old be- 
lief (so old that one might even call it 
the cave-man belief) that land unites 
men, and water separates them. By 
this popular theory continents count for 
more in political science than do swift 
lines of communication, and the thing 
on which to base international organiza- 
tion is the fact that a narrow strip of 
land, the Isthmus of Panama, connects 
the two Americas, rather than the fact 
that a narrow strip of water, the Pan- 
ama Canal, now severs that land con- 
nection. Yet, curiously enough, it was 
this little strip of water that enabled 
our delegation and a number of others 
to assemble at Lima recently as quickly 
as they’ did. 

The fact is that the United States is 
now much closer to most of Latin Amer- 
ica by sea and by air than it is by land. 
It is also a fact that we are connected 
still more closely by sea and by air to 
the European democracies on the east- 
ern shore of the North Atlantic than we 
are to much of Latin America. More- 
over, most of South America is closer to 
the Old World than to us. In many re- 
spects we of the United States have in- 
finitely closer ties with the democracies 
of Western Europe than we have with 
Latin America, and the Western Euro- 
pean democracies have much more in 
common with us than with the states of 
Eastern Europe. The North Atlantic 
Ocean has proved to be less of a barrier 
than land to the growth of a common 
way of life. 

All the most important capitals of 
the North Atlantic democracies are 
within five days of one another by 
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steam, one day by gasoline, less than 
a minute by electricity. 

An international organization that 
bases itself on a continent limits its 
possibilities of expansion; an organiza- 
tion that is based on the ocean is headed 
straight toward universality. 


Our PANn-AMERICANISM 


Economically, our Pan-Americanism 
seems to be a hang-over from our pi- 
oneering prejudice in favor of undevel- 
oped rather than developed land. We 
are much impressed by the possibilities 
of trade with Latin America. I would 
not minimize them in the least, but I 
would keep to the facts; and the facts 
are that in the worst year of the depres- 
sion, 1932, ‘the eight smallest democra- 
cies of Europe alone imported twice as 
much as all Latin America. A customer 
who keeps on buying even in the hard- 
_est times would seem to be the one most 
worth cultivating. We have done much 
by our anti-European complex to dis- 
courage sales in that market, and have 
done still more by loans and pro-Amer- 
ica complex to encourage sales in the 
Latin American market. Yet we our- 
selves exported in that year of 1932 to 
those eight little European democracies 
more than we did to Argentina, Brazil, 
Chile, Peru, Mexico, and Cuba put to- 
gether. 

On the financial side, our faith in 
Latin America cost us rather heavily 
during the depression, and so did our 
faith in some European and Asiatic 
states; but not the faith we placed in 
the old European democracies. Not a 
single one of the European democracies, 
large or small, defaulted during the de- 
pression on a single nonpolitical or com- 
mercial loan we made it. I looked at 
the foreign bond quotations in the paper 
recently; I could find only one Latin 
American country, Argentina, whose 
bonds were not more than half depreci- 
ated, and many were below $20. I 
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found only one bond of a European de- 
mocracy that was as low as $89, and 
nearly all of them were above par. I 
kept an eye on the bonds of the Euro- 
pean democracies and those of Latin 
American republics during the war scare 
in March, and the latter were even then 
much weaker than the former. The 
European democracy bonds were sur- 
prisingly resilient, while the bonds of 
triumphant Germany fell. 

There is no doubt that Latin America 
has enormous economic, financial, and 
other potentialities in the distant future, 
but it seems to me that in these touch- 
and-go days we need to be more con- 
cerned with the present and the imme- 
diate future. Do we not need to solve 
the problem of reaching 1940 safely, of 
preventing catastrophe meanwhile, be- 
fore we can wisely spend too much time 
on the potentialities of 1980 or 1950 or 
even 1942? 

Politically, our Pan-Americanism 
comes down from our Monroe Doctrine 
policy of protecting Latin American re- 
publics from European absolutism in 
order to protect our own republic from 
it. It seems to me that the problem of 
protecting democracy from autocracy is 
as acute now as then, but that since 
Monroe’s time there have been some im- 
portant changes in its terms. The doc- 
trines of Jefferson and Washington have 
flourished in this hemisphere, but they 
have also flourished in Western and 
Northern Europe. 

I would not disprize the contributions 
Latin America has made to democracy 
in the past century; but would the most 
ardent Pan-Americanist say that the 
British and French and Swiss and 
Dutch and Belgians and Scandinavians 
have contributed less to self-government 
and individual freedom? If it is in our 
interest to help maintain democracy in 
distant South America, how can it be 
against our interest to help maintain 
democracy in nearby Europe? And 


96 Tue ANNALS OF THE AMERICAN ACADEMY 


surely it is in Europe and not in Latin 
America that democracy is most imme- 
diately in danger now. 

It seems to me that if we are to solve 
the problem of world organization in 
time to prevent the looming catastrophe, 
we must not only start with a nucleus 
that is relatively few in numbers but 
whose members have such material 
power as to provide them, once they or- 
ganize it, with overwhelming world 
power in every important field. The 
special study of this problem, which has 
been published in my recent book, 
Union Now, convinces me that no mat- 
ter how strongly we succeed in organiz- 
ing the two Americas, they have not the 
material power to meet this test, whereas 
the North Atlantic democratic region 
does meet it. 

In this study I made a table to find 
the percentage of the total of thirty 
measures of world power held by each 
of four groups. One was this group of 
old democracies of the North Atlantic— 
the United States, the British Common- 
wealth, France, Switzerland, the Nether- 
lands, Belgium, and Scandinavia. An- 
other was the triangle of Japan, Ger- 
many, and Italy. A third was the Soviet 
Union. The fourth was the rest of the 
world, including all Latin America. 
Now, I found that in twenty-four of 
these measures—such things as the pro- 
duction of nickel, rubber, motor cars, 
sulphur, iron, woodpulp, tin, gold, but- 
ter, petroleum, cooper, cotton, electric- 
ity, wool, lead, and steel, and world 
trade, merchant shipping, air traffic, 
gold reserves, and so forth—the Atlantic 
democracies had from 50 to 95 per cent 
control of the world total. In none of 
them did the Latin American group 
have 20 per cent control, and in many 
they were very weak. The same is true 
of the other two groups, except that the 
three autocracies did control potash and 
raw silk. 

Such facts convince me that no mat- 


ter how far we succeed in organizing the 
Americas, we and all the Latin American 
states will still be faced with danger of 
catastrophe through the lack of a suffi- 
ciently effective world organization. 
These facts give hope, however, that if 
we tackle the problem in the North At- 
lantic region and suceed there, we shall 
also have succeeded thereby in pro- 
tecting democracy in the two Americas. 
The two lines of action are of course by 
no means mutually exclusive; there is 
no reason why we should not work in 
both directions. But the questions we 
face are: Which requires just now the 
more urgent attention—the problem of 
maintaining democracy around the 
North Atlantic, or through the two 
Americas? Where will failure be the 
more disastrous to all that we hold dear, 
and where will success be really success- 
ful? 

It seems to me there is only one an- 
swer: We must start with the democra- 
cies of the North Atlantic as our re- 
gional nucleus, rather than with the 
countries of the Western Hemisphere. 


NUCLEUS OF THE UNION 


My book, Union Now, proposes that 
we start with the democracies I have 
mentioned. There are fifteen of them: 
the American Union, the United King- 
dom, Canada, Ireland, the Union of 
South Africa, Australia, New Zealand, 
France, the Netherlands, Belgium, Swit- 
zerland, Denmark, Norway, Sweden, 
and Finland. As I explain in the book, 
this number, fifteen, is no hard and 
fixed figure. I would not object to 
starting with a few less or a few more. 

As for including Latin American 
states in the nucleus, the main difficul- 
ties I see are these two: If all are in- 
vited, the group may become too large 
for reasonably rapid agreement; if only 
a few are invited, where to draw the 
line without offense? The Latin Ameri- 
cans have as much to gain as any of us 
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from helping the more powerful democ- 
racies to organize law and order among 
themselves as soon as possible, and it 
would seem that they might help best 
at this early, delicate stage by leaving 
the responsibility where it belongs—on 
the shoulders of the North Atlantic de- 
. mocracies. Certainly, once the union is 
established, I would favor admitting to 
it the Latin Americans, and if others 
should agree that it is wiser to invite 
them from the start, I would not op- 
pose this. 

For me it is mainly a practical mat- 
ter. Experience at Geneva has con- 
vinced me that this job of organizing 
effective world government is so hard 
that our only hope is to start by or- 
ganizing a few of the peoples that are 
most experienced in organizing govern- 
ment by mutual consent, that are most 
congenial, and that have enough power 
to insure that, if they do unite, they will 
be strong enough to control the whole 
world and keep the peace from the start 
without war, by sheer overwhelming 
power. The fifteen I mentioned answer 
these requirements, it seems to me, and 
no other group will. 

No two of these fifteen have had a 
single war between them for more than 
a hundred years. Every one of them 
buys most of its goods and sells most of 
its products to the other fourteen. 
When it comes to being good neighbors 
in fact, these fifteen have been good 
neighbors for a century. If you could 
find a more congenial group, you could 
not find one with half their power. 

For these fifteen together own almost 
half the earth, they rule all its oceans, 
they govern half the human species. 
They have more than 60 per cent world 
control of practically every essential of 
power. They do two-thirds of world 
trade. They have nearly all the gold. 
They have the power and the trade and 
the money to run the world—if they 
would only organize it. How shall we 


organize it? How better than by our 
time-tested American Federal Union 
way? 


MEANING OF UNION 


By union, I mean union of the fifteen 
democracies in these five fields—a union 
citizenship, defense force, tariff free 
market, currency, and postal system. I 
mean that we the people of the United 
Democracies transfer these five powers 
from our fifteen national governments to 
a union government, just as we the peo- 
ple of the United States transferred 
these same powers to a union of thir- 
teen states in 1787. 

By union I mean, too, that we put 
down in black and white, just as we did 
in 1787, that we guarantee to each of 
our democracies all the other national 
rights they now enjoy. 

We know, we Americans, that we get 
more individual freedom by having lo- 
cal government in some things and fed- 
eral government in other things, by 
electing a state senator to handle cer- 
tain business for us and a United States 
senator to handle other business for us. 
We pick and choose which of our busi- 
ness to give one and which to give the 
other according to which method will 
give us individuals the most freedom in 
the long run. I propose that we go on 
with this picking and choosing, but ap- 
ply the: system now around the North 
Atlantic. I suggest the time has come 
for us Americans to begin to think of 
our relations with the British and the 
French and the other old democracies 
on just the same basis that the Virgin- 
jans began to think of their relations 
with the Pennsylvanians and the New 
Yorkers in 1787—-when it took much 
longer for them to go to New York than 
it does for us to go to London. 

By union I mean, finally, that we 
democrats of the North Atlantic organ- 
ize our Union as a nucleus world govern- 
ment, open to all other democracies now 
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or to come that guarantee their citizens 
the Union’s minimum Bill of Rights. 
I mean a Union designed to spread 
peacefully round the world just as our 
Union spread across this continent and 
rose from thirteen to forty-eight states 
and from three million to a hundred and 
thirty million free men. 


RESPONSIBILITY OF DEMOCRACIES 


Tremendous world power brings with 
it tremendous responsibility for the 
world. It is no use to blame today’s 
chaos or tomorrow’s catastrophe on 
Mussolini and Hitler and the Japanese 
militarists. It is still less use to blame 
the Japanese and German and Italian 
. peoples. It has never been in their 
combined power to establish law and 
order and peace in the world. They are 
not the source of the danger our whole 
species now faces, they are only its first 
victims. They are already living on 
war bread, going without butter and 
meat, dressing in shoddy, suffering cen- 
sorship, hysterical patriotism, propa- 
ganda, forced loans, and loss of liberty. 
They are today what we dread to be 
tomorrow. The anarchy among the 
democracies is already costing Germans, 
Italians, and Japanese what it will cost 
us only if we let it go on. 

When the really powerful members of 
a community refuse to organize effec- 
tive government in it, when each insists 
on remaining a law unto himself to the 
degree the democracies, and especially 
the United States, have done since the 
war, then anarchy is bound to result, 
and the first to feel the effects of the 
chaos are bound to be the weaker mem- 
bers of the community. When the pinch 
comes, the last to be hired are the first 
to be laid off, and the firms working on 
the narrowest margin are the first to be 
driven to the wall or to desperate ex- 
pedients. That makes the pinch worse 
for the more powerful and faces them 
with new dangers, with threats of vi- 
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olence. It is human for them then to 
blame those they have unwittingly 
driven to desperation, but that does not 
change the source of the evil. 

So it has been in the world. The 
younger democracies have been the first 
to go. The first of the great powers 
driven ‘to desperate and violent meas- 
ures have been those with the smallest 
margin. There is no doubt that their 
methods have since made matters worse 
and that there is no hope in following 
their lead. Their autocratic govern- 
ments are adding to the world’s ills, but 
they are not the real cause of those ills. 
They are instead an effect of the an- 
archy among the powerful democracies. 

The dictators are right when they 
blame the democracies for the world’s 
condition, but they are wrong when 
they blame it on democracy. The an- 
archy comes from the refusal of the 
democracies to renounce enough of their 
national sovereignty to let effective 
world law and order be set up. But 
their refusal to do this, their mainte- 
nance of the state for its own sake, their 
readiness to sacrifice the lives and liber- 
ties of the citizens rather than the inde- 
pendence of the state—this we know is 
not democracy. It is the core of ab- 
solutism. Democracy has been waning 
and autocracy waxing, the rights of 
men lessening and the rights of the state 
growing everywhere, because the lead- 
ing democracies have themselves led in 
practicing beyond their frontiers autoc- 
racy instead of democracy. 


MOTIVES oF UNION 


Now many argue that the democra- 
cies must organize themselves or at least 
arm more heavily because the autocra- 
cies have formed the Triangular Pact. 
It is true that the rising power of autoc- 
racy increases the need for union, just as 
the spread of a contagious disease in- 
creases the need for quarantine and for 
organizing the healthy. But it is es- 
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sential to remember that though the 
victims carry the disease they did not 
cause it, and that quarantine of the 
victims and organization of the healthy 
are aimed not against the victims but 
against the epidemic, the purpose being 
to end it both by restricting its spread 
and by curing its victims. Union does 
not seek to put the autocracies even in 
quarantine in any material sense; it 
seeks primarily to organize the healthy 
so as to overcome the disease. 

It is wrong, all wrong, to conceive of 
union as aimed against the nations of 
the triangle. There is a world of dif- 
ference between the motives behind 
union and those behind either the pres- 
ent policy in each democracy of arming 
for itself or the proposals for alliance 
among the democracies., For such arm- 
ament and such alliance are meant to 
maintain the one thing union does at- 
tack in the one place union does attack 
it—the autocratic principle of absolute 
national sovereignty in the democracies. 
Unlike armament and alliance policies, 
union leads to no crusade against autoc- 
racy abroad, to no attempt to end war 
by war or make the world safe for de- 
mocracy by conquering foreign dic- 
tatorship. 

Union calls on each democracy to re- 
move, itself, the absolutism governing 
its relations with the other democracies, 
and to leave it to the people of each 
dictatorship to decide for themselves 
whether they will maintain or overthrow 
the absolutism governing them not only 
externally but also internally. Union 
provides equally for the protection of 
the democracies against attack by for- 
eign autocracy while it remains, and for 
the admission of each autocratic coun- 
try into the Union once it becomes a 
democracy in the only possible way—by 
the will and effort of its own people. 


BENEFITS OF UNION 
The attraction membership in the 


Union would have for outsiders would 
be so powerful and the possibility of 
conquering the Union would be so hope- 
less that once the Union was formed, 
the problem the absolutist powers now 
present could be safely left to solve 
itself. As their citizens turned these 
governments into democracies and en- 
tered the Union, the arms burden on 
everyone would dwindle until it soon 
completely disappeared. 

Thus, by the simple act of uniting on 
the basis of their own principle, the 
democracies today could immediately 
attain practical security while reducing 
armaments, and could steadily proceed 
to absolute security and absolute dis- 
armament. They could also enormously 
increase their trade and prosperity, re- 
duce unemployment, and raise their 
standard of living while lowering its 
cost. They need only establish one 
common money to solve most if not all 
of today’s more difficult monetary prob- 
lems. 

Merely by the elimination of exces- 
sive government, needless bureaucracy, 
and unnecessary duplication, which 
union would automatically effect, the 
democracies could easily balance budg- 
ets while reducing taxation and debt. 
To an appalling degree, taxes and gov- 
ernment in the democracies today are 
devoted only to the maintenance of their 
separate sovereignties as regards citizen- 
ship, defense, trade, money, and com- 
munications. To a still more appalling 
degree they are quite unnecessary and 
thwart instead of serve the purpose for 
which we established those governments 
and voted those taxes, namely, the 
maintenance of our own freedom and 
sovereignty as individual men and 
women. 


EXAMPLE OF UNITED STATES 


Because union is a fresh solution, it 
appears to be something new; but there 
is in it nothing new. One hundred and 
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fifty years ago a few American democra- 
cies opened this union way through. 
The dangers of depression, dictatorship, 
and war, and the persuasiveness of clear 
thinking and courageous leadership led 
them then to abandon the heresy into 
which they had fallen. That heresy 
converted the sovereignty of the state 
from a mere means to individual free- 
dom into the supreme end itself, and 
produced the wretched “League of 
Friendship” of the Articles of Confed- 
eration. Abandoning all this, the demo- 
crats of America turned back to their 
Declaration of Independence of man 
from the state and of the dependence of 
free men on each other for their freedom 
—-the Declaration 


... that all men are created equal, that 
they are endowed by their Creator with 
certain unalienable Rights, that among 
these are Life, Liberty and the pursuit of 
Happiness. That to secure these rights, 
Governments are instituted among Men. 
... That whenever any Form of Govern- 
ment becomes destructive of these ends, it 
is the Right of the People to alter or to 
abolish it, and to institute new Govern- 
ment. ... 


Our forebears found they had wrongly 
applied this philosophy to establish thir- 
teen “free and independent States” and 
organize them, as the Articles of Con- 
federation said, so that “each State re- 
tains its sovereignty, freedom and inde- 
pendence.” And so they applied it 
anew as “We, the people of the United 
States,” to “secure the blessings of lib- 
erty to ourselves’—and not to our 
states. To do this they invented and 
set up a new kind of interstate govern- 
ment—it was really new, untried, uto- 
pian, then, in 1787. But those coura- 
geous and wise men set it up anyway, 
and it has proved to be “an astonishing 
and unexampled success,” as Lord Acton 
said, not only in our country but wher- 
ever democracies have tried it, regard- 
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less of conditions—among the Germans, 
French, and Italians of Switzerland, the 
English and French of Canada, the 
Dutch and English of the Union of 
South Africa. 

To follow this way through now, the 
Atlantic democracies—and frst of all 
the American Union—have only to 
abandon in their turn the heresy of 
absolute national sovereignty and its 
vain alternatives—neutrality, balance of 
power, alliance, or League of Nations. 
We the people of the Atlantic have only 
to cease sacrificing needlessly our indi- 
vidual freedom to the freedom of our 
national governments, and establish that 
“more perfect Union” to which we 
Americans are dedicated in our Con- 
stitution. 

Difficult? Of course. Yet not so 
difficult as it was in 1787, for the Union 
system had to be invented then. I 
should like you to remember, too, that 
today I must sum up in four thousand 
words a problem to which I have de- 
voted a hundred thousand in my book, 
Union Now. You may find in it my 
answer to your questions. And if union 
is difficult, what of the alternatives? 
For ten years I have been an eyewitness 
of the attempts to solve this problem by 
the League alternative. For twenty’ 
years I have had a front seat watching 
the vain efforts to get law and order and 
peace and freedom by all the other alter- 
natives—diplomacy, isolationism, con- 
ferences, alliances. Experience has 
forced me to conclude that all these 
are more than difficult, they are un- 
workable. 

Yet common sense tells us that we 
must find a way through, that it és in 
our individual interest to make the 
world safe for our individual selves, that 
we cannot do this without organizing 
effective means of governing our world, 
and that union is the only effective an- 
swer, and the answer America was born 
to champion. 


THE ATLANTIC UNION PLAN AND THE AMERICAS 


Can Union Bt REALIZED? 


Common sense may seem to say, too, 
that one need only consider current 
American public opinion to realize that 
union now, unlike 1787, is a dream that 
cannot be realized. That seems con- 
vincing, but is it so? 

American vision has always been re- 
markable for seeing quickly danger to 
democracy and adopting quickly the 
common-sense way through. The idea 
of separating from Great Britain was 
so remote when 1776 began that it was 
not even seriously proposed until Janu- 
ary 10, when, in the city of Philadelphia, 
Thomas Paine came out publicly for it 
in his pamphlet called Common Sense. 
And in six months the Declaration of 
Independence was signed in that city. 

When 1787 began with Shay’s Rebel- 
lion, the idea of turning from league to 
union was so remote that the Federal 
Convention could not open for ten days 
because it did not even have a quorum. 
Union was more than remote then, it 
was unknown—and yet it was invented 
in one hundred working days, and 
within two years our thirteen democra- 
cies had agreed to try out this invention 
on themselves. 

Is it really visionary to believe, as I 
do, that Americans can still be trusted 
quickly to understand and act upon the 
common sense of union? 

Can we hope to find today a safer, 
surer, more successful, more American 
way than the union way our fathers 
made here then? What American loyal 
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, to our Constitution does not hope that 
this more perfect Union will be made 
some day? What practical man believes 
that the longer we delay energetically 
starting to make it, the sooner we shall 
have it? 

All it will take to make this Union— 
whether in a thousand years or now, 
whether long after catastrophe or just 
in time to prevent it—is agreement by 
a majority to make it. Union is one of 
those things which to do we need but 
agree to do, and which we cannot pos- 
sibly ever do except by agreeing to do 
it. Why, then, can we not do it now, 
in time for us to benefit by it and save 
millions of lives? Are we so much 
feebler than our fathers and our chil- 
dren that we cannot do what our fathers 
did and what we expect our children to 
do? Just why cannot you and I agree 
to form this Union now? 

Are not “liberty and Union, now and 
forever, one and inseparable,” as in 
Webster’s day? We cannot be for lib- 
erty and against union. We must 
choose. 

For the Latin Americans, for the 
small nations of Eastern Europe, for 
the Germans and the Italians and the 
Japanese and the others to have a 
choice between union and imperialism, 
democracy and dictatorship, freedom 
and frenzy, peace and war, we Atlantic 
democrats must first of all choose to 
start the Union. And the choice is for 
each of us of the United States to make 
first of all. Democracy does not end at 
home, and it does begin at home. 
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The Need for Maturity 


By Roy HELTON 


T IS my purpose to discuss as plainly 

and as briefly as it can be done 
some of the implications to the Americas 
of the maturing of our industrial civ- 
ilization during the past generation, a 
maturity which now challenges the 
world—not any one part of it, but all 
of it. 

The challenge is in simple terms. 
Will the Western world fight against its 
own maturity as a neurotic man or 
woman fights maturity, or will it accept 
its grown-up stature and begin to live? 


END or A CYCLE OF CIVILIZATION 


As to the facts, I think there is no 
reasonable doubt that a cycle of our 
civilization is ending. As to France and 
Great Britain there is no doubt at all, 
nor as to the United States. The rate 
of our material growth has been steadily 
declining, not since 1929 but since 1850. 
The peak of the growth rate of bitumi- 
nous coal production, on which all our 
heavy industries depend, had been 
reached by 1870. The highest actual 
physical volume of production was re- 
corded in 1918, just twenty-one years 
ago. The peak of anthracite production 
occurred twenty-two years ago. The 
vate of growth in anthracite production 
has been declining for a hundred years. 
The man power now employed in the 
primary industry of coal mining is less 
now than at any time in the past gen- 
eration. 

According to the estimates of the Na- 
tional Industrial Conference Board, 
which can hardly be called a body that 
is endeavoring to sell America short, the 
peak of our national wealth was at- 
tained nineteen years ago, with a per 
capita valuation 54 per cent higher than 
was afterwards attained in the fevered 
year of 1929. 


Today, in the opinion of President 
Loree of the Delaware and Hudson, 
there are fifty thousand miles of un- 
profitable railroad trackage in the 
United States, and that in the face of 
the fact that our railroad mileage has 
been declining for the past twenty-three 
years. 

I shall not trouble you with a need- 
less duplication of all the evidence avail- 
able for an alteration in the industrial 
prospects of 1939 as compared with 
those of thirty years ago, when the swift 
pace of our growth was still in mid- 
career. Wherever one turns, whether to 
agriculture, to forestry, even to the pro- 
duction of automobiles, the evidence is 
completely consistent. The pioneer 
phase of the American culture is over. 
Our adolescence has ended and our ma- 
turity has begun. 

No one can fail to see that the prob- 
lems of civilization have changed within 
our lifetimes. No one but blind boost- 
ers of the purely mechanical and indus- 
trial life, and those whose theories of 
the state are inseparably tied to indus- 
trial economics, can fail to perceive that 
all we are doing now, or have in pros- 
pect for an advancing and brightening 
future based on production, is either a 
luxury output or a better distribution 
of necessities, in neither of which is ma- 
terial for a spectacular upswing in the 
old familiar pattern. Television, air 
conditioning, the construction of super 
sky liners, the streamlining of every- 
thing that moves, all are the mere fin- 
ishing touches of the mechanical world. 
We are no longer dealing with things 
necessary for healthful living. 

That men will not drive themselves so 
hard for luxuries as for necessities is one 
natural limitation on the curve of our 
progress, and particularly since the lux- 
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uries of our modern life are predomi- 
nantly female conditioned and not male 
conditioned. 

Nor is there a great boom ahead for 
the mechanical world in the provision 
of basic necessities to the economically 
disadvantaged. In one form or another 

such effort has to be subsidized, because 
` it yields no profit, as our housing au- 
thorities have long ago discovered. 

I do not need to dwell at this point 
upon the characteristics of our popula- 
tion growth. That we have suddenly 
discovered that a census was taken in 
the United States in 1930 will rather 
interest you as an evidence of the pain- 
ful slowness of our intellectual digestion. 
The truth about our population growth 
curve is not that our rate of growth has 
declined in the past twenty years, but 
that save for three periods of stimula- 
tion, produced by the industrial revolu- 
tion and by waves of immigration, each 
wave less effective than the last, the 
growth rate of the United States has 
been declining since 1640, and in the 
state of Pennsylvania, since 1750. 

What is of interest to us is the fact 
that these growth rates, whether for 
steel or coal production, for general 
manufacture, for shipping, or for popu- 
lation, have been describing slow but 
apparently inevitable declines, all of 
which have reached a ground level at 
the same time, not only for us but for 
most of the industrial world; so that 
what we are experiencing now is in no 
sense the sort of business depression 
that has ever occurred in the American 
past. It is rather the end of one great 
period of our development and the be- 
ginning of another. 

The last tinglings of boom psychol- 
ogy, on which you and I were nourished 
as on our mothers’ milk, bid us deny as 
un-American and pessimistic any impli- 
cation that this great growth period of 
American commerce and industry is 
over. Yet for all our denials and per- 
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sistences, the great growth period is over 
and something else has begun. Whether 
that something else is to be destroyed in 
the Western Hemisphere by the psy- 
chology of the past, as it is being de- 
stroyed for Europe and Asia by the 
persistence of the nineteenth-century 
form of national philosophy, is the ques- 
tion facing the two Americas and facing 
them at this hour. 


MECHANICAL NEEDS VERSUS HUMAN 
NEEDS 


It would carry me too far afield to 
discuss the obvious reasons why indus- 
trialism so suddenly grew up. Competi- 
tion was one reason. The parallel 
growth of all Western nations in the 
arts and crafts of production, plus the 
increased durability of the products of 
machinery,’ plus the diminishing man 
power with which machinery can op- 
erate, necessitates a more and more 
complex consumption to maintain a 
market through the wages of labor in 
a world of rising mechanical efficiency. 
There is no limit to the complexity of 
production that might employ labor, dis- 
possessed by rising efficiency, in coal 
mining, in metallurgy, in textile indus- 
tries, or in agriculture, but there is a 
limit to the complexity of consumption; 
for there are human needs and devices 
in constant competition with all me- 
chanical devices—the need to love, to 
loaf, to lie on the grass, to be outdoors 
without using anything more consump- 
tive than shoe leather, the need to talk, 
the need to sleep, the need to get away 
from it all. These are fundamental, pri- 
mary human needs that machine pro- 
ductions cannot serve and must not be 
allowed to serve if man is to remain in 
any sense a normal healthy animal. 

There are ceilings over the mechani- 
cal civilization, and ceilings being de- 
fended by the Boy Scout movement, by 
hiking clubs, by organized and unorgan- 
ized baseball, by our youngsters gen- 
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erally, who in that one respect are a 
hundred times wiser than we are, with 
our grave figures about America’s ca- 
pacity to consume. At considerable ex- 
pense we buy our child an electric train 
for Christmas. That train is now hid- 
den somewhere in an attic drawer. 
With a quarter ball and a mitt and a 
fifty-cent bat, a small boy will get far 
more enduring pleasure than he will 
from the most elaborate mechanical de- 
vice yet contrived by the human mind. 
And that is typical of a limiting factor, 
if normal humanity is allowed to persist 
in a mechanical civilization. 


RELATION OF BIRTH RATES TO INCOME 


It is only lately that we have realized 
all that is implied by the rising level of 
income and wealth toward which we 
have properly aspired. The facts are 
old enough. They have been known for 
forty years. In 1897 J. Bertillon made 


an investigation of the birth rates of the - 


richest and the poorest quarters of four 
great European capitals. For every 
thousand women in the poorest sections 
of Vienna, Paris, Berlin, and Rome 
there were 153 births. For every thou- 
sand women in the richest sections of 
these cities there were 54 births. 

In 1931 the birth rate for the poorest 
county of Pennsylvania, in income and 
wealth per acre, was 131 for every thou- 
sand women aged fifteen to forty-five. 
The birth rate for the richest county of 
Pennsylvania was 49. 

In these relationships there is no evi- 
dence of any important alteration due 
to new forms of birth control or to any 
derivative factors in the past forty 
years. 

The world’s population growth rate 
has been steadily declining, because the 
world’s standard of living has been 
steadily rising. For the counties of the 
state of Pennsylvania the correlation of 
birth rate to income is — .8161, nearly 
forty times the probable error. Our 
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victory in the struggle for higher and 
higher standards of possession and in- 
come, of itself defeats our passion for 
unlimited growth. And there is evi- 
dence in the data for Pennsylvania that 
the process is not reversible. The birth 
rate of the anthracite coal regions of 
Pennsylvania declined with their rise in 
income, and has declined even more rap- 
idly with their fall in income since 1930. 
The standard of advantage for a man’s 
children and himself, once established 
through a rising income and a declining 
birth rate, is not abandoned on a declin- 
ing income. His desire for advantage 
grows even more intense as his income 
falls. 

Better living means fewer babies for 
all but the least advantaged. Fewer 
babies means more and more constric- 
tion on the growth of markets and a 
lower and lower margin of profit, as our 
rising capacity for production with di- 
minishing labor must penetrate to those 
who are able, under these conditions, to 
contribute less and less to the total cost 
of output. That is the kind of fact not 
figured on in our nineteenth-century 
boom philosophy. 


ACCEPTANCE OF LIMITATION 


If this is, in plain words, no longer a 
pioneer and adolescent but a grown-up 
world, there is no more pessimism in ac- 
cepting that fact than there is in the 
admission by a man of twenty that he 
is not going on to grow to be eight feet 
six inches tall. The nature of growth in 
production and consumption premised 
by our boom philosophy was a human 
impossibility. In 1929 we were con- 
suming seven hundred pounds of steel 
for every man, woman, and child in our 
country. But steel is not a perishable 
product. It adds little to the primary 
satisfactions. How much pig iron does 
it take to make a man; how much 
chilled steel to complete a woman; how 
many gadgets to make one human life? 


THE NEED ror MATURITY 


There is no defeat for American ideals 
in accepting a limitation on mechanical 
growth. 

A maturing nation in a maturing civ- 
ilization has to face a number of very 
difficult facts that go contrary to all the 
beliefs and practices built up through 
the long years of a national adolescence. 
In our own time neither Germany nor 
Italy has been able to face these facts, 
nor has Japan. Here in the Americas 
we have an unparalleled opportunity for 
self-adjustment. Our great-neighbor to 
the north and our great and territorially 
small neighbors to the south face with 
us the maturing of the world’s industrial 
civilization, with a chance to spare one 
whole hemisphere from the disorders 
that now threaten, or are violent, in Asia, 
Africa, and Europe. To achieve a per- 
manent basis for peace in the Americas 
is a high task; to achieve it on a basis 
of democratic government may change 
the whole current of human history. 

If democracy is to survive, if the 
rights of the individual man are to rise 
and not to fall, lost in the passions of 
national self-assertion in the historic 
style that has given to humanity a 
bloodier record than that of a pack of 
timber wolves, here on this soil from 
Hudson Bay to Tierra del Fuego, some- 
thing has to be done by us all, and done 
at once. If peace and democracy are to 
be maintained and made secure in the 
Western continents, I believe the means 
by which that end will be attained are 
simple. If democracy is lost and peace 
is destroyed, the causes of that failure 
will also, I believe, be plain, and are al- 
ready written out on the pages of con- 
temporary history. 


SIGNIFICANCE OF DEBT 


There is a flaw in the armor of de- 
mocracy. That flaw is the susceptibil- 
ity of an elected political government to 
the avoidance of economic issues by a 
flight into debt. In a maturing world, 
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debt is the enemy of democracy just as 
truly as it is its friend in an adolescent 
world. When a young man borrows 
money he borrows in the necessity of 
growth. When a young railroad bor- 
rows money it does something that is 
essential to its nature as a growing 
thing. A young industry must have the 
means to begin activity, machinery and 
capital to carry its manufactured prod- 
ucts to market. But when, as with the 
American railroads after 1900, with a 
slowing rise in profits or with an actual 
decline in net revenue, borrowing is in- 
dulged in as a substitute for growth, 
some form of disaster is inevitable. It 
is so for a man, it is so for a city, and 
it is so for a nation. 

Since 1915, in many European and 
American nations debt has been used as 
a substitute for a declining growth in 
rates of production. It has been so used 
because expansion was the breath and 
blood of our time. Properly expended, 
debt money accelerates growth, and our 
growth has been so accelerated. But in 
that process our American municipal 
debts have been increased seventeenfold 
in the past forty years, and the world’s 
total debt load has increased almost as 
fast. And yet the great democracies 
kept relatively free of debt until 1915. 
That was their strength in 1915, and the 
only strength by which finally they sur- 
vived as democracies. Germany and It- 
aly were not so lucky. 

The despair which makes dictator na- 
tions out of democracies is created by 
hopeless debt. Debt under democracy 
is a far heavier handicap than debt un- 
der a tyrant. A tyrant does not need 
to be re-elected. A governing political 
party in a democracy does need to be 
re-elected. The avoidance of taxes in 
the face of a policy of expansion with 
declining revenues, or in the face of a 
long period of social readjustments, is a 
present danger that democracy faces in 
all the Americas. 
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_ DANGER oF DEBT 


Debt is a threefold danger. Debt 
feeds on itself, as our American rail- 
roads have been demonstrating since the 
administration of President Grant, and 
demonstrating on no mean scale. Debt 
makes debt. Debt ties the hands of na- 
tions in the face of great public emer- 
gencies as it has tied the hands of Great 
Britain and France for the past three 
years. Debt threatens democracy, not 
as an empty and distant threat. Debt 
has destroyed democracy in Central Eu- 
rope and on the Mediterranean. Free 
people will not voluntarily pinch their 
belts to pay debts made necessary by 
the follies of the past, and no political 
party in a representative government 
can achieve a sound financial policy 
through the repayment of old debt when 
debt has reached the dimensions of pres- 
ent world obligations. That is in effect 
why the war debts of the nations of Eu- 
rope remain unpaid and will always re- 
main unpaid. It is why the German 
Government became a dictatorial gov- 
ernment; why Signor Mussolini or 
someone else had to take over the reins 
in debt-ridden Italy; why France must 
have a dictatorial Premier; why Cham- 
berlain has been appeasing Adolf Hitler. 
The difference between a debt of £700,- 
000 in 1914 and over £7,000,000 in 
1939 is the measure of the defenseless- 
ness of that great English-speaking 
power across the sea. What is threat- 
. ened is not Great Britain, but Great 
Britain as a democracy. 

Against the threat of growth-mad dic- 
` tator nations, democracy needs a more 
powerful weapon than superdread- 
noughts to maintain its integrity. To 
Great Britain with a 25 per cent tax 
rate already established, a great war 
today would imply an assumption of 
authority by Downing Street more ab- 
solute than any power exercised in Eng- 
land since the death of Cromwell. 


_ THE ANNALS oF THE AMERICAN ACADEMY 


I do not say this is so for our country. 
I do not say it is true for any of the 
Americas that democracy could not sur- 
vive another great war. But it is closer 
to being true at this hour than ever be- 
fore in our history. In 1915 our negli- 
gible debt of $1,250,000,000 was se- 
curity for an undivided national effort. 
It was security for the fact that war 
could not exhaust our resources of 
orderly government or blight our fu- 
ture. Today, with a debt close to forty 
billion dollars, there is no such firm 
basis for national unity or national con- 
fidence if a great emergency should 
arise. 

But if we in the Americas cherish 
democracy, our first battle is not against 
a policy of spending money for social 
readjustment. We save to spend 
money, and we have to solve the prob- 
lems that now confront us; but we are 
not solving them through debt, and I 
think we know by now that we will 
never solve them through debt. All the 
service that a rising debt burden can 
bring to us, it has already brought. Be- 
yond this point, it will sell out democ- 
racy to the strongest bidder. 

In this critical position of the world, 
every dollar of debt contracted by a 
democratic. nation should be scanned 
with the narrowness with which we 
should regard our ultimate defenses. In 
this present crisis of the world, debt is 
the enemy of democracy. In South and 
Central America there are now nations 
younger in resources and in possibilities 
of growth than any east of the Atlantic 
or north of the Rio Grande. They are 
old, yet they are very young. But they 
are not fated to grow up in the kind of 
world in which we grew. We have to 
remember that, and they have to re- 
member that. The more completely 
their growth can now be achieved from 
inside themselves, from their own re- 
sources and of their own impulse, the 
better, eventually, for them and for us; 


Tur NEED FOR MATURITY 


for their strength and their freedom 
from exploitation by us or by anybody 
is the strength of democracy. 

The tremendous increase of the debt 
load of the world is premised on growth 
and growth alone. The liquidation of 
our own public debt is contingent, to 
use the words of our President, on “a 
tremendous increase in the national in- 
come.” So, too, are the debts of the 
nations of South and Central America. 
Those debt increases, premised on 
growth and justifiable only by the pros- 
pects of growth, if further continued, 
will necessarily involve war for foreign 
markets or surrender to foreign exploita- 
tion. 


INTERNATIONAL TRADE 


In a mature world, in a world that 
wants both peace and democracy, there 
is only one adequate measure of the ex- 
tent to which foreign commerce can 
safely enter into the policy of a nation. 
That measure is a nation’s need for the 
produce of foreign lands. For what a 
land needs, it must export some kind of 
equivalent. If it does more than that, 
it may win, for a while, the so-called 
peaceful victories of trade, which are 
often more cruel than those of war. It 
may temporarily boost its own standard 
of living, stimulate speculation in the 
expanding future of its securities, and 
increase the capacity of its mills and the 
output of its agriculture. But in the 
end its own mills will be silenced by the 
influx of competitive goods to pay for 
its exportings, and the submarginal 
lands it has forced into agriculture will 
become dust bowls. 
oil wells and its coal beds before their 
time. And it will force lines of beggars 
to walk the streets of foreign capitals. 

_ As J. Russell Smith long ago pointed 
out, the natural markets for the produce 
of a nation are north and south, be- 
tween supplementary climate belts. The 
benefit of the whole range of all the 
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produce of the two Americas should be 
available to every country on these two 
continents. The coffee of the United 
States of Brazil and of El Salvador is on 
every American breakfast table, brewed 
perhaps in a pot of Chilean copper. 
The tin of Bolivia protects our food and 
our houses, we sip our porridge from a 
spoon of Mexican silver, and, if we are 
lucky, on a table of Honduras mahog- 
any. The bananas of Guatemala are’ 
essential to our national diet, and the 
guano of Peru and the nitrates of Chile 
enrich our fields. The sugar of Cuba 
and Puerto Rico sweeten our every 
draft, and the gum of Guatemala quiets 
our national nerves at football games. 

For all these products we have a nat- 
ural return, made possible by our cli- 
mate and our sources of power. There 
is nothing that human life needs for 
necessity or luxury that is not to be 
found somewhere in the two Americas. 
We have here, then, the making of a 
mature world that has no assignable fu- 
ture limit in time—a world good for us 
all. : 


RESPONSIBILITY OF UNITED STATES 


How can that world be realized? As 
a citizen of the United States I know 
that the problem begins with us. We 
are the oldest democracy in the Western 
Hemisphere. We have grave responsi- 
bilities to the form of government made 
general among mankind, until the last 
twenty years, through the force of our 
example of its successful operation. But 
though our sympathies go out pro- 
foundly to other great democracies at 
this very critical hour, it is not within 
the power of the United States, or of all 
the Western world, to save Europe from 
the consequences of its history. If we, 
on this side the Atlantic, can save the 
Western Hemisphere from the conse- 
quences of European history and from 
the consequences of our own history; we 
will be doing a heroic service for man- 
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kind. Wherever our frontiers may lie, 
they do not extend to Tunis or the 
Cameroons. Our problems and respon- 
sibilities are here. 

If this democracy is not powerful and 
effective, no democracy will survive. 
When the steamship “Wiegand,” loaded 
with American scrap iron, outward 
bound for Japan, flattened her nose in 
New York Harbor we gave notice to 
the world that our ethics are not good 
enough yet, in spite of ringing ‘words 
against tyranny and oppression. They 
are not good enough so long as any- 
where in the world men and women are 
being blown to pieces and civilization 
destroyed with shells manufactured 
from American steel. Nor were we good 
enough in 1915, when Wilmington was 
roaring with the industries of death and 
we were maintaining a profitable neu- 
trality of inspiring phrases. As long as 
we can comfortably fatten our bellies 
and spin our wheels with profit made on 
human lives, we are not good enough to 
take over the moral guidance of the 
universe. 

What the United States can do for 
the world she can do in the Americas, 
and what she can do in the Americas she 
can do best of all within her own na- 
tional borders, not in a policy of isola- 
tion but in a policy of self-mastery for 
the good of her own citizens and of her 
neighbors. 

If we are to have a decent future in 
the Americas, we will begin this year— 
not next year or the year after—to 
end the accumulation of debt that may 
prevent us, and will surely prevent our 
sons and daughters, from defending de- 
mocracy against its internal and exter- 
nal enemies. Before those enemies, all 
the democracy there is across the water 
is standing hamstrung with debt that 
can be ended only by dictatorships or 
by prodigious and ruinous inflations. 
We see the European democracies today 
facing fresh involvements whose conse- 
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quences may end the existence of any 
free society upon the continent of Eu- 
rope for another generation. Capitalism 
is no god; but the right of any man or 
woman to stand up and say the things 
he or she believes without peril of life 
or freedom is a dearly won right that 
can be lost, and is being lost, through 
the delusions of grandeur and growth 
that have infected all the great indus- 
trial nations. 

Now is our time to take thought. 
The future can never be made any bet- 
ter than the past. Only the present can 
be made better than the past. If we 
fail in that, we prove our incompetence 
to do anything whatever about any 
tomorrow. 


THE PROBLEM STATED 


What do we need? What are our 
problems? If they are not problems to- 
day for all the Americas, they are prob- 
lems that must be foreseen by all the 
Americas, and whose consequences af- 
fect every square mile on these two 
continents. 

Machinery has dispossessed the low- 
est fourth of our population—the lowest 
fourth in training, adaptability, even in 
mere briskness, or whatever unhappy 
combination of heredity and environ- 
ment makes them the lowest economic 
fourth. We cannot argue that now. 
They are dispossessed. Machinery has 
seized upon the function always hitherto 
through human history borne by a large 
component of past populations, the 
function of providing motive power and 
manual labor, and there is no indica- 
tion whatever that it will cease to do so 
as long as our devices for the generation 
of power survive. 

To achieve so much was a great step 
forward in human progress, but a step 
whose consequences we have evaded. 
The leisure class is no longer on the top 
of the social heap, but on the bottom. 
In one generation we have passed from 
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the picture of the poor man burdened 
by toil too heavy for him to endure to 
the picture of the poor man oppressed 
by an idleness even more tragic; and 
nine-tenths of our social philosophy is 
still based on the former picture. 

Because that first picture has 
changed, many of the accepted deduc- 
tions from it have become false. Among 
those which have become false, none 
has proved more immediately false than 
the theory that by increasing the com- 
plex necessities of highly civilized liv- 
ing, the benefits of civilization will 
diffuse downward adequately to the 
bottom. On the contrary they have 
not done so, and will not do so. If 
experience is any teacher, the disparity 
of distribution increases under the sys- 
tem of boom-time living experienced in 
1929, in which year 10 per cent of the 
employable men and women in the dis- 
trict surrounding the city of Philadel- 
phia were out of work. 

Build all the houses you choose for 
the profitable upper income classes, and 
they will not get down to the poor until 
they have become slums. Nor will 
those earning less than fifteen hundred 
a year gain much or anything in the 
operation but mere existence from pri- 
vate rather than government capital; 
and the tragic fact remains that by the 
standards of modern industry they are 
worth no more than they get. 


THE PROBLEM SOLVED 


To this problem, to this need, there is 
no permanent answer on the whole hori- 
zon of society but one, in the face of 
the rising potentiality of our power- 
driven machinery, in a maturing world. 
The dispossessed of our population must 
be trained to services that do not even- 
tuate in production, but through which 
they may share in the fruits of produc- 
tion. They must be given adequate 
preparation for every possible service to 
the leisure-time activities and the recre- 
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ation of our producing majority, and in 
every possible art and craft, however 
humble, that does not compete with the 
product of machinery. And we must 
generalize our use of such products and 
such services, now available only to the 
highest fourth of our population in 
income level. That is the proper aim 
for our social effort, and the only aim 
not fraught with danger to the peace of 
the world. That is the implication of 
the acceptance of maturity by our 
powerful industrialism. 

To train a quarter of our population 
to occupations of human service rather 
than to occupations of material produc- 
tion might require half a generation of 
united effort; but it is effort that would 
be repaid in peace and happiness to us 
all. 

What is to pay for that effort? The 
answer is painful, but here, too, there is 
only one answer compatible with the 
continuance of a free and unaggressive 
government in this part of the Americas. 
Such an effort of social adjustment can 
be paid for only by taxes, for it is not 
premised upon wildly expanding profits. 

Let me put it this way. If we as 
a people, for four consecutive years, 
pulled in our belts for the defense of 
democracy and the promotion of our 
common humanities, as the people of 
Great Britain have pulled in their belts 
for the defense of their colonial empire, 
the United States would be out of debt 
by 1943. Such policies as that and such 
a sacrifice as that will sooner or later be 
inevitable. If we could accept it now, 
even if on no such heroic scale, and be 
persuaded, by any voice, of our neces- 
sity to defend America and the Ameri- 
can ideal of life today by a policy based 
on world realities, the Western Hemi- 
sphere would be a safer place for all its 
peoples. 


SUGGESTED POLICIES 
To meet the needs of a maturing in- 
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dustrialism, I would therefore suggest 
these policies: 

First, for us and for all nations shar- 
ing our economic and social problems, a 
recognition of the maturity of the in- 
dustrial civilization, that recognition to 
imply progress of every kind in every 
technology that it is within our power 
to advance; but a full recognition that 
the welfare and happiness of our land 
lies as fully in the common needs of men 
as in material luxuries and possessions; 
the training of those dispossessed by our 
advancing technology for service in 
fields that are not productive of things 
but of health and pleasure; the increase 
of outdoor activities for all ages; the in- 
crease of leisure time; the development 
of a national program of creative recrea- 
tion for those who need such guidance 
during these years of transition. 

Second, the avoidance of any increase 
in debt whose repayment is contingent 
upon, and must be contingent upon, an 
aggressive pursuit of foreign commerce, 
and that not only for the United States 
but for every nation in all the Amer- 
icas. 

Third, the avoidance of any form of 
self-exploitation, motivated by a desire 
for rapid growth on the part of any one 
of the American nations, however rich 
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in potential resources it may be and 
however undeveloped. Self-develop- 
ment on native capital was our course 
in the United States and has been the 
secret of our independent and unham- 
pered existence through all the strug- 
gling years of our youth. It is the only 
safe course for any American nation in 
the present circumstances of the indus- 
trial world, and the only policy that can 
assure them of freedom from foreign 
domination. 

Fourth, the union of all the Americas 
in a general commercial treaty insuring 
an eventual free commerce among all 
nations in the Western world. 


From the last rocky cape of the Ar- 
gentine to the most remote snow-ribbed 
tundra of the Mackenzie, there can be 
peace and peace under democracy, if we 
unite to face on this soil the problems of 
a maturing civilization and lay aside 
that adolescence whose prodigious 
growth we have so long enjoyed. What 
mankind has struggled for endlessly 
through ten thousand years is now here 
in our hands. We have conquered the 
earth, and if we fail now, it will be only 
because we will not accept the small 
measure of self-discipline involved in 
conquering ourselves. 
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The Monroe Doctrine and Pan-Americanism 


By Wi1ram R. CASTLE 


ROBABLY more nonsense has been 

spoken and thought and written 
about the Monroe Doctrine than about 
any other important principle of Ameri- 
can foreign policy; but, in spite of this, 
the Doctrine remains a cardinal prin- 
ciple of that policy. It was wrong a few 
years ago to claim that the Monroe 
Doctrine gave us the right to interfere 
in the internal political affairs of our 
Latin American friends. It is equally 
wrong today to say that the Doctrine is 
outmoded and has been replaced by the 
good neighbor policy. It is absurd to 
say, as many do, that the Monroe Doc- 
trine is in conflict with the ideal of 
Pan-Americanism. 


ORIGINAL THOUGHT OF MONROE 
DOCTRINE 


When President Monroe proclaimed 
the Doctrine which made him famous— 
a state paper composed by the Secretary 
of State, John Quincy Adams—he was 
acting in response to vociferous and 
well-nigh unanimous popular enthusi- 
asm for the new republics of the hemi- 
sphere which had just broken away from 
the mother country and set themselves 
up as independent nations. In popular 
estimation, the proclamation of this 
Doctrine was simply a brave and un- 
selfish stand in defense of the rights of 
some courageous little democratic states 
to the south of us. Even then, however, 
we may be sure that statesmen of the 
caliber of John Quincy Adams fully 
realized that it was also a defensive 
measure which might in time become 
incalculably important to the United 
States, as it was instantly important to 
the new republics. Adams probably 
even believed that the impertinence, as 
it was bound to be considered in Eu- 
rope, on the part of a weak and un- 
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important nation such as we then were 
would nevertheless increase our prestige 
because of its very boldness, and might 
well force the great nations of the Old 
World to pay attention to our words. 

The nations of the Holy Alliance pre- 
tended to be annoyed and probably 
were, but back of their annoyance they 
realized that Great Britain would un- 
doubtedly support us in our stand, even 
though Great Britain itself was some- 
what annoyed at not having been in- 
cluded as one of the guaranteeing pow- 
ers in the declaration made by President 
Monroe. At least the Holy Alliance did 
nothing except to talk, and the new re- 
publics undoubtedly owed their initial 
safety to our declaration. 

The Monroe Doctrine was a traffic 
stop signal for foreign nations with ex- 
pansionist ideas. The signal was in it- 
self usually sufficient to stop any ap- 
proach to American shores, but tests 
were made once or twice and it quickly 
became clear that the rule expressed by 
the signal was fully alive and active. 


INTERFERENCE IN LATIN AMERICA 


As time went on, however, the quite 
simple and clear lines of the Monroe 
Doctrine began to be obscured. People 
in the United States began to wonder 
whether, since we were obliged to pro- 
tect the independence of Latin Ameri- 
can countries, we did not have as a nat- 
ural corollary special rights in those 
countries. Since the American Govern- 
ment had declared itself ready always 
to protect these nations from foreign at- 
tack, were they not particularly good 
risks for American investment, and at 
the same time did they not really owe 
our citizens special privileges in return 
for the protection given? Still further 
than this in complicating the original 
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Doctrine was the quite natural attitude 
of European nations. “If,” they said, 
“you will not let us protect our own 
nationals and our own investments in 
Latin America, it inevitably follows 
that you must do it for us.” 

In consequence of all these things the 
United States began more and more to 
interfere in the affairs of Latin Ameri- 
can countries, especially in the Carib- 
bean region. American marines were 
landed to protect American investments 
until, during the administration of Presi- 
dent Wilson, the habit became almost 
epidemic, especially in Cuba. But Mr. 
Wilson went even further than the pro- 
tection of American investment. He 
used the armed forces of the United 
States to carry out his ideas of reform 
in other countries—to upset dictators 
whom he did not like. We also occa- 
sionally had to make demonstrations to 
prevent foreign nations, often under 
great provocation, from doing what the 
Monroe Doctrine obligated us to pre- 
vent them doing. Thus occurred, for 
example, the American occupation of 
Santo Domingo. All these moves, 
whether the aptly named “dollar diplo- 
macy” or the benevolent but mistaken 
interference in the affairs of other na- 
tions, were ascribed by many people in 
the United States and by more people 
in Latin America to the Monroe Doc- 
trine. 


HATRED oF MONROE DOCTRINE 


The growing detestation of the Doc- 
trine from these causes was coincident 
also with the growth of national self- 
consciousness and pride on the part of 
many Latin American nations which felt 
wholly able to protect themselves. The 
“big brother” attitude of the United 
States offended them as being crude and 
condescending. They felt that because 
of the Monroe Doctrine we were in- 
fringing on their sovereignty. Thus 
they began to dislike the United States, 
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the Colossus of the North, because they 
had first disliked the Monroe Doctrine; 
and perhaps their dislike of us was more 
justifiable since much that we had done 
had no relation to the Doctrine at all. 
The Latin American nations felt that we 
did not appreciate their culture, their 
independent status, their contributions 
to world progress in letters and in sci- 
ence—and the plain fact was that in this 
they were generally right. 

The Latin American countries did not 
at all realize that the Pan-American 
spirit, which probably had its origin in 
the mind of James G. Blaine, was based 
on a very real desire on the part of the 
people of the United States to get in 
closer relations with their neighbors. 
We always think of Blaine as a not very 
scrupulous politician. Perhaps this esti- 
mate is correct, but there is no doubt 
that he also had many statesmanlike 
qualities; that he looked forward to the 
best interests of his country; that he 
was often sentimental in his regard for 
weaker peoples. Furthermore, this 
Pan-American spirit was increased by 
the fact that the Franco-Prussian War 
had made us more than ever eager to 
withdraw from the quarrels of Europe, 
and that our own war with Spain had 
made us see that we could count on no 
friends anywhere in the Old World. 

Such things as these inevitably 
pointed to closer relations with the other 
Americas. These relations improved a 
bit after the war with Spain because we 
had the courage and the decency and 
the common sense not to annex Cuba. 
They went down hill again under the 
intervention policy of the Taft admin- 
istration, a policy, curiously enough, 
carried to its extreme under President 
Wilson. 


CHANGE FOR THE BETTER 


The real, and it is to be hoped the 
permanent, change for the better came 
when Charles E. Hughes was Secretary 
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of State. The Latin Americans imme- 
diately recognized that he was a man 
to be trusted. His policy was dignified, 
friendly, forward-looking, and construc- 
tive. He insisted at all times on the full 
sovereignty and independence of the 
different Latin American nations. He 
stressed the true meaning of the Monroe 
Doctrine and justified possible action 
by the United States alone to keep 
foreign nations from acquiring territory 
in this hemisphere as a necessary part 
of the inalienable right of any state to 
defend itself. In the Central American 
treaties which were an example of his 
constructive work, successfully negoti- 
ated in Washington under his chairman- 
ship, he proved his desire for peace, 
brought into being a practical plan for 
preventing the frequent civil wars which 
had been the curse of the small Central 
American nations, and at the same time 
proved to the larger nations of South 
America that the United States had no 
ulterior motives, no desire to dominate 
anyone. Finally, he made quite clear 
that the Monroe Doctrine was in no 
way in conflict with Pan-Americanism 
but rather was in support of it, because 
there could be no real association for 
common action except among nations 
which were not only independent but 
secure in their independence. 


INTERPRETATION OF PAN-AMERICANISM 


This is true, of course, only under 
an interpretation of Pan-Americanism 
which would fit into the picture of 
American foreign policy as it has de- 
veloped from the beginning. If Pan- 
Americanism is conceived as a formal 
defensive and offensive alliance of the 
American nations, it does not fit into 
our own picture, and immediately falls 
into contradiction with the Monroe 
Doctrine. If, on the other hand, it is 
looked upon as a loose association of 
liberty-loving nations, all of them for- 
tunately separated by wide oceans from 
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the restless and often warring areas of 
the world, an association of nations de- 
termined to keep the peace among 
themselves and to develop their civiliza- 
tion without interference from outside, 
then the Monroe Doctrine must be an 
aid to Pan-Americanism. 

The ideal cannot be reached merely 
through a network of treaties except 
in so far as treaties may codify prac- 
tice. A quite general treaty may point 
the way to closer and more friendly 
relations. Specific treaties, on the 
other hand, specifying the rules by 
which a still only anticipated friend- 
ship shall be carried on, are generally 
disregarded entirely; that real friend- 
ship may never materialize; it is re- 
tarded rather than encouraged. Pan- 
Americanism can never mean anything 
vital if it is just a collection of docu- 
ments. It must be a thing of the spirit, 
a common consciousness of a common 
mission, an interdependence of interests, 
spiritual as well as material. Into such 
a system the Monroe Doctrine fits nat- 
urally, just exactly as a general insur- 
ance policy against accident increases 
the confidence of all the individual 
workers in a great factory. 


THE Goop NEIGHBOR Poricy 


But for some reason the Administra- 
tion in Washington seems to want to 
cut the Monroe Doctrine out of the 
picture of inter-American relations. It 
seems to feel that this Doctrine has 
somehow been replaced by the policy of 
the good neighbor. (Recently we have 
been spelling those words with capital 
letters as though they needed to be pub- 
licized and boasted about. Actually, 
even without capital letters this policy 
has been the determining force in Amer- 
ican foreign relations since George 
Washington proclaimed it.) But this 
policy of the good neighbor is one which 
depends on a good neighborhood. It 
can never be successful as a one-way 
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policy, as it seems now to be interpreted. 
All members of a good neighborhood 
have their responsibilities in maintain- 
ing the reputation of the neighborhood 
and the happiness and security of all its 
members. All members have their 
duties as well as their privileges. They 
must be able not only to like one an- 
other but to respect one another. Ev- 
_ eryone must look after himself and his 
own family first of all, never at the 
expense of the rights of his neighbors 
but equally defending his own rights. 
The Golden Rule is still a pretty good 
motto under which to live. 


CONFISCATION oF OIL PROPERTIES 


I suppose the reason the Government 
of the United States has permitted first 
Bolivia and then Mexico to “get away 
with” the confiscation of foreign oil 
properties under the guise of expropri- 
ation is that it did not want to disturb 
the harmony among the American na- 
tions. But in the long run respect is 
more important than harmony, and har- 
mony which is not based on respect is 
only the prelude to discord. 

There is no need here and now to go 
over the sad story of either the Bolivian 
or the Mexican confiscations. The 
Mexican story is well known, and I as- 
sure you that the record in Bolivia is 
equally bad. You can prate as you will 
about the necessity of seeking satisfac- 
tion for alleged injustices in the local 
courts. If the courts are openly packed 
against you; if in addition it is possible 
for a high official of the government to 
say over the radio just as the Supreme 
Court of his country is about to pass on 
the matter of breaking a contract, as 
happened in Bolivia: “It is precisely in 
these moments that we must make 
known to the Justices of the Supreme 
Court our decision to tear out their en- 
trails and have their blood if perchance 
they rule against the sacred interests of 
the nation and in favor of the Standard 
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Oil Company”—if such things happen, 
what hope can there be of justice? At 
times like this the Department of State 
must step into the breach and live up to 
the universally recognized rule of inter- 
national law which is that the foremost 
duty of every nation is always the pro- 
tection of its own citizens. 

This does not for a moment mean 
that we should have to use force. In- 
deed, the present Administration has 
wisely followed the dictum of President 
Hoover that force will not be used for 
the protection of property. The value 
of property is not comparable to the 
value of human life, and, furthermore, 
the use of force to protect American 
property in foreign countries is so cer- 
tain to cause bitter feeling that further 
trade or investment in those countries 
would immediately stop. But is there 
anyone foolish enough to think that if 
we had refused to buy Mexican silver 
the Mexican Government would have 
persisted in its course? Instead of this 
we have gone on helping to support the 
country, have purchased Mexican oil 
stolen from our own citizens, and have 
sold at great loss to ourselves wheat 
which would not have been needed by 
Mexico except for the agrarian expro- 
priations. 

It is true that we have an agreement 
with Mexico for payment over a period 
of ten years for these agrarian expropri- 
ations, but it is actually worse than no 
agreement, because we accepted the 
Mexican note saying that the money 
was not owed to the United States but 
was merely being given as proof of 
friendship, and, further, that the agree- 
ment was to create no precedent for the 
future. Theoretically, therefore, we 
were maneuvered into the position of 
approving whatever depredations the 
Cardenas government may make. 

In Bolivia we have done nothing ex- 
cept to advise the oil companies to seek 
redress in the already packed courts, 
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and, after the personal threats to the 
Justices, the Supreme Court recently 
handed down a decision against the 
companies, a decision based on such 
absurd pretexts that the most stupid 
man could see that it was political and 
not judicial. 

But I have no intention here to go 
into what I consider mistakes in the 
detail of policy in dealing with indi- 
vidual countries. I have spoken of 
what has happened in Bolivia and Mex- 
ico only because I believe it is the kind 
of thing which destroys respect for the 
United States throughout Latin Amer- 
ica. If we had adopted the Wilsonian 
idea of dispatching troops to defend our 
interests, all of Latin America would 
have been enraged and rightly so, since 
this would have been the negation of 
our policy of many years and in contra- 
diction to written engagements. What 
we have done, unfortunately, is to give 
notice to Latin American countries that 
American developments are everywhere 
theirs for the taking, and it is probable 
that we shall see a good deal of taking 
done in the years to come. 
` Latin America as a whole, certainly 
advanced nations like Argentina and 
Brazil, would never stand for the con- 
fiscation of the property of their citi- 
zens as we have done. I am sure that 
if we had notified the other American 
nations in advance of what we planned 
to do under certain circumstances, steps 
which might have been, as President 
Roosevelt said in another connection, 
“more than words and less than war,” 
the rest of the Latin American nations 
would have been with us, would have 
approved our stand, and would greatly 
have appreciated the fact that they had 
been taken into our confidence. We 
should have been building up among 
self-respecting nations a spirit of sol- 
idarity which is the essence of Pan- 
Americanism, whereas now we have 
merely made them sneer at us. 
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TRADE AGREEMENTS AND TREATIES 


But our stand must not be only nega- 
tive. In so far as revised and more 
favorable customs arrangements will 
bind us more closely to the other Ameri- 
can nations, let us make them when they 
are such as will not injure our own citi- 
zens. We cannot agree to load our- 
selves down with products of which we 
already have a superfluity. As far as 
these products are concerned, however, 
we can help our Latin American neigh- 
bors by facilitating their sale abroad 
through our own financial power or 
through prearranged triangular trade. 

I should like to see this done even 
with the totalitarian states. If in help- 
ing Latin America we should ease eco- 
nomic conditions in Italy and Germany 
——as long, of course, as Europe is not at 
war—we should destroy the power of 
Mussolini and Hitler to criticize us, and 
at the same time we should increase the 
chances of peace, because, behind all the 
talk of ideologies, there is in these have- 
not nations the real specter of famine. 
This is the driving force behind their 
interference with outside nations—not, 
as is often said, a desire to impose their 
own systems on others. There would 
have been no Bolshevism in Russia if 
the people had had enough bread. Ger- 
many would have been a democracy still 
if the other nations of Europe had had 
the courage and the vision to help re- 
publican Germany to achieve prosper- 
ity. But in this case we are thinking 
of Latin America. If we show our sister 
American republics that we are not 
afraid of the totalitarian states because 
we know our own form of government 
to be superior, they will be far less 
likely to be influenced by the blandish- 
ments of the dictators. It is not going 
to help the Pan-American idea to preach 
hatred against any European or Orien- 
tal nations. 

If the multitude of treaties drawn up 
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at the many inter-American congresses 
are going to make the nations of this 
hemisphere pull together more smoothly, 
I am for them—as long as they are 
clearly understood, are thoroughly hon- 
est, do not exaggerate, and are fair to 
our own people. The moment we sign 
a treaty the promise of which we may 
not be able to fulfill, we lay ourselves 
open to serious reproach and to the 
danger of destroying all the good that 
has been done. Unfortunately there 
have been such treaties negotiated dur- 
ing the last few years, and they are a 
menace to the cause of Pan-American- 
ism. Let us avoid any commitments 
like the promise never to use force, 
“military or diplomatic’”—whatever 
that means—because that promise cov- 
ers all unforeseen contingencies. If 
there were an insurrection, for example, 
in some special country, if American cit- 
izens were being slaughtered, public 
opinion in the United States would in- 
sist on the immediate dispatch of a 
warship to protect them and take them 
away—and then all Latin America 
would say that the United States had 
broken its pledged word. 


INTELLECTUAL CONTACTS 


Let us also do everything possible to 
increase our intellectual as well as our 
material contacts with Latin America. 
Insistence on the importance of such 
intellectual co-operation seems to me 
one of the best aspects of the recent 
agreements with Brazil, one among 
many of the agreements which are 
certain to be of value. Let us lay more 
stress on the study of Spanish in our 
schools and our study of the history of 
Latin America. Most of our people do 
not know that there were institutions of 
higher learning in South America before 
Harvard was ever dreamed of. Most of 
us have no knowledge whatever of the 
good literary and artistic work being 
done to the south of us. Our idea of 
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Latin American art is confined to the 
work of one or two communistic Mexi- 
cans who do not express Mexico but 
rather Russia. Let us encourage travel, 
the building of highways, the inaugura- 
tion of first-class steamer service for 
both passengers and freight, and let us 
do all this without giving any suggestion 
that we are trying to impose ourselves 
or our ideas on our neighbors, In such 
collaboration we shall gain quite as 
much as they. 


THE QUESTION OF ARMAMENT 


Pan-Americanism should always be 
far removed from military alliance ex- 
cept, of course, such temporary under- 
standings as may be reached when war 
appears imminent. The reason for this 
is clearly that Pan-Americanism should 
stand for peace and for the peaceful 
measures of everyday life and work 
which tend to maintain peace. De- 
fensive armament there should be, since 
the world is not yet sufficiently civilized 
to realize that war is the worst way to 
solve any problem. But that defensive 
armament should be unobtrusive; it 
should not bristle like the quills of a 
frightened porcupine. In its external 
manifestations the main purpose of Pan- 
Americanism must be to show the rest 
of the world the inestimable value of 
friendly co-operation. 

Can we take the practical step of 
helping our neighbors to the south to 
get the necessary defensive armament? 
The answer is, of course, “Yes,” as long 
as this does not become charity to be 
paid for by the over-harassed American 
taxpayer. If some Latin American na- 
tion wants us to build for it some kind 
of a warship, I should personally be glad 
to see it done at cost. I am told, how- 
ever, that a ship can be constructed in 
the Netherlands for just about half of 
what it costs here. Presumably the na- 
tions of South America want to buy as 
cheaply as is consistent with good value, 
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and I should hate to see American ship- 
yards “compete”—as it has naively 
been expressed—with Dutch yards to 
the tune of millions of dollars paid by 
the American Government as a gift to 
bring the payment up to the American 
cost price. 

At least until we get our national 
finances into some kind of equilibrium, 
we cannot afford to support our neigh- 
bors, and I doubt whether they want 
this. Surely if the big brother attitude 
which is supposed to be contained in the 
Monroe Doctrine is offensive to the 
Latin American nations, any attempt to 
buy their friendship in this way must 
be even more offensive. It is the very 
negation of equality, and sane Pan- 
Americanism must be co-operation 
among politically equal nations which 
respect one another. In the question of 
giving and taking, it is seldom that there 
is much respect by him who takes for 
him who gives. 


MUTUAL RESPECT 


The only stable foundation for a 
working union of individuals or of states 
is justice. Sentimental attachment may 
bring warm and enthusiastic relations 
for a time, but sentiments are unstable 
unless they are based on the just deal- 
ings which occur when there is mutual 
respect. I believe that lack of mutual 
respect has been the root of all our mis- 
understandings with Latin America. 
Sometimes it has been our fault, some- 
times theirs, but generally the blame 
could be fairly equally divided. We 
have been irritating through our lack 
of appreciation, and sometimes over- 
bearing because of our physical 
strength. They have not always played 
fair with us, generally because they did 
not think things through. We shall 
probably irritate them again, but I hope 
never through disregard of their feel- 
ings. On the other hand, we have re- 
sponsibilities to ourselves which must 
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be greater than our responsibilities to 
them. 

It is conceivable that we might some- 
time be compelled to use force to quell 
disturbances in Central America or in 
the Caribbean region, not because we 
have the slightest desire to interfere in 
the internal affairs of the countries 
which make up this region, but because 
we have the responsibility for the Pan- 
ama Canal, We owe it to ourselves and 
to all the world, as well as to South 
America, to keep this great waterway 
open and in good order. Except for 
self-defense, which must always be para- 
mount, this is the only one of our duties 
which must rise even above our respect 
for the independence of any single na- 
tion. This fact we ought to make per- 
fectly clear. It should be implicit in 
every multilateral agreement. Only 
through complete honesty and frank- 
ness can we hope to build up that har- 
monious and peace-loving co-operation 
which is Pan-Americanism. 

This Pan-Americanism is not in con- 
flict with the Monroe Doctrine, because 
that Doctrine has become not a guide 
to our international actions but rather 
one of the cornerstones of our defense 
policy. I think that without the Mon- 
roe Doctrine, interest in Pan-American- 
ism in this country would languish. The 
fact that we have taken the responsi- 
bility for the defense of our neighbors 
from aggression from abroad makes us 
think about them, makes us more than 
ever eager to have them self-sufficient 
and strong in their own defense, so that 
we shall not have to come to their 
rescue. 


MUTUAL DEFENSE 


The Monroe Doctrine gives us no 
right to domineer, to interfere with any 
aspect of their independence; it gives us 
in no way a superior position to any of 
them. If every Latin American nation 
would declare its own Monroe Doctrine, 
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would promise to defend its neighbors 
of the hemisphere, including the United 
States, from foreign aggression, we 
should be delighted. That, indeed, 
would be raising Pan-Americanism to a 
high plane of common service. Think 
of it—all the nations of the Western 
Hemisphere self-dedicated to preserving 
not only their own independence but 
also that of their neighbors! It would 
have far greater meaning than any 
multilateral treaty which might be nego- 
tiated with the same object in view. 
And do you think for a moment that 
the United States would consider its 
sovereignty in any way tainted because 
Costa Rica promised to help protect us 
against foreign aggression? I certainly 
do not think so. On the contrary, I 
think the Government of the United 
States would welcome every such dec- 
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laration, and I believe that many decla- 
rations of this kind, proclaiming the 
solidarity of the two continents, would 
go a long way toward insuring peace. 

The Monroe Doctrine, then, as it ap- 
pears to me, is one of the bases of Pan- 
Americanism just as it is of our own 
national defense. It is at present the 
only concrete fact in what should al- 
ways be a flexible association of friendly 
nations. Let us not succumb to the pas- 
sion for codification. The laws of 
friendship are not immutable, but 
change with the years. They cannot be 
classified, because they are of the spirit; 
and for this very reason, as they apply 
to that relationship among the Western 
nations which we call Pan-Americanism, 
they may rise above material considera- 
tions to become a mighty force for 
world peace. 
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Lima Conference in Relation to World Peace 


By CHARLES G. FENWICK 


HE Lima Conference met under 

the shadow of grave conditions in 
Europe. It met under the shadow of 
events going back beyond the three 
months preceding it, events of the past 
five years, events that cannot be rivaled 
in history without going back a hundred 
years—treaties broken, international 
law defied, territories taken, violence 
committed—a record such as those of 
us who go back to the years of 1920 
and had then the vision of a better 
world would scarcely have believed 
could happen in our lifetime. 

It was natural that those events in 
Europe should affect the delegates at 
Lima. It was natural that a conference 
meeting primarily to consider American 
affairs should from hour to hour, cer- 
tainly from day to day, look abroad and 
wonder what would be the effect of the 
things they did at Lima upon the world 
situation. For me, at least, that was 
the case far more than at Buenos Aires 
two years before. I sensed the constant 
realization on the part of the delegates 
that what they were doing there must 
to some extent serve as an example to 
the world, that the principles they were 
laying down and the policies they were 
determining must be thought of in the 
light of the wider world situation upon 
which the peace of this hemisphere must 
necessarily depend. 

Let us classify the accomplishments 
of the Conference under three heads and 
see what was done at Lima, and then 
examine how what was there done may 
throw light upon the needs of the world 
at large. 


POLITICAL ACCOMPLISHMENT 


The outstanding accomplishment of 
the Lima Conference was in the field 
of politics. What was done was to take 


the Monroe Doctrine, a unilateral dec- 
laration of the United States, a policy 
which, it is here said, has been our 
cornerstone for 115 years—we took that 
policy and converted it from a unilateral 
policy into a multilateral policy. 

In Latin American countries a feeling 
had come to exist that the Monroe Doc- 
trine was not their friend, as it certainly 
had been in the days of Monroe, but an 
enemy, a feeling that the Monroe Doc- 
trine was simply the embodiment of 
what the United States had come to be 
—an imperialist, exploiting, intervening 
nation. That complex against the Mon- 
roe Doctrine had to be broken. We 
tried to break it at Buenos Aires. I 
should say that the primary idea of 
the Buenos Aires Conference was the 
breaking of the complex against the 
Monroe Doctrine; to make the Latin 
American nations feel that it is their 
doctrine as well as ours. We succeeded 
only in part. Something that has taken 
deep root in people’s imaginations, 
something that has come to be part of 
their inmost thinking, as the hatred to- 
wards the Monroe Doctrine had come to 
be in parts of Latin America, cannot be 
changed all at once. 

We made a start at Buenos Aires, 
There the principle was laid down that 
in the event of a threat to the peace of 
America the American republics would 
come together and consult, to determine 
what action should be taken to protect 
their interests. It was vague language, 
but language meaning for the first time 
in American history that Latin America 
had come to see that the principle un- 
derlying the Monroe Doctrine was a 
principle for the hemisphere as a whole, 
as well as for the United States. 

That was carried further at Lima. 
The primary purpose of the United 
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States in going to Lima was to carry on 
the work of Buenos Aires, to make it 
more specific and more definite, to give 
it wider scope. And that we did. The 
declaration which was drawn up, known 
as the Declaration of the Principles of 
the Solidarity of America, called in 
short the “Declaration of Lima,” does 
that very thing. A Preamble recites the 
things for which the American states are 
prepared to stand, and the Declaration 
itself states what they will do about 
those principles. 


THE PREAMBLE 


Look at the Preamble of the Declara- 
tion for a moment, the principles for 
which the American states will stand: 
“Considering that the peoples of Amer- 
ica have achieved spiritual unity”—that 
means the feeling of unity through, 
first of all, “the similarity of their re- 
publican institutions.” Now “republi- 
can institutions” means popular, in con- 
trast with totalitarian, institutions. 

“Their unshakable will for peace” is 
the second principle laid down, in a 
world in which the belief in the right 
to make war, the need to make war, the 
sacred duty to make war, has become 
all too prevalent. 

Third is “their profound sentiment of 
humanity and _ tolerance’—humanity 
and tolerance in a world in which they 
seem all too Jacking. Fourth is “their 
absolute adherence to the principles of 
international law,” which include the 
sacred faith of treaties—the corner- 
stone of international law—and the 
principle “of the equal sovereignty of 
states,” by which we mean the rights of 
weak and strong alike. Then comes the 
principle of individual liberty—an as- 
sertion of the principle against totali- 
tarianism—‘of individual liberty with- 
out religious or racial prejudices.” 

Here we have seven fundamental 
principles on which the unity of the 
American republics must depend. 
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THE DECLARATION 


There is more to the Preamble, but 
let us turn to the Declaration itself: 
“The Governments of the American 
states . . . reaffirm their continental 
solidarity,” and state, second, “that 
faithful to the above-mentioned prin- 
ciples . . . they reaffirm their decision 
to maintain them and to defend them 
against all foreign intervention or activ- 
ity that may threaten them.” Those 
are strong phrases. 

This is accompanied by the assertion 
of their sovereignty, to show that this 
is not a military alliance; it is an af- 
firmation by individual states, made 
collectively but also individually. 

“Third: And in case the peace, se- 
curity”—those are broad terms—“or 
territorial integrity of any American 
Republic is thus threatened by acts of 
any nature”—that is, by foreign inter- 
vention—‘“that may impair them, they 
proclaim their common concern. .. .” 
That is, the whole twenty-one American 
republics have a common concern in an 
attack directed against any one of their 
number. They have a common con- 
cern, a common responsibility, a com- 
mon interest, and they proclaim their 
determination to take effective action to 
meet any such attack. 

That, to me, is a very strong declara- 
tion. It is a reassertion of fundamental 
principles and a proclamation of a de- 
termination to stand by them and de- 
fend them. That is about as strong as 
we could ask for. 

I have said before that I regard this 
Declaration of Lima as one of the great 
documents in the history of the foreign 
relations of the United States. I have 
called it, and call it again, a “Magna 
Charta of American Freedom.” 

I am somewhat puzzled, therefore; I 
do not wish to be captious in any way, 
but Mr. Castle says if only each of the 
Latin American countries would declare 
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its own Monroe Doctrine, how well it 
would be,? when here we have a declara- 
tion by each and all of them of a Mon- 
roe Doctrine on their own account. I 
got no impression at Lima that the 
Monroe Doctrine was being soft- 
pedaled, but rather the opposite. It 
was simply being accepted by all the 
twenty-one American republics as their 
doctrine, individually and collectively. 
Tf I need to stress the item of individual 
acceptance, it is written twice into the 
Declaration. In the Preamble they em- 
phasize their “equal sovereignty,” by 
which they mean that they are not 
going into an alliance in which they 
would find their hands tied. 

Note also the phrase, “co-ordinating 
their respective sovereign wills by means 
of the procedure of consultation,” show- 
ing “that the Governments of the Amer- 
ican Republics will act independently in 
their individual capacity, recognizing 
fully their juridical equality as sovereign 
states.” I think if I had had my way, 
I should have soft-pedaled that state- 
ment. It is almost too much emphasis 
on the doctrine of self-defense on their 
own account; but nevertheless, as it is, 
no one can say that there is any merg- 
ing of this doctrine of self-defense into 
a doctrine of collective defense which 
would overrule or subordinate the indi- 
vidual state. I think both ideas are 
included there—the right of individual 
states to protect themselves and the ac- 
ceptance of the Monroe Doctrine for 
each of them, as well as the collective 
principle that they will all recognize and 
accept a “common concern” in the event 
of an attack on any one of them. 


COLLECTIVE SECURITY 


So much, then, for the first principle 
adopted at Lima. To use familiar lan- 
guage, it is the principle of collective 
security. All the twenty-one American 
republics agree that if an attack be di- 

1 See article by W. R. Castle in this volume. 
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rected against the weakest of their num- 
ber, they will all stand together and 
defend. They do not say what ways 
and means they will take. That is left 
to the procedure of consultation, and 
wisely so. In matters of this kind we 
must not be too rigid, and say what will 
be done under all circumstances. What 
the Declaration of Lima did was to lay 
down the principle clearly, concisely, 
and concretely, and with that principle 
I think we have ample ground to stand 
upon and meet the emergency as it 
arises. 

I might add, having called this Dec- 
laration of Lima a sort of system of col- 
lective security, that it does not apply 
among the American republics them- 
selves. By that I mean if trouble 
should break out again between Bolivia 
and Paraguay, the United States is un- 
der no obligation to protect either party. 
Why did not the American countries 
make the principle apply among them- 
selves? Brazil wanted them to; the 
United States and others objected. The 
argument. was that the principle of arbi- 
tration has been set up in America; 
moreover, there is adequate machinery 
to take care of such a dispute by the 
procedure of consultation, and there- 
fore it was not necessary to set up this 
system of mutual protection among the 
American states, but solely against any 
foreign intervention or attack. 


FREEDOM OF TRADE 


Let us turn now to the second item: 
The Lima Conference laid down the 
principle that freedom of economic in- 
tercourse is essential to the maintenance 
of peace. It is well known that Secre- 
tary Hull, for the five or six years in 
which he has been in office, has had one 
idea before him, and has pursued that 
consistently and without varying; that 
is the idea that peace between nations 
can best be brought about by lowering 
the barriers between them, opening up 
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the channels of commerce, promoting 
the freedom of trade among nations. 
By such principles Secretary Hull hopes 
that we shall avoid the situation that 
any one country will be faced with 
starvation, and we all know that condi- 
tions of economic starvation are a men- 
ace to the world. 
. Secretary Hull has not been able to 
carry out his idea fully; the 1934 trade 
agreements go only so far. But he has 
insisted that having brought down the 
barriers as far as the law allows, which 
is only half way, at that level the re- 
strictions must be equalized to all na- 
tions. That fundamental principle of 
equality is quite as vital in Mr. Hull’s 
thinking as the principle of freedom. 
That is his way to avoid the discrimina- 
tions, the retaliations, the sense of 
wrong, the reprisals, that are the great 
dangers to the world’s commerce today. 
The situation in Latin America is not 
nearly so formidable, not so difficult to 
handle or adjust, as the situation in 
Europe. Most of the Latin American 
countries are but sparsely populated, 
most of them have some raw materials. 
But not all of them are so favored. 
Imagine the situation that would arise 
in Uruguay if she should suddenly lose 
her world market for cattle. There 
would be a panic in the country. The 
foreign trade of Uruguay is essential to 
her prosperity. The same is true of 
Argentina. And while not for the mo- 
ment confronted with conditions that 
threaten them with economic starvation, 
it is clear that these countries have a 
vital interest in their foreign trade. 


CULTURAL CO-OPERATION 


In the third place, the Lima Confer- 
ence sought not only to promote politi- 
cal security for all the Americas and 
economic freedom for all the American 
states, but also a greater degree of social 
understanding. That is badly needed. 
I need not emphasize that, because Mr. 
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Castle has well pointed out ? that trea- 
ties and written agreements cannot 
carry us very far unless we promote 
that spirit of mutual understanding 
upon which the good faith of treaties 
depends. That we labored very hard 
to do at Lima. Out of 112 resolutions 
adopted there, probably 70 relate to 
what we call “moral disarmament”— 
trying to get rid of prejudices and pro- 
mote a better understanding among one 
another. The story is a long one, but 
provision was made for exchange of 
students, mutual co-operation in social 
and humanitarian matters, spread of 
books and government publications, ex- 
change of professors, building the Pan- 
American Highway, and trying to get to 
know Latin America better than we 
have in the past. 


Scope oF MONROE DOCTRINE 


Now the question before us, and a 
vital one, which we must always have 
in the back of our minds, is how we can 
apply the principles adopted at Lima 
to the solution of the crisis through 
which the world is now passing. The 
Monroe Doctrine is a curious thing; it 
has been through many phases. There 
was a time when a professor at Yale 
called it “obsolete.” The professor 
afterwards became a United States Sen- 
ator, and found it exceedingly embar- 
rassing at times when the other Senators 
would remind him that he had called it 
obsolete. 

But the Monroe Doctrine has curious 
aspects. It is a product of history. 
How far away is Chile? Farther away 
than Czechoslovakia. Yet an Ameri- 
can boy is supposed to be ready to die 
to protect Chile from an invasion by 
Japan, but is forbidden to do anything 
about Czechoslovakia. His Govern- 
ment can scarcely be allowed to protest 
a wrong done to Czechoslovakia. 

What does the Monroe Doctrine take 

2 See article by W. R. Castle in this volume. 
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in? It did not at first take in Canada, 
because it was thought that Canada was 
protected by Great Britain, and the 
Doctrine was not directed against Great 
Britain but against the Holy Alliance, 
as it was popularly known. Today we 
have taken in Canada, have we not? 
Last summer at Kingston, President 
Roosevelt said that the United States 
would not stand idly by if we saw an- 
other power trying to dominate Canada. 
I take it that the American interpreta- 
tion of that statement is that Canada is 
now, by popular accord, within the 
Monroe Doctrine. 

What about Australia? Is that 
within the Monroe Doctrine? We have 
never thought of that. And what about 
New Zealand? Well, we have never 
thought of that, either. It may be as 
near as Chile. Would an attempt at in- 
vasion of New Zealand by a foreign 
power to extend its system to New Zea- 
land bring the United States forward? 
And Hawaii? Well, that is not in the 
original Monroe Doctrine. Alaska? 
Certainly. We do not know about the 
Philippines. Perhaps they are included 
until they get their independence in 
1946, if they ever take it. I do not 
mean that we will not give it to them, 
but they apparently may not want it. 
They are beginning to be uncomfortable 
about getting away, and if conditions do 
not improve, they will doubtless ask us 
to continue some form of protection. 

The Monroe Doctrine is a doctrine of 
self-defense extended to include condi- 
tions that do not directly threaten us, 
but indirectly threaten us by creating 
other conditions which would threaten 
us. Suppose I define it as a doctrine of 
long-range self-defense. We see that if 
something happened five thousand miles 
beyond our borders, it would create a 
situation in which there would be a di- 
rect threat, and therefore we extend the 
range of self-defense. 

Why have we so narrowed the range 
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of self-defense? Having extended it as 
far as the Monroe Doctrine, why are we 
not going farther? Some of our friends 
of Irish origin who are very determined 
to save us from any complications in 
Europe hesitate when I say, “Suppose - 
Germany did defeat Great Britain as 
she did at Munich? Suppose she took 
over the British navy and proceeded, by 
way of rounding out things, to take over 
Treland? How about that?” “Oh, 
well,” they say, “that would be another 
matter.” I suspect those who today 
would not permit any co-operation with 
Great Britain would be quite ready for 
the United States to take action to de- 
fend Ireland; and yet it is sure that if 
Great Britain and France were defeated, 
Ireland would come within the scope of 
German control. 


Can We Isorate THis HEMISPHERE? 


I seem to be wandering from the 
point, and I am. The great question be- 
fore the world is this: Can we take the 
three sets of principles—political, eco- 
nomic, and social—adopted at Lima and 
make them world-wide? Is interna- 
tional law to be limited to a continent? 
Can we really isolate this hemisphere? 

My answer is clear: we cannot isolate 
a hemisphere. The Latin American 
states can no more be isolated than we 
can, and we cannot be isolated, however 
much we may want to. Argentina’s 
contacts are with Europe, not with the 
United States. In our press last De- 
cember there was an attempt to make 
Argentina the villain of the piece. No, 
she was not. She was doing as we have 
always done—looking out for No. 1. 
She did not want to offend her trade 
customers in Europe. 

Uruguay’s contacts are with Europe. 
In other words, the more we study the 
Latin American situation, the more con- 
vinced we become of the universality of 
international law. It cannot be limited 
to or isolated in the American Hemi- 
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sphere. It is well that we should try 
to organize Latin America. It is well 
that we should try to set up certain 
principles there. But let us not think 
that we can isolate this hemisphere, and 
- having done so, turn our backs and be 
indifferent to the larger problem of law 
and order in the world as a whole. 


“HUNGRY NATIONS” 


Now, is there any hope of a way out 
of the desperate situation the world is 
now in? Fifteen years ago there was a 
good chance. It was possible then to 
do the right thing. But the right thing 
was not done by Great Britain, France, 
or ourselves. What do I mean by that? 
We blamed France and Great Britain, 
and I think we blamed them rightly, for 
not making concessions to Germany and 
Italy in 1926 when those concessions 
would have saved us from what has 
since come. Concessions made to alle- 
viate conditions in Germany then, would 
have been concessions to law and order, 
not to violence. They were not made. 
And we, too, were guilty. How were we 
guilty? 

When the United States in 1923 and 
again in 1930 raised an insuperable bar- 
rier against trade—let us say the trade 
of Italy—we practically, in so doing, 
told Italy to starve, and we did not care. 
Italy has no coal, no iron ore, no cot- 
ton, no copper, no oil—none of the raw 
materials of industrial life. 

Before 1920 Italy did not need to 
possess these things. She could and did 
trade with the United States, and we 
were only too glad to sell our oil and 
our copper and our cotton and other 
materials. But after the World War, 
Italy, not realizing in 1919, at the Peace 
Conference, what would come, saw bar- 
riers rising against her all over the cen- 
tral part of Europe and saw the United 
States raising barriers higher and higher, 
until they become insuperable. 

The day we passed that Smoot-Haw- 
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ley Tariff of 1930, we told Italy to 
starve, and take it. Because Italy has 
no gold to spend for oil in Texas, the 
day we said “We do not want your silks 
and lemons,” we said “You can’t have 
our oil.” It is a two-way proposition. 
Our people did not think of that side. 
If they had, I suspect the lobbyists of 
oil and copper and steel would have 
been in Washington saying, “Don’t raise 
that tariff up there; they can’t buy.” 
We thought only of protecting ourselves 
against goods we did not want; and 
how many American citizens thought for 
five seconds that in passing that tariff 
we were condemning a country to in- 
dustrial starvation. 

We did not care, and a lot of Ameri- 
cans do not care today. That is a fact. 
And until we face it we are going to 
face the other fact that “hungry na- 
tions” will do desperate things. The 
present fanaticism is not natural to Ger- 
many, certainly not natural to the Ger- 
many I knew when I studied there be- 
fore the World War; nor is it natural to 
Italy; but both countries, if facing in- 
dustrial starvation, will do desperate 
deeds. In Carlyle’s French Revolution 
I remember reading many years ago, 
“And visions stalked through the brain 
of hungry France.” Visions will always 
stalk through the brain of hungry na- 
tions, and then it is that they do the 
perfectly fantastic thing—build up 
armies and navies as Italy has done, 
which exhaust them and reduce them 
to greater starvation because of the ne- 
cessity of feeding the armaments with 
which they propose to fight for what 
they need. 


Wortp Access to Raw MATERIALS 


How can we get out of this situation? 
As I see it, peace consists of two things: 
the suppression of violence and the pro- 
motion of justice. In 1919 we thought 
only of one thing—suppressing violence 
—and the Covenant of the League was 
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primarily intended to keep down vio- 
lence. That was absolutely necessary, 
but no adequate provision was made for 
the promotion of justice, and the failure 
to make provision for justice was the 
failure of the League. 

I still believe in the ideal of an inter- 
national organization to promote peace. 
I still believe it holds the hope for the 
future; and if we are ever to get away 
from the lawlessness we are now wit- 
nessing it will have to be in a greater, 
a revitalized association of nations, But 
it will have to be an association not only 
for the suppression of violence but also 
for the promotion of justice. It will 
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have to make available to all nations the 
raw materials of industry and share 
with the world at large as we forty- 
eight states are sharing with one another 
within our national boundaries. 

That perhaps is visionary, and yet 
those are the reflections to which the 
Lima Conference leads me and has led 
me ever since I was there—that what 
we did for the Americas can be done for 
the world; so that in this dark hour we 
must reiterate, “We will co-operate with 
you on these terms.” Let us state the 
terms as they were stated at Lima, the 
terms on which we will co-operate with 
all the world. 
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Introduction 


By SAMUEL Guy INMAN 


HE Eighth International Confer- 
ence of American States was held 
in Lima, Peru, December 9 to 27, 1938. 
The world crisis, with the ever heighten- 
ing struggle between the democracies 
and the totalitarian states becoming 
more and more acute in Latin America, 
lifted the Lima gathering from the 
status of a routine regional conference 
into a meeting of world importance. 
The University of Pennsylvania, there- 
fore, mindful of the duty of such an 
institution to aid the public and its 
alumni scattered in large numbers in 
North, Central, and South America to 
interpret the significance of such inter- 
national conferences, arranged a two- 
day meeting for this purpose. The sub- 
ject of the gathering was, “The Lima 
Conference and the Future of Pan- 
Americanism.” Some of the major ad- 
dresses presented on March 10 and 11, 
1939, are published herewith. It is 
hoped that this publication will con- 
tribute to the wider consideration of the 
fundamental problems involved in the 
conservation of democracy on the Amer- 
ican Continent and will be received as 
evidence of the University’s interest in 
inter-American understanding, espe- 
cially by the large number of its former 
students who now occupy positions of 
influence in various Latin American 
lands. 
Greetings were received from a num- 
ber of distinguished persons. President 
Roosevelt wrote as follows: 


It is a pleasure to send cordial greetings 
to those who are participating in the meet- 
ing sponsored by the University of Penn- 
sylvania for the purpose of discussing the 
' recent Inter-American Conference at Lima 
and the future of relations among the 
American republics. I believe that the de- 
liberations of the Conference will prove to 


be a constructive factor of value in future 
inter-American relations. Our country 
strives for peace, fair dealing among na- 
tions, and the welfare of human beings. 
The republics of this continent are hap- 
pily striving together toward these objec- 
tives and Lima marked another milestone 
in this common endeavor. You have my 
best wishes for the success of your meeting. 
FRANKLIN D. ROOSEVELT 


Secretary of State Hull sent the fol- 
lowing message: 


I regret my inability to participate in 
this forum conducted by the University of 
Pennsylvania to discuss the Lima Confer- 
ence and inter-American relations. These 
constructive efforts to build up a well- 
informed public opinion regarding the for- 
eign policy and international relations of 
our country are a source of encouragement 
and gratification to the Department of 
State and to me personally. I am pleased 
to note that several of the colleagues and 
friends whose collaboration I enjoyed dur- 
ing the Conference are to participate in the 
present meeting. I am confident of the 
success and helpfulness of your discussions. 

The spirit in which the American peoples 
and governments carry out the declarations 
and resolutions adopted unanimously by 
the twenty-one delegations at Lima will be 
the true measure of the accomplishments of 
the Conference. I personally am optimistic 
with respect to the significance which the 
Eighth International Conference of Ameri- 
can States will assume in inter-American 
relations as time goes on. 

The work of developing an effective pro- 
cedure for consultation and co-operation 
among the American republics in matters 
of common concern was carried forward. 
The representatives of the twenty-one re- 
publics showed a keen realization of the 
effects which events in other parts of the 
world necessarily have upon our national 
and individual lives in this hemisphere. 
The deliberations of the Conference, how- 
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ever, were based upon the broad aspects 
of international relations and not upon nar- 
row and regional aims. While the repre- 
sentatives of the American republics at 
Lima renewed their determination and took 
additional action to maintain and defend 
the peace, institutions and principles of this 
hemisphere, they also made it clear that 
they do not seek an impossible isolation 
from the other nations of the world. If 
the policies and actions recommended by 
the Lima Conference are carried out, the 
economic and social welfare of our peoples 
will be well served and inter-American and 
international relations will be placed upon 
a firmer basis of justice and order. 
With best wishes, 
Sincerely yours, 
CORDELL HULL 


The speakers included an Assistant 
Secretary of State and two members of 
the newly created section on Cultural 
Exchange of the Department of State, 
the Director-General and the Chief of 
the Cultural Division of the Pan Ameri- 
can Union, and sixteen private citizens 
—representative bankers, professors, 
transportation officials, lawyers, news- 
paper correspondents, and officials of 
women’s and peace organizations. Most 
of, these had attended the Lima Confer- 
encé. It was the first time that attend- 
ants at a Pan-American Conference had 
been brought together following that 
gathering to revaluate personally their 
experience and to interpret to the pub- 
lic the significance of the conference in 
terms of a future program. 


TOTALITARIANISM TESTS DEMOCRACY 


In former years the holding of a con- 
ference on Pan-Americanism by a uni- 
versity might have been a friendly ges- 
ture, but to the average citizen of the 
United States it would have lacked re- 
ality. This is not so, however, today. 
Even during the week of the gathering 
at Philadelphia, two phrases were prom- 
inent in the headlines of the newspapers, 
in the heated discussions of neutrality 
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in Congress, on the lips of President 
Roosevelt and of Secretary Hull. These 
phrases were “continental defense” and 
“continental solidarity.” In those very 
days the United States fleet was setting 
a new precedent. Instead of carrying 
on its maneuvers in the Pacific or 
around the Panama Canal, it was play- 
ing its war game fifteen hundred miles 
out in the Atlantic—testing its ability 
to defend southern America! 

History of more than a century ago 
is repeating itself. President Monroe 
then believed that the Holy Alliance of 
Russia, Prussia, Austria, and France 
was a threat to the “young upstarts 
called republics” in America. Today 
President Roosevelt believes that the 
new Holy Alliance of the totalitarian 
states of Germany, Italy, and Japan is 
a new threat to the solidarity of the 
American republics. Agreeing with him 
are important opinions like the one ex- 
pressed by former Secretary of State 


. Henry L. Stimson, who said at the Con- 


gressional Hearing on Neutrality: 


It is far from inconceivable that a threat- 
ened or devastated France or Britain or 
Holland might be forced to cede to a fas- 
cist nation some of its possessions in the 
Western Hemisphere or in the Orient or 
make commitments to that nation which 
would be even more dangerous to our 
safety. 


Others may not believe that the 
Rome-Berlin-Tokyo axis is much of a 
threat either to Latin America or to the 
United States, but all agree that here 
is an important question which the peo- 
ple of the United States must face. The 
most ardent isolationist will agree that 
this has a direct bearing on this coun- 
try’s armament program. 

More important than continental de- 
fense in the minds of many is conti- 
nental solidarity; for those who differ 
in the matter of military strategy can 
hardly differ on the practical need—if 
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democracy is to stand—of continental 
solidarity. It is here that a university 
conference finds its major interest. Po- 
litical, economic, intellectual, and spir- 
itual relationships are all involved in 
the phrase “Continental Solidarity.” 

How these words ring in the ears of 
those of us who attended the Lima con- 
clave! Today we are beginning to ig- 
nore the divisions of North, Central, 
and South, and are returning to the 
original idea of one continent, “Ameri- 
cans all,” from Hudson Bay to Tierra 
del Fuego. That word, Solidaridad, 
used by our Latin American friends is 
stronger than co-operation, stronger 
than’ federation. It reminds one of a 
building with many separate rooms—a 
great hall, library, dining room, kitchen, 
basement, playroom; different, like our 
different nations, but all set on a firm 
foundation that binds every section to- 
gether. The big question at Lima was 
this: Is this continent a “solidarity”? 
Or has Germany or Italy slipped in and 
detached a part of our edifice of twenty- 
one republics and carried off one or 
more countries into the totalitarian 
‘camp? 

The addresses given in the following 
pages will show something of the earnest 
and exciting debate at Lima on this 
subject. On the last page is given the 
important document known as the Dec- 
_ laration of Lima, adopted on the last 
great day of the gathering. It was 
America’s unanimous notification to the 
totalitarian states that this continent is 
still united in the American system. 

Much more than voting resolutions is 
necessary if we expect to conserve de- 
mocracy against the tremendous attacks 
from within and without, so at Lima a 
practical program was worked out. This 
included improving relations in trade, 
speeding up the construction of the Pan- 
American Highway, increase in the ex- 
changing of students and the study of 
Spanish and English, teaching of democ- 
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racy through radio, motion pictures, art 
exhibits, and many other projects to 
improve Solidaridad Americana. 


Tut CHALLENGE OF YOUTH 


The present world chaos has led Mr. 
Clarence L. Streit to issue a challenge 
through his book Union Now for the 
unity of the United States, the British 
Commonwealth, and the democracies of 
Northern Europe. At least as challeng- 
ing and much less difficult would seem 
to be the unity of the twenty-one re- 
publics and Canada on the American 
Continent. With all the differences be- 
tween the United States and Argentina, 
between Canada and Mexico, between 
Cuba and Uruguay, all are young, en- 
thusiastic believers in the American 
spirit, confident of American develop- 
ment. None are scheming to conquer 
their neighbors or to disrupt their na- 
tional life by racial or religious persecu- 
tions. Economic rivalries are no more 
than enough to demonstrate the conti- 
nent’s complete economic self-sufficiency 
when it learns to co-ordinate its raw 
materials. Democracy, while not prac- 
tically attained in all the states, is unan- 
imously accepted as the ideal. Popu- 
lar education, while retarded in certain 
regions by sparse population and high 
costs, is a universal desire of the conti- 
nent. Neither royalty, fascism, com- 
munism, nor imperialism is accepted by 
any nation of the New World. 

The steel and the anthracite of the 
north balance the rubber and the tin 
of the south. The bananas and the cof- 
fee of the tropics supplement the wheat 
and the cattle of the temperate zone. 
The very reversal of the seasons (sum- 
mer in the north when there is winter in 
the south) means that somewhere for 
the American there is always sun and 
snow, skiing and swimming, winter re- 
sorts and summer schools—anything 
you want, when you want it. 

Europe may fight for “a place under 
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the sun,” but not America. Here are 
great frontiers, vast plains, virgin for- 
ests to be populated, great waterfalls to 
be harnessed, giant trees to be felled, 
rivers to be bridged, mines to be ex- 
ploited. Here is the enthusiasm of 
youth, the joyous swing of the arm, the 
buoyant step of feet, the marching song 
of those who believe in the future. Pes- 
simism today in countries like Argentina 
and Brazil is near to treason. Out of 
the tremendous confusion and shedding 
of blood in the world today, some good 
results are bound to come. One of these 
that we can already begin to vision is 
the closer unity of the Americas. 


THE PLACE oF THE UNIVERSITY 


If this unity is to be more than a 
sentiment, there is an enormous pro- 
gram to be developed. In such a pro- 
gram the universities of America must 
take a prominent part. They must lead 
in the necessary fundamental thinking 
processes, in the interpretation of each 
other’s culture, and in the training of 
government officials, financial experts, 
foreign traders, agricultural specialists, 
technicians in radio, protagonists of the 
arts and of entertainment, and leaders 
in the spiritual realm. As Dr. Ernesto 
Quesada of Buenos Aires has pointed 
out: 


The university chair is the most fitting 
platform upon which to maintain Pan- 
Americanism. From this it will spread ef- 
fectively to the secondary schools, and 
later to the primary institutions. Soon 
even a child would become susceptible to 
its influences and in the space of one gen- 
eration public opinion would become so 
favorably inclined to the doctrine that in- 
ternational politics itself in America would 
be forced to follow the current... . Uni- 
versity professors must be its apostles to 
scatter from their seats of learning the 
good seed. To bring this about, these 
adepts must be convinced; that is to say, 
it is necessary that the Pan-American doc- 
trine shall be set forth in a form absolutely 
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scientific, and that all its sentimental fea- 
tures shall be stripped therefrom. 


The University of Pennsylvania seems 
especially designated to participate in 
the preparation of both North Ameri- 
cans and Latin Americans in this new 
co-operation. It is unique in the large 
number of alumni occupying influential 
places scattered in all sections of Latin 
America. It has a tradition of interest 
in Latin American affairs going back to 
the organization forty years ago of one 
of the earliest courses on Latin Ameri- 
can subjects, taught by Dr. Leo S. 
Rowe, present director of the Pan 
American Union. Another Professor of 
this University, Dr. Max Uhle, initiated 
modern research in the ancient ruins of 
the pre-Inca civilization of Peru. Dr. 
Albert A. Giesecke of this University 
has been a leader in Peruvian public 
education for twenty years. It would 
be difficult to find a city in all of Latin 
America where one of the leading den- 
tists or physicians is not a graduate of 
this institution. The historic position 
of the city of Philadelphia as a leader 
in the early days in the development of 
the republican form of government gives 
this city an affectionate place among the 
people of Latin America. The large in- 
terchange of trade between Philadelphia 
and Latin America finds a common 
bond with the University in the Whar- 
ton School of Finance and Commerce. 

The University is challenged today to 
develop a curriculum directed by recog- 
nized specialists to prepare North Amer- 
ican students to work in diplomatic, 
commercial, social, and cultural fields 
of Latin America, and at the same time 
to create an attractive atmosphere for 
Latin American students who desire to 
prepare themselves for the professions, 
for trade, for careers in science and edu- 
cation. Extracurricular activities should 
involve public conferences, radio pro- 
grams, exchange of students and pro- 
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fessors, literary and artistic activities, 
and the opening of a social center on 
the University campus. To this the 
University Press, the Library, the Mu- 
seum, and the scientific and learned 
societies should all contribute. The 
alumni of the institution in Latin Amer- 
ica should have a large part in such a 
program, representing their alma mater 
at conferences on cultural and economic 
questions, securing new students and 
positions for graduates in Latin Amer- 
ica, and promoting the exchange of pub- 
lications and information. 

It was the privilege of this writer, 
while attending the Lima Conference, to 
present the greetings of the University 
of Pennsylvania to the ancient Uni- 
‘versity of San Marcos. The reception 
by the Rector of that historic institution 
took place in the impressive salon 
where, during the years, the faculty has 
met for its more formal assemblies. 
Enthusiastic approval was given to a 
program of co-operation between these 
two universities, along the lines of ex- 
change of students and faculty, inter- 
change of publications and correspond- 
ence relating to important questions in 
the development of inter-American un- 
derstanding. The meeting of repre- 
sentatives of these historic institutions 
is a suggestion of the kind of co-opera- 
tion which might be carried out between 
the universities of the north and the 
south. 

The spirit of and the reward for all 
such cultural exchange is well expressed 
in the words of a distinguished alumnus 
of the University of Pennsylvania, now 
a leading member of the bar of the great 
city of Buenos Aires, Dr. Enrique Gil. 
In answering the question as to why he 
chose as the environment for the train- 
ing of his son’s character the United 
States instead of Europe, he pointed out 
the great similarity between the United 
States and Argentina, that American so- 
cial and cultural progress is a stimulat- 
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ing tonic, and that in the United States 
there is less difference between ethical 
standards of the government and those 
that the government provides for its 
citizens. As for Europe, he said that 
its social life is cast in a mold, that its 
excess of refinement breeds hybrids, 
that its social habits are characterized 
by a standardization of ideas and preju- 
dices far different from the needs of 
young countries. Finally, he related 
the following incident to show the chief 
factor in his choice of the United States 
for the best and most efficient training 
of a boy’s character. 


Years ago, a few months after my arrival 
in the United States, I was studying in the 
library of the University of Pennsylvania, 
when suddenly a ray of light fell on the 
book I was reading. I raised my head and 
noticed that as the sun shone through a 
magnificent Gothic window it brought out 
the beautiful color of the glass and cast an 
aureole around the sentence: “The great 
man is he who does not lose his child’s 
heart.” I began to ponder the significance 
of these words. Their profound meaning 
remained with me through later life and 
eventually influenced me to think that the 
atmosphere of the United States is the 
most suitable for the education of our 
young people. We must be a great nation 
with the soul of a child, not a child nation 
with the soul of an old man. 


Tue Lima PROGRAM 


Since the papers published in the fol- 
lowing pages deal with only a few of 
the more important subjects of the Pan- 
American program approved at the 
Eighth International Conference of 
American States, we give here the fol- 
lowing summary of the 112 actions 
voted at Lima, as arranged by George 
Howland Cox in World Affairs: 


A. ORGANIZATION OF PEACE 


Declaration of Lima: Affirmation, with- 
out contractual obligations, of common al- 
legiance to American ideals and determina- 
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tion to consult on threat of menace. Each 
nation to determine its own action. 

League or Association of Nations: Re- 
ferred to International Conference of 
American Jurists for further study. 

Sanctions and Definition of the Agegres- 
sor: Referred to Rfo de Janeiro Commis- 
sion of Jurists on Codification of Public 
International Law. 

Inter-American Court of International 
Justice: Project delayed until nations are 
ready to support it with prospect of suc- 
cess. 

Codes of Peace: Mexican Peace Code 
and United States draft, with others, re- 
ferred to Pan American Union and Inter- 
national Conference of American Jurists 
for drafting a single Code of Peace, Ninth 
Pan American Conference in 1943 to con- 
sider it. 

Nonrecognition of Force in Acquiring 
Legal Title: Reaffirmed. 

Cuban Project for American Mediation 
of Spanish War: Not permitted to enter 
formal agenda. 

Declaration on Improvement of Proce- 
dure and Consultation: The first specific 
provision for inter-American resistance to 
cultural and subversive penetration from 
abroad. 

Declaration of American Principles: Sec- 
retary Hull’s eight points of political and 
economic liberalism affirmed. 


B. INTERNATIONAL Law 


Codification: Gradual process continue 
through existing agencies. These are: Na- 
tional Commissions in each country. Three 
permanent commissions, one in Rio de Ja- 
neiro on Public Law, one in Montevideo on 
private law, and one in Havana on com- 
parative law and uniformity. The Com- 
mission of Experts, increased from seven 
to nine members with five-year terms, and 
given power to initiate projects. Last, the 
International Conference of American Ju- 
rists, formerly called Commission. 

Pecuniary Claims: Several projects af- 
fecting right of a nation to protect its na- 
tionals abroad, and to collect contractual 
debts, referred back to Committee of Ex- 
perts for further study. 

Nationality: Held over for further study. 
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C. Economic PROBLEMS 


Elimination of Restrictions to Trade: 
Approved by acclamation, in form of a 
resolution. Concrete action left to indi- 
vidual governments. 

Inter-American Institute of Economics 
and Finance: New and separate agency re- 
jected. Functions, omitting proposed In- 
ter-American Bank, left to Pan American 
Union with recommendation for more in- 
tensive activity in its existing economic and 
financial divisions. 

Communications: Pan-American High- 
way work stimulated with recommenda- 
tions on financing. 

Uniformity of Commercial and Civil 
Law: New Permanent Commission of Ju- 
rists established at Lima to deal with sub- 
ject. 

Labor: Resolutions on free association 
and liberty of expression of workers, on 
extra salary for workmen with large fam- 
ilies. 

Housing: Recommendation to govern- 
ments to send delegates to 1939 conference 
in Buenos Aires. 

Indigenous Populations: “Recompense 
for incomprehension of earlier days” ex- 
pressed in resolutions on better treatment 
of Indians, and support for La Paz con- 
ference of 1939. 

Immigration: Several recommendations 
made on how to help immigrants and to 
regulate their entry to the Americas. 

Conservation: Several resolutions passed 
dealing with wild life, and historic and nat- 
ural sites. 

Commercial Aviation: Ratification of the 
Havana Convention of 1938 recommended. 
Governments urged to give practical effect 
to the resolutions of the Lima technical 
aviation conference of 1937. 

Radio: Action of the Lima technical avi- 
ation conference of 1937 ratified. Ratifica- 
tion of Havana agreements of 1937 fa- 
vored. Fuller use urged of five frequencies 
set aside under Pan American Union to 
promote inter-American understanding. 

Treasury Meetings: Periodical meetings 
of treasury heads favored. 

Commercial Arbitration: Further action 
under the Montevideo initiative. 

Maritime Communications: Removal of 
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restrictive port dues, etc. favored; also 
more adequate shipping statistics. 


D. POLITICAL AND Civit RIGHTS oF 
-7 WOMEN 

Rights: Resolution on recognition of all 
rights of women, economic, political, social. 
. Organization: Inter-American Commis- 
sion of Women continued and incorporated 
as an integral part of the Pan American 
Union, which is to name the Commission’s 
president until the next Pan-American Con- 
ference, and draw up a statute for ap- 
proval. 


E. INTELLECTUAL CO-OPERATION AND 
MORAL DISARMAMENT 

Racial Tolerance: Project originated by 
Cuba but substantially modified opposes 
racial or religious persecution. 

Minorities: Several resolutions to curb 
actions of alien groups. 

Copyright: Draft protocol referred to 
governments for study; protection of in- 
tellectual property and co-operation with 
the 1939 Brussels Conference favored. 

Cultural Measures; Inter-American geo- 
graphic institute in Buenos Aires recom- 
mended, exchange vacation courses; mu- 
sical exchange; mutual recognition of 
university degrees; greater exchange of 
books and students also favored.t 


Pan AMERICAN UNION 


The place of meeting for the Ninth 
Pan American Conference was desig- 
nated as Bogota, Colombia. Through- 
out the Conference there was an evident 
desire to enlarge the functions of the 
Pan American ‘Union. Two important 
resolutions were passed along these 
‘lines. The first authorized the Union 
to co-operate with other international 
gatherings like the League of Nations 
and the International Labour Office. 
This settles a long discussed question, 
and in the future considerable advan- 
tage should be secured by the co-opera- 
tion here approved. 

The second resolution asked the gov- 

1 George Howland Cox, “Lima and Inter- 


American Solidarity,” World Affairs, March 
1939, pp. 38-39. ; 
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erning board of the Union to study care- 
fully the budget of the Union in the 
light of the new responsibilities placed 
upon that organization by the Lima 
Conference. The desire was clearly in- 
dicated that the Union should take 
seriously this enlarged responsibility, 
and if necessary call upon the support- 
ing governments to enlarge their con- 
tributions in order to support the neces- 
sary personnel for these new activities. 
It becomes increasingly evident that the 
Pan American Union is gradually de- 
veloping into an American League of 
Nations minus the political functions of 
such an organization. 


DECLARATION OF THE PRINCIPLES OF THE 
SOLIDARITY oF AMERICA 


Approved at Lima Dec. 24, 1938 


The Eighth International Conference of 
American States 

Considering: 

That the peoples of America have 
achieved spiritual unity through the simi- 
larity of their republican institutions, their 
unshakeable: will for peace, their profound 
sentiment of humanity and tolerance, and 
through their absolute adherence to the 
principles of international law, of the equal 
sovereignty of States and of individual lib- 


, erty without religious or racial prejudices; 


That on the basis of such principles and 
will, they seek and defend the peace of the 
continent and work together in the cause of 
universal concord; 

That respect for the personality, sov- 
ereignty, and independence of each Ameri- 
can State constitutes the essence of inter- 
national order sustained by continental 
solidarity, which historically has been ex- 
pressed and sustained by declarations and 
treaties in force; and 

That the Inter-American Conference for 
the Maintenance of Peace, held at Buenos 
Aires, approved on December 21, 1936, 
the Declaration of the Principles of Inter- 
American Solidarity and Co-operation, and 
approved, on December 23, 1936, the Pro- 
tocol of Nonintervention; 

The Governments of the American States 

DECLARE: 


a < 
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First, That they reaffirm their conti- 
nental solidarity and their purpose to col- 
laborate in the maintenance of the prin- 
ciples upon which the said solidarity is 
based; 

Second. That faithful to the above- 
mentioned principles and to their absolute 
sovereignty, they reaffirm their decision to 
maintain them and to defend them against 
all foreign intervention or activity that 
may threaten them; 

Third. And in case the peace, security 
or territorial integrity of any American Re- 
public is thus threatened by acts of any 
nature that may impair them, they pro- 
claim their common concern and their 
determination to make effective their sol- 
idarity, co-ordinating their respective sov- 
ereign wills by means of the procedure of 
consultation, established by conventions in 
. force and by declarations of the Inter- 
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American Conferences, using the measures 
which in each case the circumstances may 
make advisable. It is understood that the 
Governments of the American Republics 
will act independently in their individual 
capacity, recognizing fully their juridical 
equality as sovereign states; 

Fourth. That in order to facilitate the 
consultations established in this and other 
American peace instruments, the Ministers 
for Foreign Affairs of the American Repub- 
lics, when deemed desirable and at the ini- 
tiative of any one of them, will meet in 
their several capitals by rotation and with- 
out protocolary character. Each govern- 
ment may, under special circumstances or 
for special reasons, designate a representa- 
tive as a substitute for its Minister for 
Foreign Affairs; 

Fifth. This Declaration shall be known 
as the “Declaration of Lima.” 


Samuel Guy Inman, LL.D., is a specialist in Latin 
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American Relations, University of Pennsylvania, Phil- 
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mission on German Refugees for which he made a spe- 
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United States Delegation at the Buenos Aires Peace 
Conference in 1936; and attended the Lima Confer- 
ence in 1938. His latest books are “Latin America— 
Its Place in World Life” and “America Revolu- 
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The Larger Significance of the Lima Conference 
By L. S. Rowe 


HE International Conference of 
American States which assembled 
at the Peruvian capital on December 
ninth last, possesses a significance far 
deeper than the mere fact that it was 
the eighth in a series of Pan American 
Conferences which had their inception 
at Washington in 1889. In fact, for 
the origin of these Conferences we must 
go as far back as 1826, when the great 
hero of Spanish American independence, 
Simón Bolivar, called a meeting of the 
then struggling republics which assem- 
bled at Panama. Although but few 
countries were able to attend this meet- 
ing and the results were none too en- 
couraging, this conference possesses real 
significance, for it brought into clear 
light the essential unity of interest, 
ideals, and destiny of the Americas. 
From 1826 to the present day, the 
history of the American republics is a 
history of ever increasing consciousness 
of unity and solidarity. It is true that 
in the course of the one hundred and 
thirteen years that have elapsed since 
the Congress of Panama there have been 
a number of setbacks, but viewing the 
essential trends during this long period, 
the direction of the movement has been 
clear and unmistakable. 


THE Two DECLARATIONS 


It is in the light of this development 
that the significance of the recent Con- 
ference must be examined. At Lima 
the principles that were gradually tak- 
ing shape during the earlier meetings of 
the American republics came to full 
fruition. This does not mean that little 
remains to be done by subsequent con- 
ferences, but it does mean that at Lima 
certain basic principles of inter-Ameri- 
can policy received their. definite and 
final consecration. In two formal dec- 
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larations the Conference adopted what 
amounts to a code of international rela- 
tions having a twofold purpose: first, to 
maintain the peace of the American 
Continent; second, to protect the conti- 
nent from any danger that may menace 
it from without. 

The first of these declarations was 
designated as the “Declaration of Amer- 
ican Principles”; the second was given 
the title “Declaration of Lima.” In 
addition to these two Declarations the 
Conference adopted one hundred and 
ten resolutions all intended to strengthen 
the cultural and economic ties between 
the nations of America. 

While these resolutions are of much 
importance and deserve careful study, 
I am stressing the two Declarations be- 
cause they chart the course of inter- 
American relations for many years to 
come. The Declaration of the Prin- 
ciples of the Solidarity of America 
(Declaration of Lima) formulates the 
united determination of the American 
republics to uphold and defend the prin- 
ciples of democracy against any menace 
from without, and specifically declares 
that in case of aggression the solidarity 
of the American republics will be made 
effective by some form of joint action. 
The principle here involved is of far- 
reaching significance and importance, 
especially in view of what is today tak- 
ing place in Europe and Asia. In fact, 
there is a direct relationship between 
the rape of Ethiopia, the betrayal at 
Munich, and the Declaration of Lima. 

The representatives of the American 
republics met at a time when both in 
Europe and in Asia brute force and 
power politics had replaced right and 
justice, and it was this disheartening 
spectacle which served to intensify the 
desire and the determination to 
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strengthen the unity of action of the 
Americas. ° 

The second Declaration, designated 
“Declaration of American Principles,” 
prohibits the intervention of one state 
in the affairs of another, provides that 
all differences between the American re- 
publics shall be settled by peaceful 
means, prohibits the use of force as an 
‘instrument of national policy, guaran- 
tees respect for the principles of inter- 
national law and the sanctity of treaty 
obligations, and provides for inter- 
American co-operation in the cultural 
and economic fields. 


IMPLICATIONS OF THE DECLARATIONS 


What, then, is the larger significance 
of these Declarations? What place do 
they give to the Americas in world af- 
fairs? Upon the answer to those ques- 
tions depends the future peace and pros- 
perity of the Americas. I cannot but 
feel that they forecast a new and stabil- 
izing influence in world affairs of the 
greatest importance to the future of our 
civilization. 

It is a matter of no small import that 
an entire continent has not only pledged 
itself to preserve peace within its bor- 
ders but has made itself responsible for 
its maintenance. To meet the require- 
ments of this obligation during the years 
to come will call for the development of 
a policy of the closest possible co-opera- 
tion among the nations of America in 
their economic, cultural, and political 
relations. We must ever remember 
that peace has a far deeper significance 
than the mere absence of conflict. In 
America, at least, it is developing into 
a positive concept involving close inter- 
national co-operation and mutual help- 
fulness in the solution of economic and 
social problems. In the years to come 
it will not be sufficient merely to say 
that armed conflict has been banned 
from the Americas. We must be pre- 
pared to go much further in recogniz- 
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ing and making effective the principle 
that the welfare of the family of Ameri- 
can nations involves the progress and 
prosperity of each and every one. 

Furthermore, the policies formulated 
at Lima must become part of the very 
bone and sinew of public opinion 
throughout the Western World. This 
will require the concerted and combined 
effort of educational authorities and 
civic and commercial organizations to 
bring home to the people, year in and 
year out, the positive obligation which 
every citizen has assumed in order to 
make this inter-American policy really 
effective. 

Similarly, the Declaration of Lima, 
in providing for united action in case 
of menace from without, carries with it 
implications of far-reaching significance. 
The inescapable implication of this Dec- 
laration is that democracy cannot sur- 
vive in an atmosphere of international 
insecurity. The experience of Europe 
has given us conclusive proof of this 
principle. This means that the Ameri- 
can republics have a vital and abiding 
interest in preserving the security of the 
Western World, for without such secur- 
ity democratic institutions cannot sur- 
vive. Insecurity carries with it as an 
inevitable consequence, regimentation, 
the destruction of basic individual lib- 
erties such as freedom of speech, free- 
dom of association, freedom of the press, 
and in most cases the disappearance of 
religious liberty. 


ALIEN GROUPS 


In view of what is today happening 
in Europe, combined with the insidious 
propaganda that is being carried on in , 
Latin America by the totalitarian states, 
it will be necessary for the American re- 
publics to adopt, to an increasing extent, 
common measures to avoid the dis- 
rupting influence of minorities presery- 
ing political allegiance to their countries 
of origin, 
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A first step was taken in this direction 
by the Lima Conference in a resolution 
denying to alien groups resident within 
the territory of any of the American re- 
publics the right to invoke collectively 
the prerogatives of minorities. 

We are here face to face with one of 
the most serious problems confronting 
the governments of the American re- 
publics. There is every indication that 
attempts are now being made not only 
to organize alien groups in the interest 
of the mother country but also to in- 
clude those who have become nat- 
uralized citizens. The disrupting influ- 
ence of such policies on national life 
and even on national sovereignty are 
so apparent as to require drastic action 
in order to prevent the undermining of 
national unity and even of internal se- 
curity. The recent spectacle of German 
citizens resident in Latin America going 
on board German vessels in order to cast 
their votes on questions of German in- 
ternal policy aroused Latin American 
opinion to the grave dangers of the situ- 
ation. Unless the American republics 
make it clear beyond peradventure that 
such policies violate the essential requi- 
sites of their national tranquillity, the 
danger is likely to become far more 
serious in the future than it has been 
in the past. It must also be made clear 
to alien groups resident in American 
countries that they cannot enjoy the 
hospitality of these states and at the 
same time exercise collective political 
rights in the mother country. 


Factors IN UNITY 


The fostering of closer cultural rela- 
tions among the nations of America oc- 
cupied much of the attention of the 
Conference. It was clear to all the dele- 
gations that the unity of the Americas 
could be maintained only if built on 
close understanding among the ‘nations 
of this continent. The strengthening of 
cultural interchange among the nations, 
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members of the Pan American Union, 
received preferential attention. Provi- 
sion was made for fostering inter-Ameri- 
can co-operation in almost every field 
of intellectual endeavor, and plans were 
formulated for more effective inter- 
change of information and closer rela- 
tions between universities, scientific or- 
ganizations, and private societies estab- 
lished for the study of social problems. 

In any estimate of the significance of 
the Lima Conference it is important to 
bear in mind the atmosphere in which 
the Conference was held, as well as the 
concrete results of the deliberations. It 
was an inspiring and even thrilling spec- 
tacle to see the accredited representa- 
tives of the twenty-one nations of this 
continent laboring with singleness of 
purpose to consolidate the unity of the 
Americas and to guard against any 
danger from within or from without. 
There were, of course, differences of 
opinion, but this did not affect the 
larger purposes which the Conference 
had in view. There was no maneuver- 
ing for selfish advantage, and there was 
noticeable as an undercurrent to all the 
deliberations a deeply rooted feeling 
that in the unity of the Americas lay 
their safety as well as their ability to 
build a new and better international sys- 
tem. In the solemnly declared deter- 
mination of the American republics to 
make their solidarity effective whenever 
the peace of the American republics is 
threatened, the Conference transformed 
the Monroe Doctrine into a continental 
doctrine. Thus the Doctrine was re- 
stored to its original significance. It 
is no longer regarded by the Latin 
American nations with the suspicion 
traceable to the disfigurement which the 
Doctrine suffered during the latter part 
of the nineteenth and the first years of 
the twentieth century. This is an 
achievement of no mean importance, for 
it establishes a firm and durable basis 
for continental co-operation. 
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No less significant is the fact that 
the Lima Conference confirmed and 
strengthened the principle formulated 
at the Buenos Aires Conference of 1936, 
namely, that the American republics as- 
sume. the full responsibility for the 
maintenance and preservation of the 
peace of the continent. This guarantee 
rests on the moral force of all the na- 
tions of America. Its effectiveness has 
been amply demonstrated by such re- 
cent events as the settlement of the 
Chaco dispute and the peaceful solution 
of differences between Colombia and 
Peru, Haiti and the Dominican Repub- 
lic, and Guatemala and Honduras. 

It is important to note that the Dec- 
laration of the Principles of the Sol- 
idarity of America was not adopted in 
any spirit of enmity toward any non- 
American state, but rather as a solemn 
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notice that a united America would re- 
sist any attempt either to undermine the 
political system prevailing in this sec- 
tion of the world or to undermine the 
sovereignty or attack the territorial in- 
tegrity of any American state. It was 
regarded as a prudent preventive meas- 
ure as well as a solemn warning. 

From whatever angle we approach the 
Lima Conference, it is evident that it 
marks an important step in the develop- 
ment of the unity of purpose and policy 
of the American republics. It repre- 
sents a milestone in the evolution of an 
international system based on the spirit 
of co-operation, mutual helpfulness, and 
collective security. As such, I feel cer- 
tain that it is assured of the active sup- 
port not only of the governments but 
also of the masses of the people through- 
out the continent. 


L. S. Rowe, Ph.D., LL.D., has been director general 
of the Pan American Union since 1920. He was presi- 
dent of The American Academy of Political and Social 
Science from 1902 to 1930. During the period of the 
World War, 1917-19, Dr. Rowe was Assistant Secre- 
tary of the Treasury, and in 1919-20, he was chief of 
the Latin American Division of the Depariment of 


State. 


He was delegate to the Third, Fifth, and Sixth 


International Conferences of American States, and 
representative of the Pan American Union at the Sev- 
enth Conference; chairman of the United States Dele- 
gation to the First Pan American Scientific Congress, 


and delegate to the Second Congress. 


He is author of 


many works, dealing chiefly with economic aspects of 


Latin America, 


The Future of Inter-American Relations 


By Ricarpo J. ALFARO 


NASMUCH as we are looking at the 
international scene of America in the 

light of the Lima Conference and en- 
deavoring to penetrate the future to 
discover what it has in store for our 
hemisphere, I find it indispensable to 
examine what trends were evidenced at 
Lima and what effect it is reasonable to 
infer the Eighth Conference will have 
on our continental relationships. 

Up to the days of the Montevideo 
Conference the American nations were 
chiefly concerned with the relations 
among themselves, especially with those 
between the United States and the re- 
publics to the south of the Rio Grande. 
After the Montevideo Conference the 
nations of our hemisphere were con- 
cerned not so much with the situation 
in America as with the conditions de- 
veloped outside America. 

Let us see the reasons for this dif- 
ference. 


UNITED STATES POLICIES 


Pan-Americanism is substantially and 
primarily a current of relationships 
flowing from north to south and from 
south to north. Now, that relationship 
has not always been happy. For a long 
time and at different periods the United 
States has developed policies which 
aroused suspicion, ill will, resentment, 
and aversion among the peoples of the 
south. Seven causes, of which six are 
political and one economic, may be 
pointed out as having disturbed in the 
past the harmony between the United 
States and the other republics of the 
continent. They are: (1) the practices 
followed regarding the recognition of 
new governments; (2) the misinter- 
pretations and misapplication of the 
Monroe Doctrine; (3) the doctrine that 
the person and property of a citizen 


abroad are a part of the national do- 
main; (4) the practice of diplomatic 
interposition with regard to claims in 
which remedies afforded by the local 
courts have not been exhausted; (5) the 
practice of intervention in the internal 
affairs of the nations of the Caribbean 
region; (6) the military occupation of 
the territory of certain nations, in order 
to create or maintain or prevent a given 
situation or in order to bring about de- 
termined conditions or results; and (7) 
the high tariffs or other restrictions 
maintained in the United States against 
certain products, which in the case of 
certain nations constitute a serious ob- 
stacle to their commercial and economic 
life. 

These practices were most aggressive 
during the administrations of the first 
Roosevelt, Taft, and Wilson, but a re- 
action against them began during the 
Hoover administration with Mr. Stim- 
son as Secretary of State, and gradual 
action brought about the substitution 
for all policies implying tutelage, inter- 
vention, or pressure on the part of the 
United States, of an intercourse based 
on the principle of equality and on the 
respect of all the sister republics, large 
or small, strong or weak. The new 
policy was maintained and intensified 
by President Franklin Roosevelt and 
his able collaborators, Mr. Hull and Mr. 
Welles, and it received a name with 
which it has been hailed all over the 
continent: “the policy of the good 
neighbor,” the one that replaces the old 
policies of “the big stick,” “dollar diplo- 
macy,” “paternalism,” and “manifest 
destiny.” The Montevideo Conference 
of 1933 was a resounding confirmation 
of the policy of the good neighbor and 
it marked a new era of harmony, con- 
fidence, and good will between North 
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and South America. Therefore, at least 
for the last six years there has been no 
concern among the Latin nations with 
regard to the policies of the United 
States. There was and there is concern, 
but it is due to other causes. 


BACKGROUND OF LIMA CONFERENCE 


Between the Montevideo and Lima 
Conferences the world had witnessed 
the advent and intensification of politi- 
cal philosophies based on the use of 
force as the deciding factor in inter- 
national relations. We had seen repre- 
sentative government destroyed and the 
will of the people replaced by the will 
of dictators. We had seen the sanctity 
of treaties and respect for the pledged 
word destroyed. We had seen human 
rights crushed and civic liberties sup- 
pressed. We had seen one free nation 
conquered in Africa; another one gob- 
bled up in Europe; another one invaded 
and pillaged in Asia. We had seen the 
most cruel and relentless persecution 
for racial or religious motives estab- 
lished as the law of the land. We had 
seen China cut to pieces, Czechoslovakia 
dismembered, other nations threatened, 
and the theory proclaimed that excess 
of population and the need of raw mate- 
rials are sufficient reasons for aggres- 
sion and conquest. We had seen, in 
. short, that the actions of the totalitarian 
nations were threatening all those prin- 
ciples and ideals which had always been 
the basis of political and international 
life in America: independence, peace, 
equality, and democracy. 
` Under these circumstances it was only 
riatural that the Lima Conference 
should be the subject of great expecta- 
tions. As in the Buenos ‘Aires meeting, 
the American nations had to consider 
not only the problem of intracontinental 
peace but also the question of security 
against extracontinental aggression. The 
feeling was general that the Lima Con- 
ference should constitute one grand 
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gesture of democratic solidarity whereby 
America should proclaim to the world 
its determination to defend its integrity, 
to maintain its unity, and to preserve 
its principles. 


ATTITUDES TOWARD SOLIDARITY 


The greater or less intensity with 
which this feeling was expressed deter- 
mined the opposing views which clashed 
during the Lima deliberations. It seems 
evident to me that the sentiment of 
solidarity is common to all the peoples 
and governments of our continent. But 
while in certain countries that sentiment 
is very strong and is manifested in such 
far-reaching projects as, for instance, 
the organization of an American League 
of Nations and the constitution of an 
American Court of International Jus- 
tice, in other countries a feeling seems 
to prevail that tightening bonds and 
stressing solidarity in America tends to 
isolate the continent and to antagonize 
Europe. Of course, this view is en- 
tirely wrong. No people, no govern- 
ment, wishes to antagonize Europe. On 
the contrary, all responsible statesmen 
and writers recognize and cherish the 
bonds of language, customs, blood, and 
culture existing between the mother 
countries and the nations emancipated 
from them. But they believe at the 
same time that in affirming democracy, 
in repulsing any attacks—ideological or 
otherwise—against their principles, and 
in stating their will to preserve their 
territorial integrity and their sove- 
reignty, no injury or unfriendliness can 
be claimed by any government unless 
that government is contemplating attack 
against the rights and interests that 
America proposes to preserve. 

As ably expressed in an editorial of 
the great Argentinian daily La Nacion: 


American solidarity is not a threat to the 
men of good will who may want to come 
into our midst, with the permission of each 
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State; it is only a rational means of col- 
lective defense intended to protect against 
any possibility of conquest by war, what 
has cost us so much to create and ag- 
grandize.... 


The two tendencies of which I have 
spoken were represented at Lima by 
two well-defined groups: the group that 
might be called northern, for it com- 
prised the great majority of republics to 
the north of the Tropic of Capricorn, 
strong for solidarity and favoring in 
general all measures and actions assert- 
ing unity and democracy in the presence 
of totalitarian developments; and the 
southern bloc, formed by a number of 
southern nations, also professing sol- 
idarity, but opposing all measures, ac- 
tions, or expressions considered as an- 
tagonistic to Europe. I will say, by the 
way, that when “Europe”? was men- 
tioned at Lima by certain delegates, it 
was apparent that it was not the whole 
of Europe that they had in mind, but 
only the totalitarian powers; for, as a 
matter of fact, the European democra- 
cies never showed any concern about 
the existence or the action of a united 
America. It was only the nazi and 
fascist nations that gave signs of un- 
easiness and displeasure, doubtless be- 
cause they could see in the Pan-Ameri- 
can Conference a focus of resistance to 
their ideologies, their penetration, and 
their designs. 

I wish to emphasize, however, that 
feelings and opinions were not entirely 
equal or had not the same intensity 
among the different nations in either of 
the two groups. Occasional discrep- 
ancies could be detected on certain mat- 
ters. 

However, the general characteristics 
were, as stated before, a tendency to 
strong solidarity and democratic action 
on one side, and a tendency to weaken 
or attenuate that action on the other 
side. I wish also to stress that never 
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and nowhere was there any overt op- 
position to the traditional tenets of Pan- 
Americanism. It was not a question of 
principle, but a question of degree or 
modality in the actual application of a 
unanimously recognized principle—the 
principle of continental solidarity. 


ACHIEVEMENT OF UNANIMITY 


I believe that a dispassionate analysis 
of the labors and events of Lima shows 
that having in mind “the broader 
aspects of inter-American questions,” 
as our program says, the final results 
of the Conference must be considered 
encouraging because unanimity was at- 
tained in preserving and reaffirming the 
paramount issue of solidarity. There is 
no question but that great forces and 
powerful influences were striving at 
Lima for a break or a weakening of the 
Pan-American front. For a while things 
looked very gloomy, not because—as I 
said before—was there anywhere overt 
opposition to the principle of conti- 
nental unity, but because by reason of 
divergent views, national jealousies, or 
diplomatic susceptibilities, there was 
difficulty in obtaining the desired una- 
nimity for a concrete formula with 
which to express that principle. If no 
such formula had been agreed upon, the 
world would still be hearing the burst 
of laughter with which the totalitarian 
nations would have proclaimed urbi et 
orbi the end of Pan-Americanism, the 
disruption of continental solidarity, the 
destruction of the political principles 
upon which the American republics have 
developed their national and interna- 
tional life. 

Doubtless, the Declaration of Lima 
could have been made stronger and 
more perfect, but as adopted, it is clear 
enough and strong enough to show that 
the unity of America remains unbroken. 
It was a great feat of diplomacy, tact, 
friendliness, and continental spirit to 
have brought together twenty-one dif- 
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ferent national wills for the adoption of 
such a significant declaration at the 
present historical moment. 

A great deal has been said, written, 
and printed, in derogation of the Lima 
Conference and its results. Some criti- 
cisms are well founded. Others are not. 


“UNFINISHED BUSINESS” 


The Conference, it is true, was not 
so constructive as previous ones. There 
were signed no treaties or conventions 
by means of which could be advanced 
the gradual formation of a conventional 
international law for America. There 
was no solution for the grave juridical 
and political problems laid down in the 
agenda. All the great problems were 
submitted for further study by different 
bodies, committees, or commissions. 
Pending such study were left such im- 
portant questions as the constitution of 
an American Association or League of 
Nations, the organization of an Ameri- 
can Court of International Justice, the 
definition of the aggressor and sanctions, 
the perfection and co-ordination of the 
existing peace instruments, the methods 
for the preparation of multilateral trea- 
ties, the nationality of juristic persons, 
the disposition of pecuniary claims, and 
other matters of manifest interest. 

It should be recognized, however, that 
it is impossible for a conference to con- 
sider and decide in the short period of 
two weeks of actual work, such a num- 
ber of highly technical and delicate po- 
litical questions. In this connection, a 
resolution was adopted at Lima which 
has attracted little attention and yet is 
one of the most important and far- 
reaching acts of the Conference, one 
that will have great influence on the 
future of Pan-Americanism. I refer to 
the resolution presented by the Colom- 
bian Delegation whereby it was agreed 
in substance that in future technical 
matters shall be decided at special 
conferences; that for the program of 
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the general Pan-American Conferences, 
preference shall be given to questions 
relating to the maintenance of peace 
and those regulating the political rela- 
tions of the American republics; and 
that the Governing Board of the Pan 
American Union may consider the pos- 
sibility of holding the general Confer- 
ences at shorter intervals than the 
five-year period now adopted. In this 
manner the work will be greatly facili- 
tated, by enabling the states to con- 
centrate their activities on shorter and 
more unified programs. 


ACCOMPLISHMENTS AT LIMA 


But on the other hand, at Lima were 
approved the greatest number of resolu- 
tions ever passed by any Conference 
(112) on economic, commercial, hu- 
manitarian, social, and cultural matters, 
on communications, radio, aviation, im- 
migration, labor, women’s rights, copy- 
right, functions and relations of the 
Pan American Union, intellectual co- 
operation, moral disarmament, and 
other matters, all of which shows that 
Pan-Americanism is an active force 
which continues to perform quietly and 
effectively an enormous amount of work 
tending to rapprochement, unity, and 
understanding. Despite handicaps and 
temporary or partial failures, the repub- 
lics of America go on developing their 
joint action for the consideration and 
solution of their common problems, and 
America continues to be the only conti- 
nent which is internationally organized 
for co-operation. Pan-Americanism still 
has a long way to go, but it marches on. 

I believe the future of the Union of 
the American Republics is outlined by 
the Declaration of Lima, for that 
document is a political program and a 
collective statement of international pur- 
poses. By the Declaration the Ameri- 
can peoples proclaim their spiritual 
unity attained through the similarity of 
their republican institutions. In the 
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face of policies based on war or on the 
threatened or actual use of force, they 
assert their will for peace. When inter- 
national law is brazenly violated else- 
where, they declare their adherence to 
its rule and the equal sovereignty of 
states. When treaties are violated, they 
proclaim the sanctity of international 
compacts. Against discrimination and 
persecution based on religious or racial 
motives, they raise the standard of tol- 
erance, of humanity, of individual lib- 
erty. At a moment when threats, ag- 
gression, and conquest maintain the 
world in perpetual alarm, they declare 
that “respect for the personality, sov- 
ereignty, and independence of each 
American State constitutes the essence 
of international order sustained by con- 
tinental solidarity”; they state their 
purpose to maintain the principles upon 
which said solidarity is based, and their 
determination collectively to defend the 
peace, the security, and the territorial 
integrity of any American state, if 
threatened by any foreign intervention 
or activity. To accomplish these pur- 
poses the American republics undertake 
to decide by means of the procedure of 
consultation what measures are to be 
taken in each case. 

In this manner the Declaration of 
Lima reaffirms the so-called continental- 
ization of the Monroe Doctrine, already 
effected by the Declaration of Solidar- 
ity signed at Buenos Aires, December 
23, 1936. The basic principles of the 
Monroe Doctrine, as opposed to any 
non-American action encroaching upon 
the political independence of American 
states under any guise, and to the ac- 
quisition in any manner of the control 
of additional territory in this hemi- 
sphere by any non-American power, are 
now a doctrine proclaimed not only uni- 
laterally by the United States but also 
jointly by all the nations of the conti- 
nent. 


But this is not all. The spirit that 
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finally prevailed at the Conference must 
be gathered from other documents unan- 
imously signed by the twenty-one sov- 
ereignties there represented. ‘There is 
the resolution proposed by the Mexi- 
can Delegation consecrating the prin- 
ciple of freedom of association and free- 
dom of expression of thought by the 
working classes. There are also the two 
very significant resolutions whereby it 
is declared that the European concept 
of minorities has no place in America, 
and condemning the collective exercise 
of political activities by aliens. There 
was also approved a resolution proposed 
by Cuba, condemning all persecution for 
racial or religious motives; another one, 
on the defense of human rights, pro- 
posed by Mexico, condemning aerial 
bombardments of undefended cities and 
noncombatant populations; another one, 
which reiterates as a fundamental prin- 
ciple of American public law the non- 
recognition of the acquisition of terri- 
tory by force; and finally, another one, 
proposed by the Panama Delegation, 
relative to the diffusion of the principles 
of democracy through the schools, be- 
ginning in the primary grades and con- 
tinuing through to university studies. 

Thus it would seem that the practical 
indications for the future of inter- 
American relations may be summarized 
as follows: 

The traditional tenets of peace, inde- 
pendence, equality, law, noninterven- 
tion, and co-operation are all main- 
tained. 

The Monroe Doctrine is continental- 
ized. 

Solidarity is reaffirmed, as opposing 
any action threatening the basic prin- 
ciples of the American commonwealth of 
nations. 

Joint action is promoted through the 
procedure of consultation, which, even 
though not properly regulated as yet, is 
a system conducive to close political 
co-operation. 
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DISTURBING ELEMENTS 


There are, of course, disturbing ele- 
ments in the field of inter-American re- 
lations. The worst is, perhaps, the 
great menace to democracy constituted 
by the large number of dictatorships, 
open or disguised, existing today in 
America, whose practices are undermin- 
ing the very foundations of representa- 
tive government. Another is the intense 
propaganda carried on by the totalita- 
rian powers in behalf of their political 
philosophies. Another is the economic 
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nationalism and commercial rivalries 
brought about by a series of factors 
which America has been unable to 
counteract up to this time. 

To strive against the effect of these 
disturbing elements, America can find 
strength in the results of the Eighth 
Conference, and I have no hesitation in 
asserting that if the agreements, dec- 
larations, and recommendations of Lima 
are faithfully followed in our future re- 
lations, the New World will not fail in 
its aspiration to be a land of peace, 
amity, liberty, and prosperity. 
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Inter-American Trade Problems 
By Eucene P. THOMAS 


Y OUTLOOK on the interna- 

tional trade situation has been 
broadened by my recent visit to Latin 
American countries. Close contact with 
local conditions in South America has 
brought a clearer perspective in relation 
to our trade problems in that part of 
the world, and of the relationship of 
these problems to the difficulties that 
confront our exporters in other areas. 
It is only by these personal contacts 
with leading officials and business men 
in other countries that one may gain a 
clear insight into their problems and 
viewpoints on all sides of the questions 
that concern so vitally the future of 
their foreign trade. 


Our ForEIGN TRADE PoLicy 


The United States has been engaged 
for several years in pursuing a foreign 
trade policy which the Congress and 
business men generally have felt to be 
a practical contribution to the solution 
of the complicated difficulties which the 
Great War and its inglorious aftermath 
brought in their train. There is no rea- 
son at present why this policy should 
not be regarded by all countries as an 
ideal remedy for an international trade 
situation which offers such little prom- 
ise under existing circumstances of 
bringing about the economic recovery 
essential to the prosperity of all nations. 

It may be contended by some that 
such an idealistic remedy may fail to 
take full account of arbitrary and un- 
orthodox plans of totalitarian powers in 
their own selfish interest; that we should 
face the conditions that confront us as 
realists, prepared to take advantage of 
every change of wind and tide by tem- 
porary adjustments to each situation as 
it arises. There is much to be said in 
support of this theory, provided that 


temporary expedients do not deflect us 
from the main purpose of our trade 
policy—that of consolidating world 
opinion in favor of the advantages of 
a long-term re-establishment of a world 
economic order to which the economies 
of all countries are properly geared. 

It seems to me that there can be no 
ideal substitute for the principle of 
equality of treatment which is the basis 
of our foreign commercial policy. No 
alternative basis of our foreign trade 
relations has yet been proposed that 
meets so effectively the complexities of 
the existing international trade situa- 
tion. The alternatives proposed in 
some domestic quarters are more con- 
cerned with making the tariff a political 
issue by which sectional interests may 
profit, as in the past, than with treating 
it as an economic question which con- 
cerns the interests of the Nation as a 
whole. 

That the continued trend towards 
self-sufficiency and bilateralization of 
trade, prevalent among many nations, 
does not admit of early adjustment to 
orthodox trading practices in conformity 
with our trade program, is obvious. 
However, the question arises of the pos- 
sibility that these abnormal trends will 
become permanent, through fixity of ad- 
justments made by so many countries to 
these changed methods of trading. 


Tse British PLAN 

The Association of British Chambers 
of Commerce met last year to consider 
what new trading methods were required 
to meet the changing conditions and to 
secure an increase in British export 
trade. It is interesting to note that the 
British Chambers reached the conclu- 
sion that present methods are not ca- 
pable of prevailing against present ad- 
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verse conditions. It was proposed that 
a policy should be devised which would 
combine what was ideally desirable with 
what was reasonably feasible. Follow- 
ing this conclusion, it is noteworthy that 
the President of the British Board of 
Trade has been visiting Berlin with the 
object of improving Great Britain’s 
trade relations with that country, and 
that a similar visit will be made later 
to Moscow with the same object in 
view. 

' The British plan of encouraging an 
increase of imports as well as of exports 
is in line with American present-day 
thought—that of making our import 
policy an aid to our export trade. With 
an export balance in our favor last year 
amounting to approximately one billion 
dollars, it is apparent that our problem 
presents a different aspect from that of 
Great Britain. 


OUR COMPETITIVE POSITION 


Although our merchandise exports 
maintain a lead over our imports, the 
effects of this are far from reassuring to 
our export interests. The tendency is 
to create exchange difficulties, to render 
more complex the transfer of American 
credits, and to divert trade from Ameri- 
can manufacturers to those of other 
countries. It is axiomatic that we must 
buy if we would sell. In the long run, 
we stand to lose unless we can devise 
means of buying more from the coun- 
tries which are the sources of essential 
raw materials and other primary and 
manufactured products, and to whom 
we sell more than we buy. This does 
not mean that we should bilateralize our 
trade, but that we ought always to bear 
in mind that imports are an integral 
part of our foreign trade and are vi- 
tally complementary to our export 
needs. Competition for Latin American 
trade, for example, is no longer one only 
of price and quality, but also of the 
ability of the selling country to absorb 
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more of the raw materials and primary 
products of our South American neigh- 
bors. 

The most glaring example of the in- 
effectiveness of our competitive power 
where psychological and other factors 
are involved is that of our impending 
loss of trade in Argentina. This may be 
directly traced to the harm wrought 
through the misguided action of sec- 
tional interests in our Congress, in the 
affront given to the Argentine Govern- 
ment by the refusal of the Senate Com- 
mittee to take action ratifying the Sani- 
tary Agreement entered into by our 
Government and that of Argentina in 
1935. The recent decision of Argentina 
to reduce her imports of United States 
products by 40 per cent is traceable in 
large degree to the unjustifiable use 
made of our sanitary laws for the pur- 
pose of prohibiting the entry of Argen- 
tine meats. This shortsighted policy 
has cost American exporters heavy 
losses through exchange discrimination 
against American imports into Argen- 
tina and in loss of trade. 

While Argentina seems to accept the 
economic pressure of Great Britain to 
increase the latter’s share of Argentina’s 
imports, it must be admitted that Ar- 
gentina did have an adverse trade bal- 
ance last year of 60,000,000 paper 
pesos, against a large favorable balance 
in the previous year of 753,000,000 pa- 
per pesos, and feels that she must cur- 
tail imports; but she proposes to curtail 
the imports from the United States and 
other countries which do not buy so 
largely from Argentina as they sell 
there. It is within the power of the 
United States to put into effect re- 
prisals, but to assist our retention of 
our important market in Argentina, 
some $70,000,000 in 1938, it is impor- 
tant to ratify the Sanitary Agreement 
with Argentina, which should have been 
done three years ago, when it was exe- 
cuted. A possible alternative is the sale 
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of American goods over the import 
quota limits, on credit terms. 

If we demand from other countries 
equality of treatment for American 
goods, we must not deny similar non- 
discriminatory treatment to the goods 
of other nations. 

A chief problem at the present time 
is that of repairing the damage done 
through criticism abroad of the incon- 
sistencies to be found in our tariff pol- 
icy through use of the Revenue Act for 
tariff protection of sectional interests. 
Anything which tends to create psycho- 
logical barriers to our trade abroad is to 
be deprecated as most harmful to our 
interests. Our reciprocal trade agree- 
ments policy is based fundamentally not 
only on the assertion of America’s right 
to an equitable share of world trade, but 
also on the principle of affording to 
other countries reasonable competition 
in our own markets. 

Taking a realistic attitude toward the 
changing conditions in world trade that 
must determine the policy to be pursued 
in meeting these adverse circumstances, 
we are faced today by the fact that 
some seventy countries, representing 
about 25 per cent of the world’s trade, 
are compelled for one reason or another 
to resort to exchange controls. Other 
countries in large part have organized 
their internal economy and adapted 
their foreign trade to these measures, 
which in some cases no longer can be 
regarded as merely temporary provi- 
sions. 

If I may sum up at this stage the 
effects upon American foreign trade of 
these various trends and changes, the 
results may be found in the increasing 
difficulty with which our exporters carry 
on their trade in foreign markets, ham- 
pered further by impediments to the 
transfer of American credits into dol- 
lars. Blocked American funds, discrim- 
inatory exchange controls, import li- 
censes, quotas, barter agreements, and 
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other handicaps continue to harass our 
exporters, 


Lonc-Trerm CREDITS 


Viewing these changes in the tech- 
nique of foreign trade, the question 
arises whether the reciprocal trade 
agreements program is wholly sufficient 
‘for improvement of our foreign trade 
under the present adverse conditions 
brought about by the irregular and un- 
economic trends of totalitarian coun- 
tries. It seems to me that for some time 
to come it will be necessary to supple- 
ment our trade ‘policy by one of long- 
term credits which, since the decline of 
loans and investments set in, are re- 
quired chiefly by primary producing 
countries which are in the grip of strait- 
ened circumstances, and with which it 
is essential that the United States main- 
tain its trade relations unimpaired. 

It is necessary, therefore, to revive 
some form of financial assistance to 
countries which, while willing to buy 
our goods, find it necessary to transfer 
their purchases to European countries 
that are offering what seem to be more 
attractive terms. Other countries have 
resorted to export subsidies, barter and 
compensation agreements, and govern- 
mental guarantees of export credits, in 
seeking to capture trade which formerly 
was in the hands of United States ex- 
porters. 

Only recently a British Guarantees 
Act increased from £50,000,000 to £75,- 
000,000 the financial aid extended to 
British exporters by the Department of 
Overseas Trade. An additional sum of 
£10,000,000 was voted for providing 
competitive means for export transac- 
tions on a longer credit period up to ten 
years, with guarantee insurance against 
the total invoice value. What these 
credit facilities have meant to British 
exporters over the depression years may 
be gauged by the fact that the total 
value of British contracts, insurance 
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policies, and guarantees under this 
scheme increased from £7,500,000 in 
the fiscal year 1933-34 to £42,940,000 
in the year 1937-38. During the dis- 
cussion in the British Parliament it was 
stated that the premiums received under 
this scheme of credit guarantees have 
exceeded the combined totals of claims 
paid and the administrative expenses 
throughout the duration of the plan, 
which means that this practical aid to 
British exporters was without cost to 
the British taxpayers. This form of 
credit facility may be said to take the 
place of former British lending abroad 
by public loans, with the advantage that 
it is interlocked with British exports. 

In addition to the advantages gained 
by British exporters from the govern- 
ment guarantees of credits on goods sold 
abroad—up to 75 per cent of the total 
invoice—the government department’s 
thorough investigation of the credit situ- 
ation in all markets has been invaluable 
to those engaged in foreign trade. The 
British law requires that the export 
credits guarantee system shall be con- 
ducted on strictly commercial lines, un- 
der the critical supervision of an ad- 
visory council of selected business men. 


MEETING PRESENT CONDITIONS 


New circumstances call for greater 
flexibility in policy—especially in the 
field of credit—in meeting abrupt 
changes in conditions such as obtain in 
our Latin American markets. From a 
recent announcement, it is evident that 
the Export-Import Bank of Washington 
is alive to the necessity of government 
aid in planning for the maintenance and 
expansion of the two-way trade between 
the United States and the undeveloped 
empire of South America. It has long 
been the hope of American exporters 
that the Export-Import Bank would 
play a part in support of the reciprocal 
trade agreements program commensu- 
rate with that taken by the British De- 
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partment of Overseas Trade and by 
other governments, including that of 
Japan. 

While we should guard against exag- 
gerated fears as to our trade with Latin 
America, we cannot ignore the increas- 
ing competition of other countries, par- 
ticularly Germany. Our share of Latin 
American imports increased from 31 per 
cent of the total in 1936 to 34 per cent 
in 1938, as compared with 14 per cent 
for Germany and 12 per cent for Great 
Britain. Our share of Brazil’s total im- 
ports was 28 per cent ten years ago; 
now it is 24 per cent. Germany’s share 
of Brazil’s total imports has increased 
in that ten-year period from 10.6 per 
cent to 24.4 per cent. As Brazil has a 
large export balance with the United 
States, amounting last year to nearly 
$36,000,000, it is of serious consequence 
to discover the means by which Ger- 
many has captured so large a share of 
this market. 


GERMANY’S TRADE PoLicy 


Investigation of the causes that con- 
tribute to Germany’s success in increas- 
ing her trade in Latin American coun- 
tries shows that the main planks of 
Germany’s trade policy are barter and 
dumping. Its objective in the main is 
to procure much-needed raw materials 
—which Latin America has in abun- 
dance—to be paid for in German manu- 
factures. By this means Germany in- 
sures an additional supply of foreign 
currency by reselling in foreign markets 
products obtained by barter. It is due 
to this system that Germany was able 
to carry through the first Four Years’ 
Plan, and is now carrying through the 
second Plan. Foiled by efforts to ex- 
tend this trading system to the United 
States, Germany’s exports to this coun- 
try steadily declined. The same expe- 
riences attended her trade with British 
countries and with the Dutch colonies 
in the Pacific. In all cases, Germany 
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incurred deficits and was forced as a 
debtor to reduce her imports. 

It was then that Germany concen- 
trated her efforts on Latin American 
markets. Between 1934 and 1937 Ger- 
many bought largely of raw materials— 
minerals, coffee, and agricultural prod- 
ucts. During that period her exports 
to Brazil—manufactured goods in the 
main—increased by about $37,000,000; 
to Argentina by approximately $7,000,- 
000; to Chile, $19,000,000; to Colom- 
bia, $8,000,000; to Ecuador, $2,000,- 
000; to Peru, $7,500,000. 

In her purchases from Brazil, Ger- 
many bought far in excess of her domes- 
tic requirements and resold at a profit 
and for cash what she herself could not 
absorb. In payment for these goods, 
Germany flooded Brazil with German 
manufactures which Brazil was unable 
to absorb as rapidly as they were 
dumped on her market. Many of these 
German goods were found to be not so 
suitable for Brazil’s needs as American 
products. In her trade with Brazil, 
Argentina, Chile, Peru, and Uruguay, 
Germany ran up a debit account of 
large proportions which she has been 
unable to settle. Victims of German 
barter methods, these Latin American 
countries found at the end of 1935 that, 
according to German estimates, Ger- 
many’s debts to South America had 
mounted to 650 million Reichmarks. 
Other authorities place the actual in- 
debtedness at about 1,000 million Reich- 
marks, Fearing that she might be shut 
out of these rich reservoirs of raw mate- 
rials, Germany applied high-pressure 
methods and did not hesitate to use 
political propaganda to attain her eco- 
nomic objectives. 

To understand the German economy, 
it is necessary to bear in mind that 
while prior to 1933 Germany was en- 
gaged in productive work, virtually her 
entire resources are now behind her re- 
armament program, A story is told of 
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a German buyer who, having bought up 
all the low-grade cotton on the Bra- 
zilian market, was warned that he would 
not find it of any use for weaving. “Not 
for weaving, of course,” he replied, “but 
it is quite good enough for the manu- 
facture of explosives.” 

The German technique of paying only 
in goods—described at one time by Dr. 
Schacht as a “monstrous” proposal—ap- 
peared at first to be advantageous to 
countries anxious to find immediate 
outlets for their mineral resources and 
agricultural products. Stocks were 
cleared and prices rose. But in the end, 
each of the countries exploited by the 
German system found that Germany 
was the principal gainer. 

Germany’s export system is a flexible 
mechanism adapting itself to special 
needs and conditions in the various mar- 
kets. While subsidizing German ex- 
ports to free-exchange countries to the 
extent that appears necessary, by a tax 
on domestically consumed products, this 
is far from being the case with German 
exports to exchange-controlled coun- 
tries, where clearing agreements auto- 
matically take care of German exports 
and enable her exporters to raise their 
prices and make handsome profits, ow- 
ing to the rates of exchange operating 
in their favor. The clearing system en- 
ables Germany to purchase, through her 
centralized agency, a growing portion 
of raw materials and agricultural ex- 
ports of the countries concerned, forcing 
them at the same time to liquidate the 
proceeds of their exports by accepting 
in payment such quantities and qualities 
of goods as Germany chooses to sell 
them. As Dr. Schacht commented on 
this system, of which he is reputed to 
have been the father, full use is made 
of a situation “where it is no longer the 
creditor but the debtor who has the 
whip hand.” The higher prices which 
Germany pays for agricultural products 
and raw materials in Latin America are 
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purely fictional, representing as they do 
credits of blocked Reichmarks, or bonds 
for German goods. In reality, these 
clearing credits represent loans to Ger- 
many by Latin American countries that 
have been induced to enter this well- 
baited trap. The solution of the ex- 
port problem in Latin American coun- 
tries is not to be found in bilateral 
exchange clearing. 

Considered as a whole and as af- 
fecting United States trade in Latin 
America, the exchange restrictions have 
had one common result—the supplant- 
ing of a large volume of imports from 
free-exchange countries by imports from 
restriction countries. 


FINANCIAL AID 


It was significant, therefore, that, 
concurrently with the Lima Conference, 
the announcement came that the Treas- 
ury of the United States was contem- 
plating plans for financial assistance to 
Latin American republics. 

The recent announcement that a 
group of American banks had opened a 
$20,000,000 revolving credit for Brazil 
will be welcomed by our foreign traders 
for the promise it gives of an early 
restoration of a normal exchange situ- 
ation in that country. This credit, it 
is understood, was arranged through the 
Export-Import Bank. As Brazil at 
present holds a considerable amount of 
German compensation marks, it is 
hoped that the revolving credit will free 
Brazil from this situation and lend as- 
surance to our traders of a recovery of 
their priority as Brazil’s chief suppliers, 
which Germany has usurped. 

If the United States is to embark on 
a policy of extensive financial aid to the 
Latin American republics commensurate 
with their needs, and of the development 
of their resources, and especially of the 
utilization of those raw materials essen- 
tial to the United States, every care 
should be exercised in providing that 
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the money placed at their disposal shall 
not be dissipated or diverted to un- 
profitable purposes. Such loans, if 
made, should be used for increased pro- 
duction of materials in the lack of which 
we are especially vulnerable—such as 
manganese ore, rubber, tin, hemp, and 
vegetable oils. The most scrupulous 
care should be exercised that these 
loans, if made, shall be primarily for 
the increase of both the export and the 
import trade of our country with the 
Latin American countries, and shall not 
be used to build up enterprises competi- 
tive with established American indus- 
tries. 

Further, if the taxpayers’ money is to 
be used, in the absence of private invest- 
ment, in the assistance of some of the 
undeveloped and backward countries 
south of us, it should only be with the 
certainty that adequate protection shall 
be afforded to existing American prop- 
erties. Certainly it would be very fool- 
ish to make further investments except 
with such adequate assurance of the 
inviolability of present property invest- 
ments—amounting to $2,900,000,000. 

Gratifying in this connection are the 
results of the visit to Washington of 
the Brazilian Foreign Minister, Dr. Os- 
waldo Aranha, by which credit facilities 
made through the Export-Import Bank 
will enable Brazil to free the exchange 
market for commercial transactions and 
to facilitate the transfer of an equitable 
return upon investments made in Brazil 
by United States citizens. The large 
credits placed at the disposal of Brazil 
will insure the provision of funds in 
payments for imports from the United 
States and will form the basis for active 
co-operation between Brazil and the 
United States in developing new sources 
of noncompetitive production for stimu- 
lation of increased trade. 


NATIONAL FOREIGN TRADE COUNCIL 
I may say here that the National For- 
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eign Trade Council was one of the earli- 
est advocates of the Export-Import 
Bank system. At its annual conven- 
tions in the early period of the depres- 


sion, the direct relation between the : 


fiscal problems of debtor nations and 
their erection of trade barriers, such as 
import limitations and exchange con- 
trols, was emphasized. In 1933, at the 
Pittsburgh convention of the Council, 
recommendations were made for credit 
assistance to our exporters similar to 
that granted by British and European 
governments, so that proposals for the 
mitigation of exchange restrictions 
should offer definite benefits to the 
countries having exchange controls. 
The agreements just made for extension 
of large credits to Brazil were preceded 
by the agreements made in 1933 and 
1936 between the National Foreign 
Trade Council, representing American 
owners of these credits, and the Govern- 
ment and Bank of Brazil for the refund- 
ing of blocked credits. These agree- 
ments provided for the liquidation of an 
aggregate of $44,000,000 of frozen 
funds of 1,260 American creditors. 

On my recent visit to Rio, represent- 
ing the Council and the official United 
States-Brazilian Commercial Commit- 
tee, plans were freely discussed with 
Brazilian officials for the liquidation of 
the additional accumulation of blocked 
funds, now agreed upon, and the means 
that might be adopted for developing 
new sources of trade between the two 
countries. I mention this because it is 
not generally known how active the Na- 
tional Foreign Trade Council has been 
in assisting towards a satisfactory con- 
clusion of efforts made in the past five 
years to place the trade relations of the 
two countries on a sound and mutually 
advantageous basis. 


y 
Devious METHODS 
Prewar world economic development 
was identified with the integration of 


153 


an international financial system the 
dislocation of which in recent times by 
so many countries has proved to be a 
most fertile source of the difficulties that 
retard the restoration of international 
trade. 

Many countries have developed in 
varying degrees a system of concealed 
or flexible currency depreciation, com- 
bined with the organization of export 
subsidies and the canalization of trade 
in bilateral channels by clearing agree- 
ments and other methods, in which Ger- 
many takes foremost place as the in- 
ventor of ingenious devices which are 
superimposed on previous restrictions to 
foreign trade. 

Close observers of German trade 
methods have long been convinced that 
there is a limit to barter or compensa- 
tion agreements. No later than last 
November, Dr. Schacht, who against 
his own orthodox economic views de- 
vised the barter plan, said: 


I once called my own new plan a horrible 
thing and I still stick to this description of 
it. Someone told me once that there was 
a merchant at an exhibition who knew how 
to combine happily annoyance and humor. 
It seems that he decorated his stand with 
the forty forms or so which a German ex- 
porter has to fill out today in order to do 
business. 


Dr. Schacht, while condemning the 
system, could suggest no alternative to 
the export regulations of the German 
economic bureaucracy, so long as Ger- 
many’s foreign exchange situation did 
not improve. 

In conclusion, I think you are all 
familiar with the program of German 
economic aggression, as well as political 
propaganda, throughout Latin America; 
the restiveness of these countries against 
the demands of Germany; the threats 
that Germany will not buy the surpluses 
of these straitened countries except on 
a compensation basis; and the reduction 
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in our purchases, particularly from Bra- 
zil and Argentina, and from other Latin 
American countries, concurrent with the 
3 per cent increase in our share of the 
total Latin American market. It is not 
remarkable, therefore, that these coun- 
tries have to make these bilateral com- 
pensation agreements on the terms dic- 
tated by Germany, in order to dispose 
of the surplus which we and other coun- 
tries are not taking. In spite, therefore, 
as I said before, of general indorsement 
by our exporters of the Hull reciprocal 
trade agreements program as the ideal 
policy for the ultimate restoration of 
the normal machinery of world trade, 
with regard to Brazil and perhaps some 
other countries, it may become neces- 
sary for us to put into practical effect 
measures which will better enable them 
to resist Germany’s dominating en- 
croachment on our normal trade and, in 
some cases, the pressure from Great 
Britain based on the bilateral trade the- 


ory. 
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GOVERNMENT CONTROL 


There are, as you are aware, angles 
to our foreign trade problem which are 
determining what the future technique 
may be. The extension of bureaicratic 
control over foreign trade is not merely 
the result of the many emergency meas- 
ures for combating the effects of depres- 
sion. In larger degree than we had 
reason to contemplate ten years ago, 
government control over foreign trade 
is no longer a mere expedient, but ap- 
parently a matter of permanent policy. 
Advanced forms of state control are in 
operation which more and more neces- 
sitate closest co-operation and under- 
standing between American . industry 
and the Government. We face the fu- 
ture with uncertainty, but feel that the 
powerful resources of the United States 
and the strong faith we hold in our des- 
tiny as a democratic people will enable 
the country to maintain and enlarge its 
vital stake in world trade. 
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Transportation Problems 


By Cuartes H. C. PEARSALL 


HE subject “Transportation Prob- 

lems” in relation to South Ameri- 
can trade is a broad one indeed, and I 
intend to confine this discussion to the 
matter of shipping services between the 
United States and the countries of Latin 
America, particularly the problems con- 
fronting the operator of American flag 
merchant ships. 

The Latin American countries are the 
chief objects of our “good neighbor” 
policy. South America constitutes the 
one most logical sphere of operations 
for the future development and expan- 
sion of our commerce. But we find that 
every important European nation is 
quite strongly intrenched in South 
America—an influence, in most in- 
stances, which dates back to the time 
when the financial and industrial in- 
terests of the United States were de- 
voting their energy and money to in- 
ternal development, and when the 
United States neglected its merchant 
marine and intrusted the carrying of its 
then very modest foreign commerce to 
foreign flag vessels. Naturally, the 
merchant shipping of these European 
countries played an important role in 
the upbuilding and solidification of their 
commercial relationships and activities 
in South America. 


SUPERIORITY OF FOREIGN VESSELS 


It has long been recognized that the 
American ships plying regularly between 
the United States and South America 
are outnumbered by foreign flag vessels, 
though in a comparison of ship for-ship, 
I would not say’ we are outclassed. To- 
day the American lines operating be- 
tween the United States and West In- 
dian, Central American, and South 
American ports employ some splendid 
vessels, many of them built within the 
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past ten years. But for every one such 
American ship there are two, three, and 
four foreign ships of greater size, higher 
speed, many with superlative passenger 
accommodations, operating between Eu- 
rope and the same South American ports 
at which the American ships call. More 
than one “good will” mission has noted 
this disparity and expressed the hope 
that something might be done to pro- 
vide American vessels fully capable of 
supplying the needs of our commerce. 
With the exception of some forty 
ships built under the provisions of the 
Merchant Marine Act of 1928, Ameri- 
can merchant vessels are all closely ap- 
proaching the end of their useful life. 
They must compete with newer foreign 
ships which are faster, more economical 
to operate, and more efficiently equipped 
for the handling of cargo. Acting under 
the provisions of the Merchant Marine 
Act of 1936, the Maritime Commission 
has embarked upon a most ambitious 
ship construction program which con- 
templates five hundred new American 
merchant vessels in the next ten years. 
The Commission’s plans include large 
express liners for the South American 
trade. Three ships, formerly in the in- 
tercoastal trade, have recently been 
placed on the run between New York 
and the chief ports of the South Ameri- 
can east coast, but these are regarded 
more or less as a stop-gap to serve until 
ships of greater speed can be planned 
and built especially for that trade. 
But we have a long way to go to 
catch up with our European and Far 
Eastern competitors. We find ships of 
ten or twelve nations not only engaged 
in the competition for carrying Ameri- 
can goods, but employed rather as in- 
struments of commerce for the up- 
building of these nations’ good will and 
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trade with the South American coun- 
tries. 

The largest American flag ships serv- 
ing the South American ports are of 
slightly over 18,000 gross tons. These 
are the three former intercoastal liners. 
The larger foreign flag vessels include 
the 22,000 ton “Alcantara” and “Astu- 
rias” of the Royal Mail Lines, the Brit- 
ish Blue Star Line’s 15,000 ton motor- 
ships, the 28,000 ton “Cap Arcona” of 
the Hamburg-South American Line, and 
four Italian liners running between 20,- 
000 and 30,000 gross tons. These ships, 
as well as the smaller foreign flag ves- 
sels, are almost all newer and faster 
than the American vessels serving the 
same ports. 

In the West Indies and Central Amer- 
ican territory the same condition pre- 
vails, though perhaps more acute for 
the reason that lines sending their ships 
through the Panama Canal have them 
call at numerous ports on their way to 
and from the Canal. In addition, there 
are several lines operating between Eu- 
rope and Caribbean ports which do not 
transit the Canal. Of course, the West 
Indies are well covered by American 
flag services, and in the direct trade, 
American lines account for almost 100 
per cent of the cargo carried. But here, 
too, we must admit that in most cases 
the foreign flag ships operating between 
the Caribbean and their home countries 
overshadow the American vessels in size, 
speed, and impressiveness. 

Leaving out the foreign flag “cruise” 
ships (and the “Queen Mary” is about 
the only one of any consequence that 
has not thus far participated in this 
lucrative harvest of American dollars 
largely at the expense of the American 
lines), we have, for example, French 
vessels of from 13,000 to 17,000 tons 
displacement; the Dutch cover the West 
Indies with three services employing 
vessels running all the way up to 17,- 
000 tons displacement; the Italians op- 


THE ANNALS oF THE AMERICAN ACADEMY 


erate 16,000 ton motorships; the Ger- 
mans employ vessels of about the same 
size. All are subsidized in one way or 
another; most of them have accom- 
modations for a greater number of pas- 
sengers than the American ships. 


RATIO oF FOREIGN TO AMERICAN SHIPS . 


In the trade between the United 
States and continental South America, 
there are the following American flag 
lines: 


Grace Line, operating between U. S. 
Pacific Coast and the west coast of 
South America; between the U. S. 
North Atlantic and the west coast of 
South America; and between U. S. 
North Atlantic ports and Venezuela 
and Colombia. 

Pacific-Argentine-Brazil Line, between 
Pacific coast ports and the east coast 
of South America. 

American Republics Line, between U. S. 
Atlantic coast ports and the east 
coast of South America. 

Mississippi Shipping Company, between 
U. S. Gulf ports and east coast of 
South America. 

United Fruit Company, between U. S. 
Atlantic and Gulf ports and Central 
America, calling at ports in Colombia. 


Narrowing the picture down to the 
trade between our Atlantic and Gulf 
ports and the east coast of South Amer- 
ica, we find that American ships are out- 
numbered two to one. During the 
month of February, eight American ves- 
sels and sixteen foreign flag ships sailed 
from United States Atlantic and Gulf 
ports for the east coast of South Amer- 
ica. The American vessels were op- 
erated by two companies—one from the 
coast, the other from the Gulf. The 
foreign ships—Brazilian, Norwegian, 
Japanese, British, Swedish, Danish, and 
German-—were operated by eleven com- 
panies. So while the ratio of ships is 
two foreign to one American, the pro- 
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portion of companies competing for this 
business is eleven foreign and two Amer- 
ican. One of the American companies 
owns the ships it operates in this trade; 
the other charters the ships from the 
Government. The Danish, Norwegian, 
and Swedish ships in this trade are op- 
erated by American companies which 
charter the vessels; the remainder of 
the foreign vessels are operated by their 
owners. 

In addition to this direct competition, 
American ships serving South America 
must compete with foreign vessels op- 
erating between their home countries 
and the South American ports. Most 
of this foreign competition is govern- 
ment owned, or so strongly government 
controlled that it is difficult to draw a 
line separating government from private 
operation. 


AMERICAN FLAG SERVICES CURTAILED 


American shipping in foreign trade is 
undergoing a period of what I may 
term transition, due largely to the 
change in government policy in sub- 
vention, and the policy of consolidation 
of services instituted by the Maritime 
Commission, As a result, a number of 
American flag services have disappeared 
in the past year and one-half, or have 
lost their identity through merger. 
Among them are the Red “D” Line 
which formerly operated to Venezuela, 
the Colombian Line which formerly op- 
erated to Colombia, and the Munson 
Line to the east coast of South America 
which has been replaced by the govern- 
ment-owned American Republics Line 
which formerly operated only cargo 
ships. 

If I may divert for a moment from 
the South American picture, the really 
drastic reduction of American flag ton- 
nage has taken place on the west coast, 
which, in the past three years, amounts 
to almost 75 per cent in the foreign 
trade from Pacific coast ports. To 
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quote one of my west coast correspond- 
ents: “It’s serious in any man’s lan- 
guage. Such a reduction in any other 
country would call for strong immediate 
action. But then it doesn’t happen in 
other countries.” 


HANDICAPS TO AMERICAN SHIPOWNERS 


The causes of the withdrawal and 
curtailment of American flag services, 
both foreign-going and domestic, are 
many. The amendments to the Mer- 
chant Marine Act of 1936 are a step in 
the right direction, but the American 
shipowner in foreign trade still does not 
achieve a true parity with his foreign 
competitor. The act gives the American 
operator a theoretical parity by which 
he is presumably placed on the same 
footing as his competitor in the matter 
of capital and operating costs; but the 
problem goes far deeper than mere ques- 
tions of building costs and expenditures 
for wages, subsistence, repairs, and in- 
surance. 

Purely for illustrative purposes, let 
us say that an American ship’s cost for 
capital investment, maintenance, wages, 
subsistence, and insurance are 30 per 
cent higher than those of its foreign 
competitor. The Merchant Marine Act 
provides that the Government may pay 
the American this differential, thus plac- 
ing him on a parity with his competitor. 
But the entire balance is upset when the 
competitor’s government, to overcome 
this parity or to meet the competitor’s 
losses, grants the competitor a subsidy. 
At the present time, 13 American com- 
panies operating 148 vessels totaling 
1,028,398 gross tons, are receiving about 
$10,000,000 annually in operating dif- 
ferential subsidy payments. Foreign 
governments are spending at least four 
times that figure each year in counter- 
vailing subsidies to lines competing di- 
rectly or indirectly with American sub- 
sidized shipping. 

In the United States, everything is 
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done openly; the law requires public 
hearings, and the Maritime Commission 
- makes no secret of its subsidy awards. 
Foreign governments do not make this 
information available. In most cases, 
the American has no means of determin- 
ing what aid his competitor is receiving. 
“Hidden” aids to foreign shipping may 
represent a direct grant of money or an 
indirect method of promoting the for- 
eign line’s business. 

The Merchant Marine Act provides 
that if in the case of any particular for- 
eign trade route the Maritime Commis- 
sion shall by unanimous vote find, af- 


ter consultation with the Secretary of’ 


State, that the operating differential 
subsidy is in any respect inadequate to 
offset the effect of governmental aid 
paid to foreign competitors, it may 
grant such additional subsidy as it de- 
termines to be necessary for that pur- 
pose, provided (there is always a “pro- 
vided”) that no such additional subsidy 
shall be granted except upon the unani- 
mous affirmative vote of the members of 
the Commission. Thus, in order to 
meet countervailing subsidies, or their 
effect, the American owner must twice 
` receive the unanimous vote of all five 
members of the Maritime Commission. 
One member can stop the entire pro- 
cedure. 

Another disadvantage confronting the 
American operator is that if he accepts 
the operating subsidy (and it appears 
that he must if he is to continue in busi- 
ness) he must share his profits with the 
Government, and in the event of na- 
tional emergency, his ships are subject 
to requisition by the Government at a 
fixed rate of cost less fixed depreciation. 
During the past century there has been 
no period in the life of any given ship 
in which some international conflict or 
national emergency has not occurred. 
While the thought of war is abhorrent 
to every civilized human being, this has 
been a very real condition, and wars are 
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not made by shipowners. During this 
period, the owner of a ship could rea- 
sonably count on the return or amor- 
tization of his investment. Today, as 
the law stands, if the American ship- 
owner is working under an operating- 
differential subsidy contract, his profits 
in normal years are restricted and sub- 
ject to recapture if they exceed 10 
per cent. Should an emergericy occur, 
his ship is subject to requisition by the 
Government at book value—no reason- 
able mark-up because of exceptional 
conditions, no opportunity to secure a 
profit to offset years of lean business. 
The American ship is not subject to the 
law of supply and demand; the ship 
owned by the foreign competitor is sub- 
ject to controlling economic conditions, 
and in most instances he is free to take 
advantage of them. 

Other handicaps to the American 
shipowner are: new safety regulations, | 
which our Government cannot apply to 
foreign vessels but which add consid- 
erably to the American’s costs; labor 
difficulties brought about largely by la- 
bor legislation and disputes between 
unions; greatly increased costs for 
wages, repairs, and supplies; and the 
uncertainty regarding future shipping 
legislation. The last is a real though 
intangible threat, and the possibility 
that a new administration may change 
the rules of the game causes the Ameri- 
can shipowners to hesitate about future 
plans and commitments. 


FOREIGN COMPETITIVE METHODS 


Where American ships have stepped 
out because of these conditions, or have 
been compelled to lay up as in the west 
coast situation, foreign ships have 
stepped in. Intensive efforts of Euro- 
pean countries to find new outlets for 
their products have resulted in decreas- 
ing the demand for American goods 
and, consequently, for American ships. 
Added to this is the international situa- 
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tion. In the Orient, hostilities have 
knocked American trade and shipping 
into a cocked hat. In Mexico, the acts 
and attitude of the government have 
cut trade with the United States, and 
consequently shipping, by more than 50 
per cent. In Europe, almost anything 
can happen. Totalitarian governments 
threatening wars and restricting ex- 
change of currency and exchange of 
goods have seriously affected the busi- 
ness of American ships. 

Let us analyze the conditions affect- 
ing American trade and American ship- 
ping in South America. As far as ship- 
ing is concerned, the problem includes 
not only direct subventions but also 
such matters as barter deals, payment 
of freight rates in depreciated curren- 
cies, subsidization of low rates, and 
similar items which are not counter- 
vailed by the United States. 

On the direct subsidy question, gen- 
erally speaking, the policy of Great 
Britain since the war has been one of 
active encouragement of those lines 
most beset by foreign competition. The 
once independent German merchant ma- 
rine has now fallen under government 
control. The French merchant marine 
has been dependent upon government 
aid for many years, and France is, in 
proportion to tonnage, perhaps. the ma- 
jor subsidizing power. The Italian mer- 
chant marine is now substantially gov- 
ernment owned and operated. Japan 
has been endeavoring to expand her 
merchant marine with a view to increas- 
ing the national receipts of foreign cur- 
rency and facilitating the development 
of her foreign trade. The Scandinavian 
countries do not practice subsidy to any 
great extent, but can compete success- 
fully in trades even where charter rates 
are low. 


GOVERNMENT AID 


A very discouraging feature of the 
subject of government aid is the secrecy 
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in which most of it is shrouded. But 
certain facts are known, or can be de- 
termined, if one digs deep enough. 


France 


For example, we find that France will 
give the Compagnie de Navigation Sud 
Atlantique 44,000,000 francs ($1,161,- 
000) in 1939 for maintaining an infre- 
quent service from France to the east 
coast of South America. The Com- 
pagnie Générale Transatlantique will 
receive this year 180,000,000 francs 
($4,752,000) for its several services to 
the United States, the West Indies, 
Central America, and the west coast of 
South America, not counting the special 
aid received on account of the “Nor- 
mandie,” which amounts to another 
$2,000,000. 

In addition, France uses its trade 
agreement and quota system to force 
business into these vessels. For a case 
in point, the Commerce Reports issued 
by the Department of Commerce record 
that the Dominican Republic must, in 
order to maintain a satisfactory coffee 
quota, guarantee to ship 70 per cent of 
its coffee exports to France in French 
ships. Much of that coffee formerly 
went by American vessel to New York: 
for transshipment to France. Similar 
arrangements have recently been made 
with Haiti and Ecuador, to the further 
damage of American transshipment 
trade. Yet the United States allows 
French ships to take large quantities of 
coffee from Latin America to American 
ports without any hindrance whatso- 
ever. American companies formerly 
shipping bananas from Latin America 
to France have also had their business 
killed in favor of banana movement 
from the French colonies, and this trade 
is also reserved to French ships. 


Great Britain 


Great Britain gives scarcely any op- 
erating aid at present to its lines com- 
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peting directly or indirectly with Ameri- 
can shipping in Latin America, although 
the British crown colonies in the West 
Indies pay annual subsidies of over 
$200,000 to a Canadian Government 
line which touches ports of the United 
States en route to the Caribbean. Re- 
liable reports, however, are to the ef- 
fect that a tramp subsidy of £2,500,000 
yearly will be granted in the near future 
—a large part of this being presumably 
used to subsidize British operations in 
West Indies and River Plate trade, as 
was the similar aid extended in 1935-37. 
Special liner defense subsidies are also 
planned, and in this connection it is to 
be noted that the “Good Neighbor 
Fleet,” the American Republics Line, is 
one of three American services which 
British shipowners state require coun- 
tervailing. In other words, the Ameri- 
can Government having subsidized this 
line to place it on a parity with com- 
peting British and other foreign lines, 
the British shipowners now feel that 
they should be granted a countervailing 
subsidy in order to restore the advan- 
tage they formerly possessed. Counter- 
vailment of American operating aid 
would in effect insure British superi- 
‘ority, due to lower construction and op- 
erating costs to British shipowners. 


Italy 


Italy has placed “display” vessels in 
the South American service. The larg- 
est ships in regular service entering 
South American ports fly the Italian 
flag, and it is understood that Italy 
plans a rapid increase in the number 
of superior type cargo liners in Latin 
American trade. Details of operating 
subsidies for recent years are not avail- 
able, but the “Italia” line formerly re- 
ceived a subsidy of 500,000 lire ($26,- 
300) per round voyage for its service to 
the west coast of South America, while 
some smaller and slower vessels going 
only to North Brazil got half these 
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rates. Payments for the liner services 
to Buenos Aires must be quite heavy. 

In addition to operating subsidies, 
Italian shipping (which is in the main 
government owned) is aided by con- 
struction subsidies and tax favors. Flat 
construction bounties are given to both 
the shipbuilder and the owner, and the 
latter also receives 4 per cent interest 
in the net cost of the ship for five years, 
with minor deductions. Direct aids 
may easily succeed in reducing the net 
cost of a cargo liner from $1,500,000 to 
$1,000,000, while the same ship built 
in an American yard might cost $2,- 
500,000. Thus it is seen that even if 
the American owner receives the maxi- 
mum construction grant possible under 
our law (50 per cent), he will not be 
able to compete in fixed charges with 
his Italian rival. The latter will also 
be able to borrow construction funds 
cheaply and will receive exemption from 
taxation on the gross income earned by 
his ship for five years, as well as other 
favors. 

Passing from direct financial aid to 
preference, it is to be noted that Italy, 
like most foreign maritime countries, 
takes steps to see that importers specify 
Italian vessels for their cargo. Ex- 
change and quota control make such 
matters easy, without overt publicity. 
Italy has recently bartered tankers with 
Mexico for oil, to the damage of Ameri- 
can business and shipping. 


Germany 


Germany subsidizes ship construction 
on a liberal scale. Costs are normally 
brought down to a point of equality 
with the lowest foreign bids. German 
ships are operated with the aid of ex- 
change equalization subsidies, reported 
to be calculated so as to give the op- 
erator 4.20 marks for every dollar taken 
in, as against the normal parity of 2.50 
marks, with similar differences for other 
foreign currencies. Cargo is assured 


TRANSPORTATION PROBLEMS 


through shipping clauses in barter 
agreements, and at times through pro- 
visions allowing the liquidation of 
“blocked” exchange in paying freight 
charges. Offers have been noted from 
German lines in various parts of the 
world to take freight at “conference” 
rates, but payment to be half in foreign 
currency and half in marks from some 
“blocked” account. The net effect, nat- 
urally, is a cut in the conference rate. 

Profit to German shipping and dam- 
age to American lines are found in the 
subsidized export of coal and manu- 
factures. British sources report that 
Germans get an average subsidy of 6 
shillings per ton on coal exported, with 
variation depending upon the competi- 
tion encountered. Export rail rates are 
also very low, amounting to one-third 
the prewar average, it is reported. 

On manufactures, the subsidy, pay- 
able to allow price cutting, may run 
between 20 and 40 per cent of the cost 
of production, and long-term credits 
may also be granted. Prices are raised 
in the German domestic market to re- 
coup the loss. Exporters have been 
ordered to increase their foreign sales 
this year. On imports into Germany, 
licenses may be refused unless German 
ships are employed, particularly in the 
Latin American trade. No open flag 
discrimination is usually indulged in, 
but trade sources report quiet intimida- 
tion when exchange permits are sought. 
I might add that although he probably 
does not know it, the citizen of Ger- 
many is paying a heavy price for the 
expansion of German foreign trade and 
the support of German shipping. 


Japan 

Japan subsidizes the Osaka Shosen 
Kaisha’s round-the-world service to the 
extent of a little over 1,000,000 yen 
($275,000) annually, this service be- 
ing primarily to take cotton from Brazil 
to the Orient in competition with cotton 


161 


from the United States. This com- 
pany is now building two fast liners for 
this trade under very liberal construc- 
tion subsidy which, as in the case of 
Italy, will give net costs much below 
the maximum allowable to competing 
American vessels. In addition, the Nip- 
pon Yusen Kaisha is paid approxi- 
mately 409,000 yen ($116,000) for a 
service to the west coast of South Amer- 
ica by way of United States Pacific 
ports. 

Operating subsidies are only a part 
of the Japanese aid, however, and at 
present cargo ships receive direct con- 
struction bounties of 40 yen (approxi- 
mately $11) per gross ton, while fast 
passenger vessels receive bounties far 
larger than this. A passenger vessel 
capable of making 20 knots when one- 
fifth loaded would receive a subsidy of 
201.5 yen ($55), while one making 25 
knots would receive $119 per gross 
ton. 

Japanese vessels are aided through 
preferences as well as through direct 
payments. Export and Import Guilds 
in Japan now control much of the for- 
eign trade, and it is very easy for the 
proper officials of these guilds, which 
have been formed under government 
auspices, to see that the guild members 
employ only Japanese vessels. 

It has recently been reported that 
quantities of Japanese yen have been 
sold at as much as 30 per cent below the 
fixed market to shippers in Latin Amer- 
ica, this depreciated yen to be used in 
payment of freight bills for shipment of 
goods on Japanese vessels. There are 
two ways in which this might be 
brought about: one through smuggling 
of yen out of Japan, which was reported 
recently in the New Vork Times and 
which shows how cheap yen may be- 
come available abroad in violation of 
Japanese exchange laws; and the other 
through the legitimate acquisition of 
yen abroad through purchase in China 
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and utilization through various manipu- 
lations which large firms in countries 
with controlled currencies have had to 
discover. In North China a buyer can 
purchase yen at par with the Chinese 
dollar, which is now worth 16 cents, and 
with yen so acquired can pay for im- 
ports from Japan at par. That is, the 
yen purchased indirectly at 16 cents will 
buy as much as the yen purchased di- 
rectly at 2714 cents. It is not impos- 
sible that these cheap yen may have 
found their way to Latin America and 
been taken by Japanese shipping com- 
panies, since these companies through 
their China agencies and their trade 
affiliates could then utilize the cur- 
rency. 

So I think it is readily seen that the 
“Transportation Problem” in relation to 
South American trade is not a simple 
matter of running ships as economically 
and efficiently as possible. There are 
problems at home, on which the owner 
of American ships can put his finger, 
but there are greater problems involv- 
ing all sorts of international complexi- 
ties over which the American vessel 
owner has no control and which he has 
no means of combating. 


THREAT OF GOVERNMENT OWNERSHIP 


In conclusion, there is one more point 
at home on which I have not touched, 
and that is the threat of government 
ownership of shipping. Perhaps govern- 
ment ownership és the answer if there is 
to be an American merchant marine 
adequate for the national defense. We 
can all recall, only a comparatively few 
years ago, before the old Shipping 
Board had disposed of the war-built 
ships and government-established ship- 
ping lines, the cry that went up from 
abroad by foreign shipowners who re- 
sented the competition of a government- 
owned American merchant marine. To- 
day the situation has been reversed. 
Practically every large foreign merchant 
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fleet is operating either under direct 
government ownership or by virtue of 
government financing and control. 

When we had government ownership 
in this country, the Government did not 
intercede to compel American citizens 
to patronize American ships. In 1939, 
foreign governments are not at all averse 
to compelling their citizens to use only 
the ships of their own nationality, and 
many have imposed restrictions on 
goods and passengers arriving in alien 
vessels which effectively secure the busi- 
ness for their own nationals. 

Certainly the trend in Washington to- 
ward government ownership is a definite 
one. But those who advocate govern- 
ment ownership do not perhaps recall 
the Nation’s unhappy experience with 
government ownership of fifteen and 
twenty years ago. Certainly those who 
profess to believe this to be the most 
economical answer to the question do 
not realize that in many of the financial 
reports on government operation .such 
items as interest on investment, depre- 
ciation, and insurance are not always 
fully reflected, and government-owned 
lines showing an apparent profit would 
be unable to do so if under private own- 
ership and operation. 

On three distinct occasions the Con- 
gress of the United States has declared 
for private ownership of American ship- 
ping in foreign trade—in the Merchant 
Marine Acts of 1920, 1928, and 1936. 
Experience has amply demonstrated 
that privately owned shipping facilities 
are more efficient, more flexible, and less 
expensive than government ownership 
in the long run. 

But if the American merchant marine 
is to develop under private ownership, 
it is essential that not only the Mari- 
time Commission but also every other 
branch of the Government must recog- 
nize indirect competition, countervailing 
subsidies, and those other factors which 
tend to have an adverse effect upon 
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American shipping. It is a world-wide sire most to maintain adequate Ameri- 
problem, but it applies particularly to can flag services for the expansion of 
the South American area where we de- American foreign trade. 


Charles H. C. Pearsall is national president of the 
Propellor Club of the United States, New York City, 
and vice-president of the Atlantic Gulf and West In- 
dies Steamship Lines. 


Some Inter-American Financial Problems 
By Orro T. KREUSER 


WENTY-ONE American republics 
were represented at the Lima Con- 
ference and united in a spirit of conti- 
nental solidarity, and for us that spirit 
is of special importance in an economic 
sense. A great field awaits further cul- 
tivation. Much can be accomplished 
by patience, hard work, and understand- 
ing. The resources of the man power of 
this Nation, its ingenuity, and its spirit 
of helpfulness, applied to the economic 
problems to the south of us will bring 
forth results beneficial to all the part- 
ners in this enterprise—the Americas. 
Three financial problems which are 
uppermost in our minds when we con- 
sider Latin America will be touched 
upon in these remarks—those having to 
do with trade, with industrial invest- 
ments, and with outstanding bond is- 
sues. Their importance can be pictured 
when we recall that our trade with Latin 
America in 1938 was very close to one 
billion dollars, and that our total in- 
vestment is around four and one-half 
billions of dollars, 


Our TRADE WITH LATIN AMERICA 


In 1938 our exports to Latin America 
were one-sixth of our total exports 
($498,000 out of $3,094,000), and our 
imports from Latin America about one- 
quarter of our total imports ($459,000 
out of $1,960,000). Of these, the trade 
with South American countries repre- 
sents about 60 per cent, the remainder 
being with Cuba, Central America, Mex- 
ico, Dominican Republic, and Haiti. 

All these countries are sellers of prod- 
ucts chiefly agricultural in nature; raw 
materials which, under present world 
conditions, are most actively seeking 
markets which are highly competitive. 
The result is that these producers ex- 
perience increasing difficulty in dispos- 


ing of their exportable surplus. This 
need for steady markets for products 
not consumed by the home population 
has led in a number of instances to sys- 
tems of bilateral trade. Under such bi- 
lateral treaties, a country producing 
primary products usually agrees with 
an industrial country to give it prefer- 
ence in purchases to the extent that 
the proceeds of the sale of its products 
provide the wherewithal. This system 
is diametrically opposed to the recipro- 
cal trade treaty plan sponsored by our 
Government, where, by mutual lowering 
of tariff restrictions, the flow of trade 
between countries is stimulated by re- 
duced cost to consumers. Under this 
plan the benefits not only accrue to the 
countries immediately party to such a 
treaty, but are simultaneously made 
available to all other countries having 
most-favored-nation treaties with the 
United States. 

Iam mentioning this here because the 
bilateral system is especially in vogue in 
the trade relations between some Euro- 
pean countries and our southern neigh- 
bors, and some of these have become 
converted to the belief that it benefits 
them. We are, by reason of these prac- 
tices, encountering, much keener com- 
petition from European countries, espe- 
cially Germany, whose merchants are 
also enabled by government assistance 
not only in many instances to sell more 
cheaply but also to accord more liberal 
credit terms. Moreover, it is interesting 
that the insistence by industrial coun- 
tries on bilateral trade arrangements be- 
comes ever greater in direct relation to 
their own exchange difficulties and re- 
strictions at home. These opposite 
trade policies are having a very definite 
effect on our financial relations with 
Latin America as well as on our trade. 
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Some IntTer-AMERICAN FINANCIAL PROBLEMS 


Present problems must be viewed in 
the light of the world depression. 
Among the contributary causes of this 
calamity we find the tariff policies of 
the postwar period, the complete aban- 
donment of free trade by many of its 
erstwhile sponsors, the protection of 
infant industries born in war time in 
countries whose stage of development 
indicated agricultural rather than in- 
dustrial production, and the resulting 
unbalance between the price levels of 
agriculture and industry. The general 
sequence of developments may be stated 
as follows: tightening of the grip of 
tariffs and trade restrictions; reduced 
and hampered world markets; decline 
in prices; reduction of foreign loans by 
the major lending countries; fiscal dif- 
ficulties, i.e., unbalanced governmental 
budgets; mounting deficits and debt; 
depreciation of the value of the cur- 
rency in the foreign exchanges; in- 
creased cost of living; greater cost of 
meeting obligations in foreign currency; 
and finally, restriction of remittances 
abroad. 

Sometimes the deficit in the balance 
of payments became so great that the 
omission of the debt service no longer 
sufficed to restore the balance, and the 
proceeds of exports were not even 
enough to pay for imports and services. 
Then restriction of imports or of the re- 
mittance of funds abroad for any pur- 
pose had to be instituted to preserve 
the supply of foreign exchange. 

With few exceptions, notably that of 
Peru, the countries of Latin America 
have felt it necessary, in order to pro- 
tect the value of their currencies, their 
economic equilibrium, or their credit, 
to invoke some of these exchange or 
import restrictions or both. The net 
result has always been reduced trade 
and, as a natural consequence of 
greater caution abroad, restricted 
credit and reduced investment of for- 
eign capital. 
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INDUSTRIAL INVESTMENTS 


A considerable amount of money has 
been invested in mining and industrial 
plants and equipment in South America. 
These direct investments include oil 
properties, mines, factories, public utili- 
ties, railways, air transportation com- 
panies, cable companies, trading compa- 
nies, banks, and distribution facilities 
for imported products. In 1935, the 
last year for which a tabulation appears 
to be available, these direct investments 
in Latin America totaled no less than 
$3,261,000,000, of which $1,718,000,- 
000 was in South America, $731,000,000 
in Cuba and the West Indies, $651,000,- 
000 in Mexico, and $160,000,000 in 
Central America, and the total was no 
less than 45 per cent of our entire di- 
rect foreign investments. 

Investments were and are being made 
by many important companies in spite 
of the existing restrictions which make 
it difficult in many cases, if not impos- 
sible, to transfer earnings and/or divi- 
dends out of the countries where they 
are being made. Undoubtedly oppor- 
tunities exist for the profitable invest- 
ment of capital in new local industries, 
and evidently it is the considered judg- 
ment of the managers of these American 
industries that the possibilities for earn- 
ings are larger in those fields than those 
existing at home, and also larger than 
the risks involved at present. But it 
should be remembered that the hazards 
are many, and difficulties must not be 
underestimated. Success can come only 
as a result of well-matured and carefully 
developed plans, worked out at first on 
a smaller scale. 


OUTSTANDING Loans 
I should like at this point to say 
something of the dollar loans floated in 
American securities markets for Latin 
American countries, provinces, and mu- 
nicipalities. 
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At the end of 1897 no Latin American 


securities had been issued in this coun- 
try; at the end of 1914 dollar loans to 
Latin America were outstanding to a 
total of only $367,000,000, of which 
only $42,600,000 was due from South 
American countries. By the end of 
1935 net loans totaling over $1,289,- 
000,000 were outstanding, after making 
deduction for repatriations and for that 
portion of dollar loans originally placed 
outside the United States.1 This total 

- was about 25 per cent of the figure for 
the whole world. Of this amount, 
856,200,000 was due from South Amer- 
ica, $261,200,000 from Mexico, $140,- 
400,000 from Cuba and West Indies, 
and $32,000,000 from Central America. 
The great majority of these loans had 
been issued during the years 1923 to 
1928. 

Because of the circumstances to 
which I have already referred, only one 
of the important South American coun- 
tries was able to continue to service its 
government loans in full during the en- 
tire depression. In many countries the 
cost of servicing the foreign debt in- 
volved amounts in local currency en- 
tirely out of line with what was orig- 
inally contemplated. The actual value 
of the foreign debt in terms of pesos or 
milreis or soles was often as much as 
double the amount of pesos, milreis, or 
soles originally received therefor, and 
the service of the full amount of foreign 


1 As for the end-of-1935 figures, the Insti- 
tute of International Finance, in a bulletin of 
April 6, 1936, gives the following as the out- 
standing amounts of Latin American dollar 
bond issues as of December 31, 1935: South 
America, $1,379,000,000; Mexico, $295,000,000; 
Cuba and West Indies, $150,000,000; Central 
America, $42,000,000. The Institute’s above 
figures do not include “stock issues of foreign 
corporations, bond issues of American corpora- 
tions whose principal business is conducted 
abroad, all issues not payable in dollars, and 
obligations issued in lieu of interest,” but do 
include those portions of dollar loans originally 
sold elsewhere than in the United States.. 
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currency became extremely burdensome 
and in the eyes of many of the nationals 
of these countries, unjustified. In some 
cases it became impossible to continue 
the full service or even any service of 
this funded debt, and in some cases it 
became politically impracticable. It is 
to be hoped that both in the interest of 
the bondholders and in that of the debt- 
ors themselves, arrangements for the re- 
sumption of service on these bonds can 
soon be made. 


THE OUTLOOK FOR TRADE AND CAPITAL 


Now for a few words about the fu- 
ture! 

Does the outlook for our trade and 
our investments in Latin American 
countries appear promising? Do politi- 
cal tendencies and the’many restrictions 
on the movement of funds make the out- 
look dark? Will the natural progress of 
international trade which should come 
with general recovery make for an im- 
provement in our share of Latin Ameri- 
can business? These questions cannot 
be answered categorically. We must 
remember, however, that the conditions 
we have outlined exist today following 
one of the greatest depressions in his- 
tory, which has thrown all international 
financial relations completely out of 
balance. 

The import and exchange restrictions 
began to develop only in 1931, after 
access to the world’s investment mar- 
kets had been closed and after the break 
in prices of the principal raw materials 
had completely disrupted export trade. 
Thus circumstances forced these coun- 
tries to seek economic self-reliance and 
awakened them to the dangers of too 
great dependence on foreign capital. 
The unavailability of new foreign loans 
made each country re-examine its situ- 
ation to see to what extent it might be 
able to finance development out of its 
own resources. Evidence of the past 
indicates that sooner or later these 
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countries will come to the conclusion 
_ that, just as all countries with broad 
economic development yet to be made 
have profited by the investment of out- 
side capital, so it will be with them; and 
they will undoubtedly continue to wel- 
come the foreign investor and to en- 
courage him in his undertakings. My 
guess is, however, that in future the 
best results will be achieved by the 
combination of foreign capital and re- 
sponsible local management. 

The current wave of economic na- 
tionalism evident in some countries is 
based on the concept that foreign capi- 
tal, and especially foreign management, 
has tended to develop their resources 
more or less exclusively for the profit 
of the foreigners, and that a relatively 
unimportant share of the benefits has 
accrued to the economy and to the pop- 
ulation of the countries concerned. But 
in most cases, foreign interests can dem- 
onstrate to the satisfaction of the people 
of the countries concerned that this is 
not true. Few would maintain that for- 
eign investors are not entitled to a rea- 
sonable return on their capital and com- 
pensation for the risk taken, or deny 
that in general their activities have ben- 
efited the countries in which they have 
been active. When a reasonable point 
of view is taken, the wholesale agitation 
against foreign development of the 
countries’ resources breaks down. And, 
further, this unfortunate feeling against 
development by foreign capital will also 
become less active as local capital is 
able, over a period of time, to share 
with foreign capital in local economic 
developments. And perhaps as local 
capital becomes more abundant, it may 
supplant an increasing amount of the 
foreign funds employed. 

The removal of restrictions to the 
flow of trade and to the movement of 
short-term capital to finance trade and 
industry is a matter of gradual read- 
justment to existing conditions. All of 
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us should work to help bring this about. 
If prices of the principal exports of the 
countries to the south do not improve, 
and they cannot increase the value of 
their exports, then in the absence of 
available temporary loans, they must 
restrict their imports of goods and serv- 
ices to bring about a balance. It is to 
be expected that as the world becomes 
again more tranquil, the purchasing 
power of the industrial countries will 
increase and both prices and volume of 
the agricultural exports of Latin Amer- 
ica will improve. Then the existing re- 
strictions will gradually disappear, and 
because of the increasing standard of 
living of their populations, these coun- 
tries will be greater consumers of Amer- 
ican and European products. 


ASSISTANCE TO LATIN AMERICA 

While the potential and growing im- 
portance of our Latin American markets 
should by no means be underestimated, 
it is well to be conservative in making 
estimates of immediate prospects. If 
the world situation remains disturbed, 
improvement in Latin America will be 
relatively slower except to the extent 
that we may be able to give active as- 
sistance. The agreements reached by 
our Government with the Brazilian Mis- 
sion which has been visiting us recently 
are a most encouraging example of what 
can be done to help our good neighbors. 
We have helped them in a difficult situ- 
ation, and at the same time have aided 
American exporters dealing with Brazil. 

The lot of the average citizen of these 
southern countries is not an easy one, 
and the need for social betterment is 
great. Much of the available resources 
of many of these good countries is likely 
to be needed for such purposes in the 
immediate future, and to the extent that 
those resources are so applied, funds 
available either for debt repayment or 
for increased imports of other than 
necessities or for the formation of 
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local capital will be correspondingly 
limited. i 

There is no question that recent years 
have brought a feeling of closer friend- 
ship between the peoples of the Amer- 
icas, and this feeling will be translated 
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into increased trade to the extent that 
local conditions improve and that our | 
people understand the present position 
and the needs and also the sensibilities 
of our neighbors in Latin America, and 
act upon that understanding. 


Otto T. Kreuser is second vice-president of the 
Chase National Bank, New York City. 


Protection of Business Enterprise in the Americas 


By WILLIAM S. CULBERTSON 


OREIGN ministers: and diplomats 

are, in the popular mind, engaged 
primarily with the broad problems of 
war and peace, the Monroe Doctrine, 
armaments, international conferences, 
the rise and fall of states, and the mak- 
ing, observing, and violating of treaties. 


INTERNATIONAL RESPONSIBILITY 


However, the great volume of busi- 
ness handled from day to day by offi- 
cials in charge of foreign affairs, par- 
ticularly in the Americas, relates to the 
rights of aliens; that is, to the protec- 
tion under local and international law 
of the persons and property of the citi- 
zens of one nation when they cross polit- 
ical frontiers and are living or engaging 
in business in another nation. The body 
of law which under these circumstances 
defines the rights and duties of states 
constitutes the institution of diplomatic 
protection and had its origin in the con- 
ceptions which created and which now 
underlie the international community of 
states. 

Vattel, whose principal work on inter- 
national law was published in 1758, held 
that an injury to an individual is an 
injury to his state. “Whoever,” he said, 
“ill-treats a citizen indirectly injures the 
state which must protect that citizen.” 
In other words, it is a matter of public 
concern to South American countries, 
for example, that their citizens receive 
in the United States treatment in keep- 
ing with the standards of justice and 
fair dealing which are considered as 
characterizing civilized communities. In 
like manner, the United States Govern- 
ment has a public interest in the treat- 
ment of Americans and their property 
in Latin America. Moreover, this prin- 
ciple of public policy rests not only on 
the obligation of a state to protect its 
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citizens wherever they may be, but also 
on the social necessity for rules under 
which the international community of 
states can carry on its business and con- 
serve its common life. Membership in 
the international community, or in the 
inter-American community if we are 
thinking in terms of this continent only, 
implies the acceptance of a responsibil- 
ity to respond to the requirements of 
international law even in those cases 
where those requirements are contrary 
to national law. 

‘A concise statement of the principle 
of diplomatic protection—merely de- 
claratory of what the law is—is found 
in the draft convention prepared by the 
Research in International Law of the 
Harvard Law School in anticipation of 
the First Conference on the Codification 
of International Law, The Hague, 1930. 
Article 2 reads: Í 


The responsibility of a state is deter- 
mined by international law or treaty, any- 
thing in its national law, in the decisions of 
its national courts, or in its agreements with 
aliens, to the contrary notwithstanding. 


That statement of the law is not ac- 
ceptable in certain Latin American cir- 
cles. Certain of its phrases are con- 
sidered as a qualification of the inde- 
pendence of the nation. However, the 
acceptance of this rule is no more in 
derogation of national sovereignty than 
is the signing of a bilateral treaty. Na- 
tions consent to many limitations upon 
their sovereignty by virtue of the mere 
fact that they are living with other na- 
tions on the same globe and desire to 
enjoy the mutual benefits which flow 
naturally from an ordefly, regulated life 
across frontiers. International law is of 
necessity a limitation on national sov- 
ereignty. 
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Reasons may exist, political or other- 
wise, why a state does not wish to ac- 
cept the responsibility to make repara- 
tion to another state for injury sustained 
by the latter as a consequence of an 
injury to its citizen, but reasons which 
may be given are not those recognized 
by international law. 


DIPLOMATIC PROTECTION 


In the nineteenth century the aggres- 
siveness of strong states on the one 
hand and the weakness of certain Latin 
American countries on the other gave 
some excuse to the latter’s opposition 
to the principles of diplomatic protec- 
tion as then applied. We need not 
pause here to attempt a distribution of 
the responsibility. The stronger states 
were at times overinsistent. In the 
weaker states, foreigners were at times 
mistreated. 

Experience during that period dem- 
onstrated the value of the rule that 
force should not be used by a state to 
collect public debts owing to its na- 
tionals by another state. However, 
some Latin American writers and public 
men have gone farther and sought to 
escape from diplomatic intervention 
through limitations which virtually nul- 
lify the duties of states recognized in 
the law of nations. They are under- 
taking to develop a law of diplomatic 
protection peculiar to Latin America, 
which the rest of the world does not 
accept. 

This subject, much discussed in Latin 
American legal writings, was not al- 
lowed to come to the surface at the 
Eighth International Conference of 
American States at Lima. Neverthe- 
less, it was there in a form which 
brought out the fundamental difference 
between the views of Latin America and 
the established policy of other countries, 
including the United States. 

Starting from the premise that sov- 
ereignty is absolute, Latin Americans 
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argue that aliens must be subject to 
local law and that foreigners may not 
demand rights different from or more 
extensive than the rights of nationals. 
Even the most ardent defenders of the 
institution of diplomatic protection do 
not deny the soundness of these prin- 
ciples. However, the plausibleness of 
these principles should not obscure the 
essential qualifications set forth in the 
statement of the law by the Harvard 
Research quoted above and contained 
also in the draft project of the Ameri- 
can Institute of International Law in 
these words: 


..- Foreigners may not demand rights dif- 
ferent from or more extensive than the 
tights of nationals. This equal protection 
shall assure to nationals and to foreigners 
the minimum of rights required by inter- 
national law. 


At the Lima Conference the Chilean 
representative on the Committee of Ex- 
perts, Mr. Cruchaga Ossa, exchanged’ 
views with Dr. Borchard of the United 
States on diplomatic protection, and the 
various memoranda were published in 
the Diario of the Conference of Decem- 
ber 15, 1938. This exchange of views 
brings out the conflicting tendencies in 
the law of diplomatic protection in the 
Americas. Mr. Cruchaga Ossa con- 
tends that conventions on the rights and 
duties of states adopted at previous 
Pan-American conferences created a law 
of diplomatic protection peculiar to the 
Americas. Placing his own interpreta- 
tion on terms and overlooking the res- 
ervation made by the United States, he 
seems to deny the qualification men- 
tioned above that the equal protection 
referred to assures the minimum of 
rights required by international law. 
He seems even to argue that since a 
national cannot claim a “denial of jus- 
tice,” the alien cannot do so—an un- 


1 Authorized by the Buenos Aires Confer- 
ence to report on Pecuniary Claims. 
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tenable thesis unsupported even by 
Latin American authorities. 

Let me pause here to say a word 
about the reservation to which I have 
just referred. It reflects the early emo- 
tional stage of the policy of President 
Roosevelt in Latin America; but in spite 
of this political difficulty, Mr. Hull 
seems to have saved generally recog- 
nized and accepted principles of diplo- 
matic protection embodied in the law of 
nations. The reservation which he made 
at Montevideo to the Convention on the 
Rights and Duties of States reads in part: 


... I think it unfortunate that during the 
brief period of this conference there is ap- 
parently not time within which to prepare 
interpretations and definitions of these fun- 
damental terms that are embraced in the 
report, Such definitions and interpreta- 
tions would enable every government to 
proceed in a uniform way without any dif- 
ference of opinion or of interpretations. 
... I desire to say that the United States 
Government in all of its international asso- 
ciations and relationships and conduct will 
follow scrupulously the doctrines and poli- 
cies which . . . are embodied . . . in the 
law of nations as generally recognized and 
accepted.? 


The “Additional Protocol Relative to 
Non-Intervention” signed at Buenos 
Aires in 1936 unfortunately does not 
provide the necessary “interpretations 
and definitions.” However, since ac- 
cording to its terms it merely “reaffirms” 
the principle dealt with, it may be re- 
garded, in any effort to be generous in 
construction, as leaving the meaning of 
“intervention” where it was left at 
Montevideo. 

It is interesting to note the contrast 
between the manner in which the ques- 
tion of “intervention” was handled at 
Montevideo and Buenos Aires and the 
manner in which it was handled by 
Charles Evans Hughes at Habana in 
1928. 


? Treaty Series of the U. S., No. 881, p. 15. 
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POSITION OF THE UNITED STATES 


The views exchanged between Mr. 
Cruchaga Ossa and Dr. Borchard which 
I have mentioned are in themselves il- 
luminating. Circumstances at Lima, 
however, emphasized the contrast and 
even conflict between these views more 
than arguments could have done. In 
the subcommittee of the Conference 
dealing with Pecuniary Claims, and in 
the informal discussions during the Con- 
ference, the Mexican Delegation showed 
enthusiasm for the views of Mr. Cru- 
chaga Ossa, which were regarded as 
supporting the Mexican policy toward 
property, although I am sure they were 
not so intended. The answer to the 
views held by Mr. Cruchaga Ossa and 
by at least some members of the Mexi- 
can Delegation is found in the Note of 
the American Secretary of State, Mr. 
Hull, to Mexico, dated August 22, 1938. 
Mr. Hull said in part: 


Reduced to its essential terms, the con- 
tention asserted by the Mexican Govern- 
ment as set forth in its reply and as evi- 
denced by its practices in recent years, is 
plainly this: that any government may, on 
the ground that its municipal legislation so 
permits, or on the plea that its financial 
situation makes prompt and adequate com- 
pensation onerous or impossible, seize prop- 
erties owned by foreigners within its juris- 
diction, utilize them for whatever purpose 
it sees fit, and refrain from providing ef- 
fective payment therefor, either at the time 
of seizure or at any assured time in the 
future. 

I do not hesitate to maintain that this is 
the first occasion in the history of the 
Western Hemisphere that such a theory has 
been seriously advanced. In the opinion of 
my Government, the doctrine so proposed 
runs counter to the basic precepts of inter- 
national law and of the law of every Ameri- 
can republic, as well as to every principle 
of right and justice upon which the in- 
stitutions of the American republics are 
founded. It seems to the Government of 
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the United States a contention alien to the 
history, the spirit and the ideals of democ- 
racy as practiced throughout the independ- 
ent life of all the nations of this continent. 

If such a policy were to be generally fol- 
lowed, what citizen of one republic making 
his living in any of the other twenty repub- 
lics of the Western Hemisphere could have 
any assurance from one day to the next 
that he and his family would not be evicted 
from their home and bereft of all means 
of livelihood? Under such conditions, what 
guarantees or security could be offered 
which would induce the nationals of one 
country to invest savings in another coun- 
try, or even to do ordinary business with 
the nationals of another country? 


... The statement in your Government’s 
note to the effect that foreigners who vol- 
untarily move to a country not their own 
assume, along with the advantages which 
they may seek to enjoy, the risks to which 
they may be exposed and are not entitled 
to better treatment than nationals of the 
country presupposes the maintenance of 
law and order consistent with principles of 
international law; that is to say, when ali- 
ens are admitted into a country the country 
is obligated to accord them that degree of 
protection of life and property consistent 
with the standards of justice recognized by 
the law of nations. 


These and similar passages in Mr. 
Hull’s recent notes and addresses are 
the natural response to the extreme posi- 
tion taken by Mexico, They are also 
the answer to the tendency which de- 
nies that there are minimum standards 
of justice which must control within 
the community of civilized states, and 
which, when not accorded, give to the 
state of the injured national a right of 
diplomatic intervention. They are also 
an answer to the Argentine proposal at 
Lima which held that corporations have 
no nationality,’ thus leading to the in- 
ference that they are not entitled to 
diplomatic protection at all. They are 


8 Handbook for the Use of Delegates, Lima 
Conference (Pan American Union), p. 49, 
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also the answer to the Mexican proposal 
at Lima that if a foreigner waives diplo- 
matic protection, that is, acquiesces in 
the inclusion in a contract or concession 
of the Calvo clause, his government is 
bound thereby. They are, finally, also 
an answer to those in Latin America 
who have construed the good neighbor 
policy as a surrender of American rights 
under international law. 


PRACTICE VERSUS THEORY 


I recognize that Latin American 
states in almost all cases desire not only 
to accord aliens treatment equal to that 
accorded to nationals, but also to main- 
tain a standard of justice for all as high 
as or higher than the minimum standard 
required by international law. How- 
ever, the law of nations does not accept 
the decision of the interested state on 
this point as final, but permits the state 
of the injured alien to raise the question 
whether the treatment complained of 
meets the minimum standard. 

The practice of diplomatic protection 
in the Americas presents a sharp con- 
trast to its theories. Not only does the 
American Government constantly in- 
terest itself in the personal and property 
rights of American citizens in Latin 
American countries, opinions of Latin 
Americans to the contrary notwith- 
standing, but Latin American countries 
have appealed to the principles of diplo- 
matic protection in defense of their own 
nationals who in their opinion have been 
mistreated in other countries, and they 
have even intervened forcibly to protect 
the interests of their nationals. By way 
of illustration, we readily recall Chile’s 
relations with Bolivia and Peru, and 
Argentina’s relations with Paraguay. 
If we were privileged at this time to 
examine the activities of the foreign of- 
fices of Latin American countries, I am 
confident we would find many cases of 
diplomatic intervention, or interposition 
if you prefer the word. 
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And practice will probably settle in 
this field, as it does in others, the ques- 
tion of theory. Latin American states, 
as they become more and more in- 
terested in the constructive value to 
them of participation in the interna- 
tional community, will find not only 
that they need the principles of diplo- 
matic protection for their own citizens, 
but also that their consent to the test 
of a minimum standard of justice will 
enhance and strengthen their prestige in 
the international community of states. 


Worip Law GOVERNS THE AMERICAS 


Delegates at the various Pan-Ameri- 
can conferences have been attracted to 
the idea of the codification of interna- 
tional law. Without the realization of 
many of the participants in this move- 
ment, particularly Americans, the im- 
pression has grown that there is an 
inter-American law as distinguished 
from international or world law. 

T recognize that jurists and statesmen 
in the Americas have contributed to the 
clarification and development of inter- 
national public law, and so long as the 
movement is directed to that end, it is 
commendable. But it should be em- 
phasized that in principles of general 
application, accepted inter-American 
public law does not differ at all from 
world public law. There exist divergent 
views in some Latin American countries 
on both the procedural and the sub- 
stantive aspects of diplomatic protection 
which are peculiar to them. Nations 
which hold these views do so as a mat- 
ter of their public policy; but they can- 
not urge them as accepted rules which 
govern relations within the modern com- 
munity of states. 

The delegates at the Lima Confer- 
ence, in resolution XXV, declared in 
favor of “the study of an adequate stat- 
ute on which international justice in 
America may rest.” Such a study, if it 
includes economic, social, and cultural, 
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as well as legal factors, will carry us in 
the Americas toward the effective prac- 
tical application of the ideals which we 
frequently declare. The Lima Confer- 
ence solemnly proclaimed the conti- 
nental solidarity of the American states. 
Among the principles upon which that 
solidarity is based is the “absolute ad- 
herence to the principles of international 
law.” 


BENEFITS OF DIPLOMATIC PROTECTION 


Study will, I believe, demonstrate 
that the elementary principles of diplo- 
matic protection are essential in promot- 
ing and conserving the sort of inter- 
national community which Pan-America 
holds itself to be. Solidarity cannot rest 
alone on sentiment and generalities. 
Where there are differences within the 
Americas, they should be faced with all 
frankness and sincerity. Fear of the 
institution of diplomatic protection may 
have been justified during the nine- 
teenth century; but the independence of 
Latin American states is no longer 
threatened. It is guaranteed by the 
Monroe Doctrine and inter-American 
agreements. Moreover, Latin Ameri- 
can states are now interested in the 
benefits which flow from the institution 
of diplomatic protection, namely, the 
orderly flow of trade and capital among 
states which, while independent, are in 
different stages of economic develop- 
ment and may benefit mutually by co- 
operation of their citizens under law. 
Not creditor states alone are interested 
in the international maintenance of a 
standard of justice. Debtor states also 
have an interest, for the trade and the 
capital which they need will be reluctant 
to go to states which decline to conform 
their treatment of aliens to the universal 
standard of civilized states. One of the 
roads back to world prosperity and 
peace is an extension of the co-operation 
between industrialized countries with 
capital and technique and the countries 
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whose resources are undeveloped and only under the security which comes 
whose standard of living is relatively from law generally accepted and justly 
low. But this co-operation can evolve administered. 
William S. Culbertson, Ph.D., LL.D., is an attorney- 
at-law in Washington, D. C., and professor and head 
of the Department of Economics and member of the 
executive faculty of the School of Foreign Service of 
Georgetown University. He served on the United 
States Tariff Commission for eight years, and has rep- 
resented this country in Rumania and Chile. His 
latest published works are “Raw Materials and Food- 
stuffs in the Commercial Policies of Nations” (the 
March 1924 issue of THe ANNALS); “International 
Economic Policies” (1925); and “Reciprocity, A Na- 
tional Policy for Foreign Trade” (1937). 
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STREIT, CLARENCE K. Union Now. ; 
xvi, 315. New York: Harper & Broth- 
ers, 1939. $3.00. 

Newranc, Oscar. World Federation. 
English text, pp. xi, 117; French text, 
pp. xii, 121. New York: Barnes and 
Noble, 1939. 

I think that it can be fairly said that 
neither of the above books was written to 
assuage the vanity or to augment the in- 
come of the writer; both were obviously 
written to advance ideas which have seized 
the authors wholly and completely. Streit’s 
book has been widely sold in the United 
States and Great Britain, it has been pub- 
lished in Paris and Stockholm, and it is on 
the way to becoming a world’s best seller. 
Leagues and associations of interested per- 
sons have been formed to give currency to 
the central theme of democratic union, and 
thousands of persons who will never see the 
book itself know that it exists as an active, 
vital force in the molding of opinion in fa- 
vor of world security. 

This reviewer places himself neither with 
the scoffers who reject Streit’s proposal as 
visionary and extravagant nor with the 
zealots who see in the plan the achievement 
of a lasting basis for world peace. What 
Streit wants to do is to unite the “democ- 
racies” as the states of the American Union 
are united. He argues with compelling 
force that democracy is the only proper 
form of governmental organization, and 
with equal vigor he lays bare the weak- 
nesses of leagues and associations of na- 
tions as agencies for the maintenance of 
those ends set forth in the Preamble to 
the Constitution of the United States. His 
selection of states to participate in the 
Union, however, embraces certain incon- 
sistencies which appear to me to be inde- 
fensible. Included are the following: the 
United States; France, Belgium, Switzer- 
land, the Netherlands; Great Britain, India, 
Canada, Australia, Union of South Africa, 
Ireland, New Zealand; and the Scandina- 
vian states—Sweden, Norway, Denmark, 
and Finland. Streit has carefully consid- 


ered this problem. He omitted Russia be- 
cause its government, though superior to 
those of the dictator states, lacks the in- 
dispensable characteristic of true demo- 
cratic control. Other states in the North- 
ern Hemisphere which might have been 
included were left out for tactical reasons, 
and all the South and Central American 
states were excluded because they are phys- 
ically nearer to Southern Europe or are 
ideologically closer to the dictator states. 

Whereas Streit’s proposal is based 
squarely on American experience with 
Union, Newfang’s suggestions are grounded 
on the experiencés of four European powers 
—Great Britain, France, Italy, and Ger- 
many—in maintaining peace within their 
borders. Both Streit and Newfang are 
agreed that the conditions of permanent 
world peace are political unity and eco- 
nomic freedom; but Newfang hopes to see 
the League of Nations strengthened so that 
it will become a “federation,” and he would 
therefore not scrap the machinery and the 
idea of the League as Streit would do. 
Fundamentally, Streit and Newfang desire 
the same end; but Newfang apparently 
thinks that it is still possible to win the 
United States over to a radically altered 
and improved League of Nations. 

The novelty of Streit’s proposal for a 
Union of the Free gives it a distinctive ad- 
vantage over Newfang’s more conservative 
plan. Streit is consequently more popular 
among amateur advocates of world secu- 
rity, while Newfang is regarded with more 
confidence by the experts in international 
law. My own reaction to these two works 
is that neither meets our present needs, 
however much both are exceedingly impor- 
tant to the development of a world opinion 
favorable to peace, security, and order in 
international affairs. Since Streit’s book 
was published, vast changes have occurred 
in the map of Europe, the armament race 
proceeds with unabated energy, and the 
threat of a world war looms so large that 
it is entirely possible—though not probable 
—that there will be war before these lines 
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see print. To me it seems imperative that 
all the neutral nations outside of the war 
zone be immediately united into a federa- 
tion for the armed defense of neutral rights. 
I would omit Great Britain and France at 
the start—because these two great powers 
have demonstrated neither the willingness 
nor the capacity to prevent war without 
sacrificing the interests and the integrity 
of lesser powers. Like Streit, I would base 
my own plan on the principle of territorial 
unity, but, unlike him, I would stick to my 
guns instead of making exceptions which 
rob the plan of its consistency. I would 
therefore leave out the Netherlands and 
Switzerland, but I would include Iceland 
and Russia as well as Finland. I would 
invite the powers of the southern zone— 
Australia, New Zealand, South Africa, Bra- 
zil, Argentina, and Chile—to form a sec- 
` ondary federation for the policing of the 
Southern Hemisphere; and I would or- 
ganize the remaining Latin American states 
into a third link for providing the neutral 
powers with necessary materials and for 
absorbing the agricultural and industrial 
surpluses of the highly industrialized north- 
ern neutral nations. Such a procedure 
would avoid all the internal bitterness in 
this country and in certain Latin American 
states that would be occasioned by the tak- 
ing of sides in the impending international 
conflict. The neutral union would never 
declare war, but it would resolutely defend 
its frontiers with force of arms; and it 
would exact from the conflict powers as 
a price of their entry into the federation 
the submission of all claims to the au- 
thority of the neutral nations. 

Limitations of space do not permit any 
further discussion of this substitute plan, 
which is offered here because the reviewer 
feels that constructive criticism is essential. 
Perhaps Streits Union will ultimately 
prove to be the proper form of world po- 
litical and economic organization. Perhaps 
Newfang’s demand for a revitalized League 
of Nations points the way to the consum- 
mation of the plan for world union. But 
neither of these proposals will succeed un- 
til the present disorder in world affairs has 
been isolated and treated as an epidemic. 

Roy V. PEEL 

New York University 
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ROOSEVELT, NICHOLAS. A New Birth of 
Freedom. Pp. viii, 274. New York: 
Charles Scribner’s Sons, 1938. $2.50. 


Mr. Nicholas Roosevelt’s prescription 
for a new birth of freedom brings home 
again how wide is the gap between the ad- 
vocates of laissez faire of the mid-nine- 
teenth century and those of 1939. Unless 
I sadly misread him, Mr. Roosevelt’s phi- 
losophy of society is not unsimilar to Her- 
bert Spencer’s. Its center could well be 
Spencer’s moral law that everybody is free 
to do what he wishes provided he infringes 
not the equal freedom of every other body. 
As a conclusion from this premise, Spencer 
wanted to exclude government from a vari- 
ety of activities that liberals of today take 
for granted as the intrinsic functions of 
government: activities such as education, 
protecting public health, conserving natural 
resources, and others. Mr. Roosevelt does 
not share this conclusion. He takes note 
of, and deplores, a growing paternalism of 
government, a spread of bureaucracy and 
authoritarianism, a surrender of public 
policy to politicians who must be popular 
instead of right (it seems not to occur to 
him that they might be both right and pop- 
ular), and a tendency therefore to totali- 
tarianism which may turn government from 
the servant it used to be in American con- 
ception to the master it has been trying 
in recent years to become. But he does 
want corporations controlled and predatory 
wealth checked. 

To overcome or at least to offset the 
trends he does not like, Mr. Roosevelt pro- 
poses his new birth of freedom. Its 
foundation is to be the faith that “people 
can manage their own affairs.” Since po- 
litical power rests on wealth and the poor 
are always the oppressed, since “wages 
and rent mean inevitably dependence,” 
the rebirth of freedom calls for the res- 
toration of real property, of ownership 
of lands and homes, to the multitudes of 
the people. To property must be added an 
unrestrained production which will make 
more goods, and cheaper goods. “Cheaper 
goods mean a demand for more goods. 
More goods mean more work and more 
profits. This is the path to prosperity. 
Restriction is the road to ruin.” This un- 
restricted production is to be animated re- 
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. gionally, with “the fullest possible play of 
self-determination,” with taxes reduced so 
as to liberate capital, and with bureaucratic 
interference and planning ruled out. The 
associative forms most suited to a rebirth 
of freedom in 1939 are, Mr. Roosevelt 
opines, consumer co-operation, regional 
federalism, self-government, and leisure 
filled with activities calling for “good work 
and honest thinking.” These, as the 
method and goal of the millions “who cher- 
ish what is best in the American way,” will 
be the new birth of freedom. Those mil- 
lions have the duty to lead; to support 
“sound political and economic reforms; to 
attack the false gods of wealth, idleness, 
irresponsibility and dependence”; and so to 
save America. Mr. Roosevelt does not say 
that they will take on this duty. He postu- 
lates his scheme of salvation on an IF. 
H. M. KALLEN 
New School for Social Research 


OHIO STATE UNIVERSITY GROUP OF SOCIAL 
Scientists. Democracy in Transition. 
Pp. xv, 361. New York: D. Appleton- 
Century Co., 1937. $2.50. 

If one wants to become acquainted with 
the feelings, the problems, and the ideas of 
true present-day American conservatism— 
and everyone ought to want to—he should 
read this book dedicated to the memory of 
Walter James Shepard, whom the authors 
characterize as a genuine liberal full of so- 
cial idealism and deep compassion for hu- 
manity. Indeed, the same characterization 
applies to their book. It is a model of the 
all too often neglected distinction between 
the conservative and the reactionary which 
simply depends on what one wishes to con- 
serve. The authors have kept themselves 
free from the contagion of the vociferous 
modern “isms.” Instead, they are pledged 
to the great inherited values of American 
democracy, to “this American dream of 
freedom and equality and opportunity, 
which gave significance to the American 
experiment.” But they are deeply aware 
of the immense changes of the entire social 
climate through the end of the frontier, 
through the development of large-scale cor- 
porate industry, through “the shift of the 
American people from a nation of rela- 
tively independent income seekers to a na- 
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tion of relatively dependent wage earners” 
and all that resulted from these changes 
with regard to the inequality of income and 
wealth and of opportunities and even of 
political weight for capital and labor, for 
the farmer and the city-dweller, and the 
like. Furthermore, the authors have a 
sharpened understanding of the huge im- 
pact of the Great Depression. And they 
feel that the emergence of the two new 
social and political systems, bolshevism and 
fascism, means a direct, fierce challenge 
also for American democracy. 

Thus, the authors investigate the read- 
justments in economic, political, and social 
institutions necessary to assure the realiza- 
tion of the basic ideals of American democ- 
racy. Dealing with the whole fabric of 
American life, they advance their proposals 
for reform, covering such a wide range as 
reaches from monopoly prices to divorce 
laws, adjustment problems of immigrants, 
and what not. Sometimes, as for instance 
in their discussion of the use of leisure, 
they stress too much the activity of the 
state instead of the self-activity of social 
groups and of individuals. But in general 
they avoid this danger. They keep them- 
selves free from deification of the state. 
They know, and they make clear again and 
again, that in a democracy, in contrast to 
the totalitarian states, the citizens do not 
live to aggrandize the power and the glory 
of the state, but that the democratic state 
as such is an instrument of the citizens, 
whose leading object, in the words of Abra- 
ham Lincoln, is “to elevate the conditions 
of men,” and that the end of all govern- 
ment must be the welfare of the people. 

True, this notion of the general welfare 
has no definitely fixed meaning for all 
times. It must be redefined by every new 
generation, for every changed situation, and 
so much more so, the quicker and the 
deeper are the actual changes of society. 
Exactly such a redefinition of the general 
welfare according to the changing needs of 
the people is, time and again, the great task 
of democratic reform. It is the real es- 
sence of the political and spiritual struggle 
in a democracy. The social scientists of 
Ohio State University, whether or not we 
agree with every detail of their proposals, 
deserve our thanks for their efforts towards 
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such a redefinition in this rapidly changing 
world of ours. 
ARTHUR FEILER 
New School for Social Research 


Fospick, Doroty. What Is Liberty? 
Pp. x, 194. New York: Harper and 
Brothers, 1939. $2.00. 


In the now abundant literature on lib- 
eralism, this slim volume takes a special 
place: it assumes the very necessary, 
though rather thankless, task of presenting 
for analysis “all the diverse and often con- 
tradictory meanings currently associated 
with the word liberty.” It is a most laud- 
able guide through the labyrinth of inter- 
pretations, backed up by rich quotations 
and studying the many deviations in mod- 
ern writing. It shows a splendid command 
of recent publications and classical utter- 
ances, though by its very nature such a 
catalogue of definitions can be easily tire- 
some and sometimes repetitious. The stu- 
dent of this vital topic may miss some 
representative thinkers such as Ruggiero, 
Ortega y Gasset, and others. One may also 
argue with the author on her inclusion of 
writers such as Gentile and Alfred Rosen- 
berg as representatives of a specific concept 
of liberty. 

“Liberty in Chinese means self-permis- 
siveness—permission to be oneself,” the 
author pointedly cites. Her further quota- 
tions of leading theorists, as MacIver and 
Hocking, show that individuality of man 
is regarded as essential for any real claim 
for liberty in modern American thought, 
too. When this ultimate responsibility is 
taken away from the individual, the mean- 
ing of liberty is gone. Liberating as it may 
have been for a disturbed postwar world 
to be relieved of the burden of a continu- 
ous choice of alternatives, Miss Fosdick 
herself makes the sound distinction “be- 
tween feeling free and being free.” To 
designate as freedom that fragment of lib- 
erty in dictatorships which is “wanting to 
do only what one is not prevented from 
doing” means stretching the concept of 
liberty to almost nothing. This annihila- 
tion of the individual liberties passes 
through stages. The totalitarian state 
seems to be only the last step in this proc- 
ess. Even such a system still has to fight 


THE ANNALS OF THE AMERICAN ACADEMY 


a pre-dictatorial memory of liberal minds, 
and maybe it will forever have to combat 
“the lasting elements of the incompressible 
individual” (Hocking). 

The author undoubtedly sees all these 
implications, knowing in the words of 
Charles Beard, that “the issue is and al- 
ways has been one of degree, not of ab- 
solutes.” Her attempt in the last chapter, 
therefore, to present fundamental liberties 
is a sound realization that “only by rating 
liberties according to their relative impor- 
tance can this problem be adequately dealt 
with,” because “some liberties are more es- 
sential than others as conditions for re- 
leasing the actual individuality of man.” 
On this basis an evaluation of the different 
political systems seems to be unavoidable, 
a distinction which Miss Fosdick is not 
ready to make. This hesitancy on her part 
is due to a commendable fight against any 
oversimplifying preference to identify lib- 
erty, with one institutional system alone; 
but objectivity can be so well aimed that 
it hits beside the mark. 

The book presents an amazing number 
of important problems, opens up new vis- 
tas, and even attempts a thoughtful re- 
statement of the very nature of liberty 
today. The author’s sound criticism of 
liberty in democracy, fascism, and national 
socialism, her right evaluation of Karl 
Marx’s concept, the well-pointed analysis 
of the relations of liberty and law, the 
clear differentiation between cultural and 
economic liberties indicating their profound 
tensions in our modern world, to mention 
only a few of her valuable suggestions, 
show the many-sidedness of this study 
which reflects the open mind of a young 
scholar. 

SIGMUND NEUMANN 

Wesleyan University 


Arneson, Ben A. The Democratic Mon- 
archies of Scandinavia. Pp. xii, 244. 
New York: D. Van Nostrand Co., Inc., 
1939. $1.60. 

In current discussion so much attention 
is given to the large states in the demo- 
cratic group—France, the United States, 
and Great Britain with Eire and the Do- 
minions of Australia, Canada, New Zea- 
land, and the Union of South Africa—that 
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the small states with democratic traditions 
and comparatively impressive democratic 
records are in danger of being neglected. 
Yet what a weight of credit to the balance 
sheet of democracy is given by Belgium, 
Denmark, Finland, Iceland, the Nether- 
lands, Norway, Sweden, Switzerland, and 
even Czechoslovakia in her brief period of 
freedom! 

Professor Arneson, in severely restricted 
space, has supplied a very enlightening and 
well-balanced conspectus of the Scandina- 
vian countries—Denmark, Norway, and 
Sweden. Finland is ruled out on the ob- 
viously logical ground that her language, 
culture, and traditions are not Scandina- 
vian, and the highly democratic state of 
Iceland is dismissed with an incidental 
seven-line mention. Many readers will re- 
gret these omissions, in part because these 
two states are commonly associated with 
the Scandinavian states, and in part be- 
cause republican Finland and monarchial 
Iceland are a part of the democratic tradi- 
tion of the region; but there is no ground 
here for any criticism upon the author. 

The volume nicely covers the human ge- 
ography of the countries, the historical 
background of the present boundaries and 
organization, the systems of national and 
local government, the party system and its 
operation, social legislation, and the gen- 
eral progress of democracy. The treatment 
is to a considerable extent comparative. 

Considering the dimensions of the vol- 
ume, Professor Arneson has covered the 
subject with amazing completeness. Such 
a happy apportionment of descriptive de- 
tail, generalization, and judicious deduction 
is very rare. In spite of its brevity, the 
volume is much more than a mere manual 
or handbook. It is admirably suited to 
the needs of the student of comparative 
government who, while concentrating on 
the states of greater international impor- 
tance, nevertheless desires in compact form 
the essential facts concerning the smaller 
states. And in this critical period of ac- 
celerated transition in the world, such a 
volume would prove of interest and value 
to the reading public, in as much as it de- 
scribes democracy where it is operating per- 
haps at its best. 

The author has made extensive use of 
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documentary and other material available 
only in the languages of the countries stud- 
ied. He has also had the active assistance 
and criticism of the legation staffs of the 
three countries in Washington. 
ARNoLp J, Lien 
Washington University 


Jones, S. Sweparv. The Scandinavian 
States and the League of Nations. Pp. 
xv, 298. Princeton: Princeton Univer- 
sity Press, 1939. $3.00. 

During the past decade increasing atten- 
tion has been accorded the Scandinavian 
countries, to no small extent because in 
that corner of Europe democracy has con- 
tinued rather successfully to function with- 
out compromise with totalitarianism. Stu- 
dents of international relations, however, 
have long recognized Denmark, Norway, 
and Sweden as among the leaders in an 
active drive for peace. For a century and 
a quarter these states have not taken up 
arms against one another; before the World 
War they were active in negotiating ad- 
vanced arbitration conventions; and from 
1914 to 1918 “the Northern European neu- 
trals provided a clearing house for pacific 
speculation.” During the postwar period 
no secondary powers have taken a more 
prominent part in the work of the League 
of Nations. The services of such men as 
Branting, Hambro, Hammarskjöld, Lange, 
Munch, Nansen, and Undén loom large on 
the international horizon and give ample 
evidence of the attempts of Scandinavia 
“in the interest of humanity to fill the role 
of spokesman for justice.” That this is 
true, and that the contribution of the three 
Scandinavian kingdoms has not gone en- 
tirely unnoticed is evidenced by the bibli- 
ography as well as the copious footnotes in 
the present volume. Prior to its appear- 
ance, however, no exhaustive appraisal of 
the activities of these states at Geneva had 
been undertaken—not even in their own 
languages. 

This excellent study by the Director of 
the World Peace Foundation is an out- 
growth of meticulous research at Geneva 
and in the Scandinavian capitals pursued 
under the guidance of Sir Alfred Zimmern 
while the author was a Rhodes Scholar 
from 1933 to 1936. It is an effective ac- 
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count “of the outlook and activities of 
three small States in the League of Na- 
tions which hold themselves ‘above the 
mêlée of European power-politics.’” The 
significance of Dr. Jones’s volume is indi- 
cated by a handsome contribution received 
from the Nobel Institute towards its publi- 
cation. 

In the Introduction is surveyed the de- 
velopment of mutual relations among 
Denmark, Norway, and Sweden and the 
emergence of a common outlook toward 
international organization. The five chap- 
ters of Part I cover, respectively, unity and 
divergency in Scandinavia, the prewar at- 
titude of the three states towards inter- 
national relations, various wartime pro- 
posals for international organization, the 
Scandinavian states and the drafting of 
the Covenant, and their accession to that 
instrument, These countries joined the 
League determined to alter its organic law, 
and in Part II the author traces their devo- 
tion to certain fundamental principles di- 
rected towards that end, particularly with 
respect to the importance of universality 
to the League, and the desirability of check- 
ing the dominance of the Great Powers and 
of insuring the international character of 
the Secretariat. The Scandinavian repre- 
sentatives also consistently strove to en- 
hance the position of the Assembly, feeling 
that it should exercise general supervision 
over the work of the League and especially 
over the other League organs. Part III 
deals with the Scandinavian contributions 
to the organization of peace and justice: 
Chapter 11 considers the Permanent Court 
of International Justice, the development 
and codification of international law, con- 
ciliation and arbitration; Chapter 12, dis- 
armament and security; Chapter 13, politi- 
cal questions, mandates, minorities, and the 
Saar; and Chapter 14, international co- 
operation. 

The chief contribution of the Scandina- 
vian kingdoms at Geneva “has been to 
serve aS an ever alert conscience to the 
Great Powers.” Keenly aware of their 
position as small states, their political am- 
bition “begins and ends with the aim for 
peace, a peace founded on justice... . In 
the view of these states the primary duty 
of the League was to endeavor, by recon- 
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ciling the conflicting interests of the differ- 
ent countries in every field, to create a 
political atmosphere out of which the idea 
of international jurisdiction could evolve.” 
Alas, the Scandinavian example has little 
relevance to the economic or political prob- 
lems of industrialized great powers, with a 
diversity of races and religions, and a her- 
itage of international commitments, dan- 
gers, and hates. Yet Dr. Jones demon- 
strates that despite the discredit done the 
Geneva machinery by the events of the last 
few years, the Scandinavian impulse might 
have prevented the collapse of the col- 
lective security ideal had it received more 
support. Informed readers will find it in- 
teresting to view the decline of the League 
of Nations in the light of Scandinavia’s 
aims, and all those earnestly concerned 
with the problem of peace will welcome 
this contribution to a fuller understanding 
of how and why the great peace movement 
of the third decade of the twentieth cen- 
tury came to grief in the fourth. 
Eric Cyrit BELLQUIST 
University of California 


BorKenau, F. World Communism. Pp. 
442, New York: W. W. Norton & Co., 
Inc., 1939. $3.75. 

The author of this book was a member 
of the German Communist party from 1921 
till 1929. During the later part of that pe- 
riod he worked “in a scientific capacity” for 
the machinery of the Comintern, while dur- 
ing the last few months of his membership 
he was in the immediate service of its 
Western-European service. Today, how- 
ever, he has rejected Communism as a sim- 
ple failure, and now believes “in the meth- 
ods and principles of liberal democracy.” 

Dr. Borkenau presupposes that he will 
be attacked as biased and subjective by 
Communists. He admits that complete im- 
partiality is impossible in his own case, but 
he maintains that objective science exists, 
and that the Communists are wrong in pre- 
suming that there is only class-science. “I 
cannot help feeling that the so-called 
Marxian attempts to explain away the duty 
of honesty in historical research are an at- 
tack upon scientific research as such and a 
menace to the moral values upon which sci- 
entific research is based.” 
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The author traces the whole history of 
world Communism: the Russian revolu- 
tionary movement, Bolshevism, labor in the 
World War, the Hungarian dictatorship, 
the German revolution, the founding and 
subsequent history of the Communist Inter- 
national, the General Strike in Great Brit- 
ain, the Chinese revolution, Hitler and 
Communism, the struggle in Spain, and 
Hitler—the turning point.” The role of 
the Communists in every major political 
event since the war is described in detail. 
In tracing these developments, Dr. Borke- 
nau contends that throughout the history of 
the Communists has run the myth—‘“de- 
rived from Karl Marx”—of a possible pro- 
letarian democracy. The Comintern, how- 
ever, according to the author, never stood 
for the ideal of proletarian democracy, but 
rather for a strongly centralized and highly 
bureaucratic power. He maintains that its 
policies have never been consistent, but 
have rather followed a tortuous line to a 
final phase “as a pure instrument of Stalin- 
ist foreign policy.” 

Dr. Borkenau distinguishes three major 
periods in the development of the Comin- 
tern: during the first period it was mainly 
an instrument to bring about revolution; 
during the second it was mainly an instru- 
ment in the Russian factional struggles; 
in the third period it is mainly an instru- 
ment of Russian foreign policy. “For the 
true Communist this whole evolution can 
only be the result of an immense betrayal.” 
He rejects Trotskyism along with Stalin- 
ism: “Leon Trotsky dislikes the present 
Russian regime, with its ruthless persecu- 
tions and the policies of the Communist 


International. . . . But he himself has laid 
the foundations of what has arisen in Rus- 
sia today.” 


To the present reviewer, the book ap- 
pears as an elaborate apologia for the au- 
thor’s conversion to liberal democracy, for 
a tone of self-defense runs clearly through 
the pages of the volume. Nevertheless, it 
is well organized, meticulously detailed, and 
in spots brilliant in analysis. The author 
expects “nothing but complete rejection of 
my views from Communists’ quarters,” and 
he is certain to obtain it. There will be 
objections to facts and conclusions on 
nearly every page, as, for example, the 
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statement that the defeat of the Chinese 
revolution destroys the last serious chance 
of the Comintern in all the world. 

Despite Dr. Borkenau’s talent and de- 
spite the fact that he was an active partici- 
pant in some of the events he describes, the 
“history” of the Communist International 
remains to be written. The task may well 
be one for the historian of the twenty-first 
century. 

Louis Leo SNYDER 

College of the City of New York 


Kirkpatrick, F. A. Latin America. Pp. 
xi, 456. New York: The Macmillan Co., 
1939. $3.75. 

Mr. Kirkpatrick is an English scholar 
whose special studies in the Latin Ameri- 
can field are well known on both sides of 
the Atlantic. In this volume he has given 
us the excellent general survey of Latin 
American history that might have been ex- 
pected of him. It deals almost entirely 
with the national period. The three colo- 
nial centuries are disposed of in less than 
fifty pages; the remaining four hundred 
pages deal with the period of about a hun- 
dred and thirty years from the beginning 
of the independence movement to 1936. 

This disproportion is not only defensi- 
ble: under Mr. Kirkpatrick’s skillful treat- 
ment, it becomes a positive merit. For the 
colonial period there are already several 
excellent surveys in English, and at the 
present time it is doubtful whether they 
could be materially improved upon in a 
book of this kind. While there are also a 
few very good surveys of the national pe- 
riod, they leave a larger opportunity for 
fresh interpretation. This is partly be- 
cause some of them do not cover the whole 
Latin American region; partly because in 
all fields of history the perspective changes 
more rapidly in the recent period; and 
partly because, in the Latin American field, 
most surveys of the period since inde- 
pendence stress political history so strongly 
and follow the national scheme so closely 
that the result is not so much a history of 
Latin America as a collection of histories 
of the twenty independent states of Latin 
America. 

Mr. Kirkpatrick himself has followed 
this conventional method rather closely; 
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but it is one of the chief merits of his book 
that he has also stressed those important 
elements of unity that make “Latin Amer- 
ica” more than a convenient politico-geo- 
graphical term. He has done this in a 
variety of ways—for instance, by devoting 
several chapters to the discussion of Latin 
America as a whole; by inserting in his 
sketches of the several states cross refer- 
ences to the experience of other Latin 
American states; and by treating politics 
as a social phenomenon and Latin American 
society as fundamentally Hispanic despite 
the presence of important Indian, Negro, 
and other alien elements. 

Some critics will object that Mr. Kirk- 
patrick has exaggerated the cultural unity 
of Latin America; but that is a difficult 
question to decide, and whatever one may 
think about it, the fact remains that this 
is an exceptionally thoughtful and well- 
written book. In my opinion, it is one of 
-the most interesting interpretations of 
Latin American history published in the 
past generation. Specialists will find much 
of interest and value in its synthesis of 
monographic studies, many of which were 
written by scholars in the United States. 
For the general reader, the book provides 
an enlightening introduction to Latin Amer- 
ican history and a stimulus to learn more 
about it, 

ARTHUR P. WHITAKER 

University of Pennsylvania 


Henao, Jesús Maria, and GERARDO ARRU- 
BLA. (Translated and edited by J. Fred 
Rippy.) History of Colombia. Pp. xii, 
578. Chapel Hill: University of North 
Carolina Press, 1938. $5.00. 

Several of the Latin American countries 
have a special claim upon the interest of 
our people. Mezico'is our nearest neigh- 
bor, Brazil our best friend, Argentina our 
severest critic. Colombia means less to 
most of us than do any of the countries 
just named, and yet it too has important 
claims upon our interest. It was the first 
of the Latin American countries whose 
independence was recognized by the United 
States; it was the sponsor of the first inter- 
national congress in America; it was the 
victim of the “rape of Panama” in the time 
of Theodore Roosevelt; it is the nearest of 
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all the principal Latin American countries 
to the Panama Canal Zone; the United 
States has heavy investments in it; and its 
government has recently become one of the 
most ardent supporters of inter-American 
solidarity. 

For these and other reasons, students 
will welcome this English version of a 
standard history of Colombia written by 
two well-known Colombian historians. The 
translator-editor is himself a well-known 
Hispanic American scholar, and his writ- 
ings include The Capitalists and Colombia 
(New York, 1931). The book under re- 
view forms a part of the Inter-American 
Historical Series, and, like its companion 
volumes, it is particularly useful because 
it enables readers unfamiliar with Spanish 
to acquaint themselves with Spanish Amer- 
ican points of view. It bears (understand- 
ably) a strong trace of “Yankeephobia”; 
probably because the narrative stops with 
1934, it does not enable the reader to 
understand clearly why, as noted above, 
the government of Colombia has recently 
become a strong supporter of inter-Amer- 
ican solidarity. 

ArrHur P. WHITAKER 

University of Pennsylvania 


Sears, Lours M. A History of American 
Foreign Relations. 3rd Ed. Pp. xiv, 
728. New York: Thomas Y. Crowell 
Co., 1938. $3.50. 

In order to understand the foreign rela- 
tions of any country, it is necessary to 
delve deep into its diplomatic history; and 
when one has so delved, it is difficult to 
present the subject adequately and clearly 
in a single volume of ordinary size. Con- 
densation leads to the omission or the bare 
mention of important items, or, worse still, 
to obscure statements regarding some of 
the subjects treated. 

The present volume covers the period 
from the seventeenth century to 1938, and 
it contains some of the defects just men- 
tioned. For example, condensation has 
made one paragraph on page 171 very ob- 
scure—almost meaningless to a reader who 
is not already familiar with the subject. It 
reads: 

“The boundary determined in this treaty 
of 1819-21 was scarcely satisfactory. From 
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the first news of the Purchase, the country 
, set its heart on Spanish territory to the 
east, our claim to which was shadowy at 
best, and in its realization entailed a series 
of misfortunes. Meanwhile the western 
limits of the Louisiana Purchase, of greater 
actual importance, remained undefined un- 
til the treaty which rounded out the whole 
of Florida, when territory adjoining Texas 
was abandoned which was reasonably ours.” 

In the treatment of certain topics, the 
reader will be misled rather than informed. 
At the bottom of page 180 we are told 
that “to Adams himself far more than to 
Canning belongs the credit for the Monroe 
Doctrine.” It is true that Canning made 
his famous boast, but it is also true that 
the United States did not follow his lead. 
Adams’ own writings seem to make it clear 
that he regarded Canning’s proposal as a 
menace, and that he feared England more 
than he did the so-called “Holy Alliance.” 

On page 240 the author says concerning 
Slidell’s mission to Mexico: 

“In March of 1846, opinion was general 
that Slidell would be received. 

“From this point on, however, the mis- 
sion existed to preserve appearances. The 
Mexicans, it seemed, were hopeless. The 
continued value of the mission depended 
upon its reflex in America. The American 
people were to be taught to recognize them- 
selves as martyrs to the criminal delay, the 
wanton folly, of an impotent government.” 

The calendar, however, seems to play 
havoc with this alleged period of educa- 
tion. Slidell was notified on March 12, 
1846, that he would not be received; he 
demanded his passports, received them on 
March 21, and left for the United States. 
On receipt of the news of Slidell’s rejec- 
tion, Polk at once spoke of “taking strong 
measures” against Mexico. 

In the paragraph (p. 332) on Seward’s 
dealing with French intervention in Mex- 
ico, the author gives the Secretary due 
praise in these words: 

“In December, 1865, Seward instructed 
Bigelow to demand an unconditional with- 
drawal. This was a bold stand, but Seward 
trusted to the weakness of Napoleon’s do- 
mestic situation due to the rising opposi- 
tion of the liberals.” 

This is a true statement; but the average 
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reader would not extract from it the real 
merit of Seward’s diplomacy, namely, the 
resistance of pressure brought by Congress 
and the press to invoke the Monroe Doc- 
trine, and waiting until the French them- 
selves should oppose Napoleon’s imperial 
schemes. His policy led to a peaceful and 
satisfactory solution of the problem. 

In the introduction to his bibliography, 
Professor Sears frankly states that he has 
relied mainly on secondary sources of in- 
formation. This is a convenient procedure 
when writing a textbook, but the result is 
often unfortunate. An examination of 
original sources would have enabled the 
author to improve upon the accounts given 


„by his predecessors, in many instances, 


without adding to the extent of his own 
volume. 
Evucene I. McCormac 
University of California, Berkeley 


TREAT, Payson J. Diplomatic Relations 
Between the United States and Japan, 
1895-1905. Pp. x, 291. Stanford Uni- 
versity: Stanford University Press, 1938. 
$3.50. 


In 1932, Professor Treat published a 
two-volume work on Japanese-American 
relations from the opening of the Island 
Empire in 1853 to the close of the Sino- 
Japanese War (1895). The present volume 
brings the story down to 1905. 

The decade covered by this volume is a 
most significant one in American and Jap- 
anese history. Both countries reached the 
stature of great powers during this era, and 
both embarked upon overseas ventures. 
Heartened by its easy victory over China, 
and aware of the designs of the European 
powers, Japan pressed its claim for a share 
of the disintegrating “Celestial Empire.” 
When the crude and massive empire of the 
czars ignored this claim, Japan struck out 
quickly and decisively and brought down 
the Russian colossus. Having thus quali- 
fied in accordance with the best standards 
of European imperialism, Japan was at 
once recognized as an honored member in 
the family ọf nations. 

The United States had mastered a con- 
tinent in record time and was reaching out 
for lands beyond the seas. Hawaii was an- 
nexed, and in conquering the Philippines 
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the United States acquired an empire at the 
very door of Japan. As a rule, territorial 
propinquity tends to becloud the relations 
of expanding states; but throughout the 
period covered by Professor Treat, Jap- 
anese-American relations remained friendly. 
Japan raised no serious objections to the 
annexation of Hawaii; it maintained a cor- 
rect attitude in the Philippine insurrection; 
and it was co-operative during the Boxer 
troubles and the “open door” negotiations. 
In like manner, American good will was 
manifest in the negotiations involving the 
abolition of extraterritoriality in Japan and 
during the war with Russia. Even the 
Japanese veto of the American proposal to 
establish a naval base at Samsah Bay was 
received by the State Department without 
protest. However, indications were not 
lacking that the “era of good feeling” was 
coming to a close. Japan was protesting 
with increasing vigor against discriminatory 
treatment of its nationals in the United 
States, and to the discerning it was obvious 
that, if she were once intrenched on the 
mainland, Japan would no longer view 
with favor the implications of the open 
door. 

The author has succeeded in making 
available to the scholar the hitherto un- 
printed diplomatic correspondence. The 
student of Far Eastern affairs will find the 
copious extracts invaluable. But many a 
reader will regret that Professor Treat per- 
sisted in his “choice of evils” and continued 
to summarize the correspondence year by 
year. A topical treatment would have 
brought to bear upon many a moot ques- 
tion the author’s wide knowledge of Jap- 
anese-American relations. It is, for ex- 
ample, difficult to believe that such a 
treatment would have led Professor Treat 
to imply, as he does, that even in 1895 the 
Japanese Government sought no more than 
the independence and reform of Korea; or 
to leave unexplained the contradiction be- 
tween the diplomatic pretensions of the 
Japanese Government respecting the mur- 
der of the Korean Queen and the exonera- 
tion of highly placed Japanese implicated 
in that murder. 


Oscar I. JANOowsSKY 


College of the City of New York 
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Pan, STEPHEN CHAO YING. American 
Diplomacy Concerning Manchuria. Pp. 
xx, 385. Providence, R. I.: Providence 
College Bookstore, 1938. $4.00. 

W. W. Willoughby, in his Foreword, ob- 
serves that this treatise goes well beyond 
the area which the title suggests. It covers 
not only American diplomacy dealing with 
Manchuria, but also what the Germans call 
the Geopolitik of the region which once 
constituted China’s “Three Eastern Prov- 
inces,” something of the effect on the for- 
eign trade of Western powers in those parts 
of China which have come under the dom- 
inance of Japan, and the historical back- 
grounds of the-open door and nonrecogni- 
tion policies. 

Just a decade ago the Kellogg-Briand 
Pact for the renunciation of war was being 
ratified by the nations of the world. At 
the same time the “Recovery of Rights” 
campaign of an awakened Chinese na- 
tionalism was causing turmoil in North- 
eastern Asia. In July 1929 the Chinese 
seizure of the Chinese Eastern Railway 
from Soviet Russia, co-owner with China, 
climaxed several years of unilateral overt 
action by the Chinese military and political 
leaders against the Russians in northern 
Manchuria. Moscow immediately served 
notice that its patience was at an end. 
American Secretary of State Henry L. 
Stimson began reminding the disputants 
that they had agreed to dispense with the 
war method; but with the Chinese holding 
tight to what they had seized, Soviet mili- 
tary power was finally called partially into 
play. Thereupon the Manchurian warlords 
capitulated, and Soviet Russia’s dominant 
position in the Chinese Eastern Railway 
was restored. 

The Japanese, whose position in south- 
ern Manchuria was also being challenged 
by the Chinese, did not fail to note the 
effectiveness of the Soviet course. Ameri- 
can diplomatic attempts to restrain the Jap- 
anese military in the fall of 1931 proved 
even more futile than those aimed at ban- 
ning warlike measures to the north in 1929. 
And with this failure there began the dis- 
integration of the movement toward inter- 
national law and order which ten years ago 
appeared so promising. Unfortunate it is, 
no doubt, that the diplomacy which Dr. 
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Pan outlines in his book failed so miserably 
in the pinch. 

The author shows rather conclusively 
that the guiding principle of American 
diplomacy in the Far East has been the 
insistence on equality of trade opportuni- 
ties. It was in the treaty of Wanghai in 
1844 that American commercial rights were 
first legalized. In 1900 the principle of the 
maintenance of China’s political and ad- 
ministrative integrity was added in order 
to safeguard the open door for American 
trade. At the time of Japan’s Twenty-One 
Demands upon China in 1915, Secretary 
Bryan enunciated the doctrine of nonrecog- 
nition of the fruits of aggression, for the 
same purpose. Secretary Stimson repeated 
the procedure in 1932. The fact that 
American policy has usually appeared de- 
sirable from the standpoint of China has 
been, in the opinion of the author, largely 
coincidental. 

On the whole, Dr. Pan makes little at- 
tempt to analyze or interpret the historical 
events enumerated. He makes a commend- 
able effort to be fair and impartial. He 
does not fail to insist, however, that the 
United States should have followed a more 
positive policy in seeking to restrain Jap- 
anese aggression on the Asiatic mainland. 

Harry L. KINGMAN 

University of California at Berkeley, 

Calif. 


Jessup, Parie C. Elihu Root. Vol. I, 
pp. xi, 563; Vol. II, pp. vii, 586. New 
York: Dodd, Mead and Co., 1938. 
$7.50. 


The period of Root’s service as Secretary 
of War, Secretary of State, and United 
States Senator from New York (1899 to 
1915) was a period of transition for the 
United States from international isolation 
and concentration upon its own internal 
development to the responsibilities of world 
power. That transition implied a reorgan- 
ization of the Departments of War and 
State so that foreign policy, instead of be- 
ing merely defensive, might influence a 
readjustment of the world’s political and 
legal structure in the interests of the 
United States. Many of these implications 
were first perceived by Elihu Root. Al- 
though, as Jessup points out, “not a great 
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creative thinker,” he had “an amazingly re- 
sourceful and ingenious mind” able to de- 
velop the consequences of new ideas (Vol. 
II, p. 473). Thus, in an address before 
the American Society of International Law 
in April 1917, he stated more clearly than 
had Woodrow Wilson, the kind of a world 
which it was necessary to create if democ- 
racy was to be safe. 

Professor Jessup skillfully presents the 
main facts in each of the important trans- 
actions in which Root was involved, with- 
out allowing the incidents to become de- 
tached from the main thread of the story. 
They are made to contribute to an under- 
standing of the character of Root, while his 
position in each is made to contribute to 
the history of the period. 

Root appears as a man who continually 
grew. Beginning as an ambitious lawyer, 
from the rural environment of Clinton, 
New York, not unwilling to make his way 
by defending Boss Tweed and others of 
his gang, and achieving financial independ- 
ence through a successful marriage and a 
lucrative law practice, he began to realize 
his responsibilities as a citizen in the 1880's 
through contacts with President Arthur, 
Theodore Roosevelt, and others. He par- 
ticipated actively in the civic life of New 
York City, but thought of himself pri- 
marily as a lawyer until called to the War 
Department in 1899 because McKinley 
wished a lawyer to organize and administer 
the new insular possessions. He was reluc- 
tant to undertake the tasks of statesman- 
ship in the wider national field, but on 
undertaking them his horizon rapidly ex- 
panded. On becoming Secretary of State 
in 1905 his field of interest extended to 
all sections of the world, which he began 
to envisage as a genuine community of 
nations governed by international law—a 
vision which continued through his activi- 
ties in connection with the American Soci- 
ety of International Law, the League of 
Nations, the Washington Conference, and 
the Permanent Court of International 
Justice. 

Root was characterized primarily by a 
penetrating intellect, capable of assimilat- 
ing vast quantities of written and printed 
material, logically ordering it and drawing 
conclusions in terms of practical action. 
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He always saw the main point of any prob- 
lem, and his direct drive toward it some- 
times gave the impression of hardness. 
His biographer does not neglect to discuss 
fully, with a wealth of previously unpub- 
lished material, the instances in which he 
was most criticized, such as his relations 
to the Tweed gang, his behavior toward 
General Miles, his handling of the Philip- 
pines atrocities question, his part in the 
taking of the Panama Canal, and his rela- 
tionship to the League of Nations question, 
to prohibition, and to the Washington Con- 
ference. On the whole, Root comes out 
well, but more on the score of intelligence, 
honesty, and sincerity than on that of hu- 
manity, especially in the earlier instances. 
His tolerance and appreciation of diverse 
points of view increased with his age. 
When nearly ninety, he could say: “If I 
weren’t one hundred and fifty years old 
and had to make a public statement, I 
would have a hard time defending why I 
am a Republican. I think they are wrong 
on tariffs, they are wrong on prohibition, 
wrong on foreign affairs. They have made 
into a formal policy a political squabble 
with Wilson over the League. Anyone with 
any vision should see how foolish that is” 
(Vol. II, p. 477). 

Root was, however, in many respects a 
lovable man. His wistful attempts to 
maintain his early interest in science and 
art in a life overbusy with affairs, his de- 
votion to his semi-invalid wife, his love of 
simple outdoor pleasures, are sufficiently 
brought to the reader’s attention. 

Professor Jessup’s scholarship and criti- 
cal judgment are frequently displayed. He 
weighs the evidence with lawyer-like im- 
partiality after all the available data have 
been brought together. While the pages 
closely packed with information and quota- 
tion are not always easy reading, Professor 
Jessup’s style is always clear and at times 
eloquent. The volumes are equipped with 
an elaborate index, are illustrated by car- 
toons and photographs, and accompanied 
by lists of Root’s principal writings and the 
author’s bibliographical sources. Footnotes 
are used freely, making the book a valuable 
reference. The author’s close personal re- 
lationship to Root as an accepted biogra- 
pher during the latter’s final years has 
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made possible the use of reminiscences and 
personal touches adding greatly to the pic- 
ture of the personality of one of America’s 
great historical figures. The stature of 
Elihu Root will grow in the minds of the 
readers of these volumes. Professor Jessup 
has done a distinguished service to his 
memory as well as to history. 
Quincy WRIGHT 
University of Chicago 


Freeman, Atwyn V. The International 
Responsibility of States for Denial of 
Justice. Pp. xix, 758. New York: Long- 
mans, Green & Co., 1939. $12.50. 

To novice and expert alike, there is prob- 
ably no more confusing doctrine of inter- 
national Jaw than that of denial of justice. 
So great has been the controversy over the 
meaning of the term that some interna- 
tional legal experts have suggested that it 
be eliminated entirely from the vocabulary 
of the law of nations. At last, however, we 
have a definitive book on the problem, a 
volume that should stand as a landmark 
for many years to come, and the author, 
Mr. Freeman, deserves the highest praise 
for the epoch-making qualities of this work. 
He has plunged deep into a morass of tan- 
gled theories, decisions, and commentaries 
and has emerged with an analysis which is 
a masterpiece of clarity, scholarship, and 
sound sense. It would be difficult to imag- 
ine a more valuable contribution to this 
vital but much misunderstood portion of 
international law. 

Part I is devoted to the theory of state 
responsibility for denial of justice. Mr. 
Freeman examines various definitions of- 
fered by other writers, supplying a histori- 
cal background as well, and states that 
“what the doctrine comes down to is, es- 
sentially, the limitations which the law of 
nations imposes upon the . . . exercise of 
domestic judicial activity. These limita- 
tions ... are not only procedural, but sub- 
stantive as well” (pp. 79-80). “The whole 
concept ... is really auxiliary in character, 
being ancillary to another, more fundamen- 
tal conception: viz., the postulate that ali- 
ens enjoy certain substantive rights which 
every state must respect” (p. 68). This 
last viewpoint is particularly helpful in 
illuminating the nature and purpose of de- 
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nial of justice; all too often students and 
writers bog down in a mess of cases and 
definitions, losing perspective as to what 
the concept is all about. At another point 
Mr. Freeman cuts through the brush sur- 
rounding the issue of “direct” and “indi- 
rect” denial of justice, and with welcome 
emphasis denies the utility of this confus- 
ing classification. “The state is no more 
‘indirectly’ responsible for the conduct of 
private persons than it is ‘directly’ re- 
sponsible. Only a failure on its part to 
‘perform duties incumbent upon it either 
prior to or subsequent to the commission 
of such acts will render it answerable to 
other states” (p. 20). 

A comprehensive and invaluable study 
of the forms of denial of justice in practice 
constitutes Part IT. 

The third and final portion deals with 
the control of responsibility for inadequate 
judicial protection, with chapters on at- 
tempts to restrain diplomatic interposition, 
the international standard of justice, and 
the measure of reparation for denial of 
justice. Authorities may disagree with or 
desire to quibble over particular inter- 
pretations throughout such a vast and thor- 
ough book as this, but certainly all should 
concur upon the point that here is a work 
which manifestly is a classic. 

Payson S. Wiz, JR. 

Harvard University 


WEILL, Grorces. L’Europe du xix? siècle 
et Vidée de nationalité. Pp. xvi, 480. 
Paris: Albin Michel, 1938. 45 Fr. 

The present volume forms volume 
eighty-four of L’Evolution de ’Humanité, 
the collective effort at historical synthesis 
edited by Henri Berr. It studies the his- 
tory of nineteenth-century Europe under 
the influence of nationalism. It is less a 
theoretical work devoted to an analysis of 
the meaning and implications of national- 
ism than a history with a special emphasis 
upon the ethnic movement and ethnic aspi- 
rations of Europe from 1815 to 1900. Dur- 
ing that whole period the national idea was 
never unchallenged; side by side there 
grew the idea of a European federation, 
and even beyond it a world federation, 
accepting nationalism but. only in a sub- 
ordinate position, as a means for arriving 
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at a better foundation of a federation of 
free nationalities. At the end of the cen- 
tury Eugéne-Melchior de Vogüé wrote in 
the Revue des Deux Mondes on February 
1, 1901: “Nationalism and cosmopoli- 
tanism, the two principle antagonists, con- 
tend with forces essentially equal. I defy 
the most far-sighted prophet to say at this 
hour which one will be victorious.” It 
seems that the struggle between the two 
ideas is as undecided today as it was almost 
forty years ago, although many observers 
in this middle of the twentieth century may 
be less optimistic about federation and fed- 
eralism than those at the end of the nine- 
teenth century. 

The scope of the book does not allow 
of any very penetrating treatment of the 
different leaders and representatives of the 
national movements, but the author has 
succeeded in weaving the national move- 
ments into a clear and well-written history 
of the nineteenth century, and in elucidat- 
ing the different developments of national- 
ism in the various European countries. 
The book is rich in apt quotations from 
the nationalist literature of the nineteenth 
century. It contains a bibliography and 
an index, and in the appendix eight 
full-page illustrations from contemporary 
sources of the main events in the history 
of nationalism, from the Polish revolution 
in 1831 to the Congress of Berlin in 1878. 

Hans Koun 

Smith College 


OAKESHOTT, M. The Social and Political 
Doctrines of Contemporary Europe. Pp. 
xxiii, 224. New York: The Macmillan 
Co., 1939. $3.50. i 
The object of this book is to provide the 

relevant material for beginning a study of 

five social and political doctrines of con- 
temporary Europe—Representative De- 
mocracy, Catholicism, Communism, Fas- 
cism, and National Socialism. In each case 
the author has attempted to collect the 
best available statements—sometimes offi- 

cial, always authoritative—of the more im- 

portant elements which compose the doc- 

trine. 
Strange to say, however, the main value 
of the work is not in the selections offered. 

After all, we have had several such vol- 
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umes published, and most of them are more 
exhaustive than Oakeshott’s excerpts. We 
are really more appreciative of the author’s 
excellent Introduction to his volume, which 
is a splendid survey of the operation of 
political philosophies and a good evalua- 
tion of their contents. His remarks on 
Liberal Democracy is one of the best 
obituaries we have read anywhere. Just 
as pertinent and penetrating are his com- 
ments on Communism, which, in Oake- 
shott’s words, “is the most complicated of 
all the doctrines we have to consider, but 

. is never tired of proclaiming its sim- 
plicity; it makes a vast display of philo- 
sophical ideas, but . . . is full of self- 
contradictions; . . . is encumbered with a 
quaint mediaeval jargon, but it has be- 
come the creed of millions” (p. xx). We 
also extend our appreciation of Oakeshott’s 
brief account of what appears to be Hit- 
ler’s fundamental beliefs in the chapter on 
“National Socialism.” 

Our enthusiasm over the work is, how- 
ever, somewhat tempered by the inability 
of the author to depart from the most 
orthodox type of his selections. John Stu- 
art Mill, de Tocqueville, Abraham Lincoln, 
Thomas Paine, William Cobbett, and T. H. 
Green have been chosen by Oakeshott to 
raise their voices on behalf of Representa- 
tive Democracy as examples of the “social 
and political doctrines of modern Europe 
which have found some actual realization, 
which are represented in the life and order 
of some national community” (p. xii). 
But not a word, not a line, about Masaryk 
and Beneš of Czechoslovakia, whose doc- 
trines of this type of democracy were the 
backbone of their country’s system for two 
decades. We should like, also, to hear 
something about the doctrines of the Scan- 
dinavian countries. In other words, Oake- 
shott has made the same mistake that has 
been characteristic of nearly all our politi- 
cal scientists. Unable to read a foreign 
language and betrayed by considerations of 
the size of countries, they have been re- 
hashing the same old stuff, unable to be 
logical in their favorite thesis that no sec- 
tion of the world can be separated from 
the rest of it. It is true that Benes and 
Masaryk, for instance, only elaborated the 
ideas of the intellectual giants noted by 
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Oakeshott. But they ought to have been 
noted because of that very fact, because 
they were the last link in the chain of de- 
velopments since these founders. If we 
would accept Oakeshott’s reasoning, then 
there would be no need to worry much 
about the philosophers who have come 
since Aristotle and Plato, for everything 
we are talking about can be always traced 
to these classical thinkers. 

The same criticism of the author’s selec- 
tions applies to the chapter on Communism, 
limited to Karl Marx, Friedrich Engels, and 
Lenin. But what has happened to the ideas 
of Karl Branting, Otto Bauer, Karl Renner, 
Vandervelde, Anseele, Karl Kautsky, Wer- 
ner Sombart, Hendrik de Man, and others? 
We acknowledge that Marx’s dialectics is 
their bible. But they also tried to build 
their own churches and creeds by juggling 
—as all ideologists always do—most of 
Marx’s ideas under the impact of their na- 
tional problems. Only in the cases of Fas- 
cism and National Socialism do Oakeshott’s 
selections appear justifiably deliberate and 
severe in their limits, because both of 
these ideologies have been too young to 
develop new prophets and apostles, al- 
though they are already on the way in the 
Balkans and elsewhere, for every doctrine 
has to develop its particular brand in ac- 
cordance with the sociological framework 
surrounding it. 

In line with this reasoning, we would 
suggest that the selections are distressingly 
stale. But the author’s Introduction and 
his own critical sections are worth the 
price of the whole work. Hence we can 
also accept the rest of the study, although 
it ought to be noted also that the book lists 
at the end of each chapter are simply 
atrocious. 

Josera S. Roucrk 

New York University 


Brown, Francis J., et al. (Eds.). Con- 
temporary World Politics. Pp. xiv, 718. 
New York: John Wiley & Sons, 1939. 
$4.00. 

The editors offer this compact volume in 
its subtitle as “an introduction to the prob- 
lems of international relations.” Their task 
has become infinitely more complex than 
it would have been some twenty-five years 
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ago. In the first place, we have tended to 
veer off more and more from the well- 
paved highway of constitutional analysis 
and to investigate with increasing zeal the 
swamp lands of group motivation, The 
earlier absorbing interest in the architec- 
tural sweep and the structural intricacies 
of basic laws has given way to a preoccupa- 
tion with the dynamics of social organiza- 
tion. As a result, the scope of political 
inquiry has constantly widened. Second, 
while the preceding generation felt justi- 
fied in looking upon the international scene 
as an essentially stable pattern of national 
priorities, our day is witnessing an era of 
crucial transformations progressing at a 
breath-taking rate of speed. To convey an 
accurate picture of contemporary world 
politics is today an assignment of gigantic 
magnitude. 

Both our broader approach to politics 
and the swift pace of current history have 
induced the editors to farm out the indi- 
vidual chapters of this book to more than 
thirty collaborators, aside from their own 
contributions. There are obvious practical 
advantages in such procedure; equally pat- 
ent are the disadvantages. Held against 
Frederick L. Schuman’s International Poli- 
tics, for instance, the present volume sug- 
gests less of a panorama and more of a 
carefully chosen collection of landscapes. 
In Schuman’s work, the consistency of per- 
sonal interpretation is the vice of its virtue 
as well as the basis of unified treatment. 
In a symposium such as this the same unity 
of emphasis is unattainable, while the value 
judgments of the different authors escape 
the check that is inherent in a totality view. 
To minimize the difficulty, the editors have 
made a courageous attempt at synthesis by 
supplying each of the major parts of the 
book with an introduction and a summary. 
The solution is not perfect, but it goes far 
toward streamlining the product. 

As a symposium, the volume is one of 
the best I know. It is scrupulously 
planned, competently balanced, rich in 
themes, and comprehensive in coverage. 
On the whole, the selection of collaborators 
reflects the same good judgment. Most of 
the contributions are informative, incisive, 
and relevant. With so many men sharing 
the honors, it would be inappropriate to 
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single out individual chapters for special 
praise. One of the attractive features of 
the book is the liberal supply of maps in 
the form of “fact pictures’—the work of 
Professor Hodges. “Fact pictures” neces- 
sarily combine subjective and objective 
factors. One may criticize the blend from 
different angles, but in general, Professor 
Hodges has been remarkably successful in 
making maps speak. The text material is 
presented under six main headings: (1) the 
fundamental forces working toward world 
conflict; (2) the foreign policies of the 
great powers; (3) “regional interests”— 
Latin America, the Near East, the Baltic, 
Danubian, and Balkan areas; (4) world 
organization, and what is left of it; (5) 
public opinion in international affairs; and 
(6) the roads to world peace. As to the 
latter, the editors conclude: “There is not 
one road to peace, but many. It is but an 
ideal dream to envision a fusioning of the 
ideologies of communism, fascism, social- 
ism, and democracy. Yet all are here— 
each insistent that the elusive peace will 
become a reality when its ‘system’ will have 
been universalized” (p. 701). Still, were 
we on the right road in “making the world 
safe for democracy”? 
Fritz MORSTEIN Marx 
Harvard University 


SCHUMAN, FREDERICK L. Europe on the 
Eve. Pp. xv, 573, xili. New York: Al- 
fred A. Knopf, 1939. $3.50. 

In this reviewer’s opinion, American stu- 
dents of international affairs may be di- 
vided generally into three groups. First, 
there are many international lawyers who 
are so badly caught in the net of tradition 
and outmoded values that they are in- 
capable of understanding the motives un- 
derlying the complex power politics of to- 
day, and so contribute little or nothing to 
their clarification. Second, there is a large 
group of international relationists who seek 
salvation in some new formula that may 
bring everlasting peace. Among this tribe 
belong those who believe in the perfect ef- 
ficacy of some change in the League Cove- 


‘nant or of a new morality applied to exist- 


ing institutions. Sincere and simple, they 
understand little of the real forces govern- 
ing international organization or the lack 
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of it. The third class—it contains some of 
‘the international lawyers but not many— 
maintains that the explanation of the an- 
archical nature of our society must be 
found in a study of the society itself—its 
fundamental organization, nature, and 
weakness. This group insists that the 
superstructure of state and world political 
organization is and must be a reflection of 
the fundamental economic and social or- 
ganization of human beitigs. 

Professor Schuman is a leader in this 
third school of thought, and much of the 
value of his book lies in his basic view- 
point. Europe on the Eve is a history of 
the major European political developments 
from 1933 to 1939. It is well organized, 
accurate, well documented, and altogether 
the best history of the period the reviewer 
knows. More than this, it is written with 
a vigor, a courage, and an honesty all too 
rare in books by academicians. 

One is not required to agree with Pro- 
fessor Schuman’s interpretations of his- 
tory, and his book would be good history 
without them; but they are fortunately in- 
cluded, and are well worth studying, par- 
ticularly by the first two groups mentioned 
above. To Professor Schuman, the period 
of which he deals is one in which the Great 
Society of the twentieth century and the 
creed of Liberalism have been assaulted by 
“lunatics and gangsters” and, tragically, de- 
fended by “criminals and idiots.” “If,” 
says Professor Schuman, “such epithets 
seem too harsh, the reader may supply his 
own. The facts and events, if called by 
gentler names, will not smell sweeter.” To 
Western Europe, “the source of its danger 
lies in the inability of those in the seats of 
power to abandon or modify old symbols, 
values, and practices which are irrelevant 
to the exigencies of a new day. It lies also 
in inability to devise new symbols, values, 
and practices calculated to serve the good 
life in a changed world in which old ways 
no longer work.” Specifically, concepts of 
property and sovereignty have not changed. 
Leadership has lacked the will or the wit to 
develop an economy of plenty or to modify 
the creed of sovereignty and the cult of 
nationalism so as to permit effective world 
organization. This being true, the estab- 
lished order is challenged by both fascism 
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and communism, and Western democracy 
may be defeated by either or both unless 
it quickly changes its methods, aims, and 
personnel. Professor Schuman has little 
confidence that it can or will do so. 
WINCHESTER H. HEICHER 
New York University 


ARMSTRONG, HAMILTON FisH. When There 
Is No Peace. Pp. 236. New York: The 
Macmillan Co., 1939. $1.75. 


Despite its scholarly and comparatively 
objective character, When There Is No 
Peace is a severe indictment, both directly 
and by implication, of the Chamberlain- 
Daladier Policy of “appeasement.” It pre- 
sents a dramatic account of the negotia- 
tions between Hitler and Prime Minister 
Chamberlain from February 20, 1938, when 
Eden resigned and Chamberlain himself 
took over the direction of Great Britain’s 
foreign policy, to the annexation of the 
Sudeten Germans by the Reich, early in 
October 1938. 

The successive steps in the international 
drama, as they led to the humiliation of 
the democracies at Munich, are developed 
with dramatic effect. The special merit of 
Mr. Armstrong’s presentation lies in the 
searching analysis of the diplomacy of the 
powers, and the information he is fre- 
quently able to give on its motivation. As 
a result, the conduct of both British and 
French foreign affairs appears in a sorry 
light; official explanations of the “policy 
of appeasement” often arouse the author’s 
skepticism, and the reader is frequently 
reminded of powerful factors behind the 
scenes. Almost involuntarily we are led 
to ask ourselves again whether Czechoslo- 
vakia was abandoned because of a sudden 
threat of war by Hitler after Godesberg, 
or in accordance with some:sort of prior 
understanding. Does Mr. Driscoll’s revela- 
tion in the New York Times in May, that 
Great Britain did not expect either France 
or Russia to fight for Czechoslovakia, fur- 
nish the answer, and was the purpose of 
the Runciman Mission mainly to prepare 
public opinion? What light does the ulti- 
matum presented to President Beneš by 
the Ambassadors of France and England a 
few hours after midnight on September 21 
throw on this? What more did Hitler de- 
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mand to create the dramatic scene in the 
House of Commons with its melodramatic 
denouement in the invitation to Munich 
and Canossa on September 28? Finally, 
was the military unpreparedness of the de- 
mocracies the real reason for the capitula- 
tion of the democracies? Mr. Armstrong 
points out that in speaking of their inabil- 
ity to fight, no mention was made by Eng- 
lish or French leaders of the strength of 
the Czech army, of the possibility of Rus- 
sian aid, of the preponderance of British 
and French sea power, or of the control by 
the democracies of essential raw materials 
and credit. 

The reply of Czechoslovakia to the de- 
mands of her allies that she capitulate is 
here printed for the first time. It was 
omitted from the British White Book, 
published the following week. Manifestly, 
even in the democracies the people are 
not supposed to know the truth about the 
nations’ foreign affairs, much less control 
and direct their foreign policies. The re- 
nunciation ‘by the French Government of 
its treaty obligations to Czechoslovakia 
comes in for scathing criticism. Speaking 
of British assurance of support in case 
France went to war under the treaty, the 
author suggests the satisfaction with which 
Poincaré and Viviani would have hailed 
such a guarantee in 1914. But Daladier 
and Bonnet were directing the policy of the 
Quai d’Orsai in September last! 

Since the book is so definitely devoted 
to diplomatic history, the limitations of 
space naturally stand in the way of any 
discussion of the deeper causes underlying 
the present trend in European international 
relations, such as the dread of Communism 
by the representatives of a capitalistic soci- 
ety, the desire for economic stability, the 
hope of a partial appeasement of the “have- 
not” powers by encouragement to expand 
in directions not too threatening to the pos- 
sessions of the “haves,” and, finally, the 
strong desire for peace in a generation still 
sadly conscious of the horrors and suffering 
of the World War. 

WILLIAM E. LINGELBACH 

University of Pennsylvania 


CARROLL, E. MALCOLM. Germany and the 
Great Powers 1866-1914. Pp. xv, 852. 
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New York: Prentice-Hall, Inc., 1938. 

$5.00. 

This book is an elaborate and first-hand 
survey of the role of German foreign pol- 
icy in European politics from the beginning 
of the Bismarckian era to the outbreak of 
the World War. The author, a professor 
in Duke University, has previously pro- 
duced a book on French Public Opinion on 
Foreign Affairs, 1870-1914. The present 
volume shifts to the German picture. 
While it represents a much greater degree 
of scholarly research than the earlier book, 
it appears to the present reviewer to be 
less objective in its attitude. 

The book opens with an account of the 
Bismarckian diplomacy which led to the 
successful creation of the German Empire 
in 1871. Then follow chapters on Bis- 
marck’s dominion over the European diplo- 
matic situation until his retirement in 1890. 
This includes an account of the German 
diplomacy involved in the origins of the 
German colonial movement. Next the au- 
thor turns to the new policies which were 
introduced as a result of the accession of 
William II, the abandonment of Bismarck’s 
Russian diplomacy, and the futile flirting 
with Great Britain. After this, Professor 
Carroll treats of the German diplomacy de- 
signed to break down the encirclement of 
Germany, which resulted from the Franco- 
Russian Alliance and the gradual fashion- 
ing of the Triple Entente. The book 
concludes with an analysis of German di- 
plomacy during the diplomatic revolution 
of 1912-14 and the crisis of July 1914. 

There is no doubt that Professor Car- 
roll had a great opportunity in writing this 
book. There is no comprehensive and up- 
to-date survey of contemporary German 
diplomacy in the English language. More- 
over, the source material is unprecedent- 
edly ample since the publication of the 
Grosse Politik and other subordinate col- 
lections. Then, invaluable memoirs, auto- 
biographies, and biographies have been 
published, as well as many important 
monographs. Finally, we have the notable 
general works of Langer, Fay, Branden- 
berg, and others. And Professor Carroll 
has made unusually thorough use of news- 
paper material, a procedure at which he 
is highly skilled. 
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In the opinion of the present reviewer, 
Professor Carroll has missed his opportu- 
nity in part because of a distinct hostility 
to Germany. While there can be no doubt 
that Professor Carroll has thoroughly in- 
vestigated the sources, he presents Ger- 
many throughout in the worst possible light 
which the documents will permit. While 
the book has no polemic tone, the under- 
current of anti-Germanism is apparent in 
most of its pages. The attitude and tem- 
per of the book are immediately reminis- 
cent of the writings of Bernadotte Schmitt. 
This is the case not only with respect to 
the antipathy of the author toward Ger- 
many but also in the evident friendliness 
to British diplomacy, particularly that of 
Sir Edward Grey. 

The interpretation of the crisis of 1914 
is almost identical with that contained in 
Professor Schmitt’s Coming of the War, 
which is approvingly cited. Professor Car- 
roll seems to have paid no attention what- 
ever to the devastating criticism of 
Schmitt’s work by M. H. Cochran, though 
this latter book renders his own concluding 
chapter, on the crisis of 1914, equally un- 
tenable, 

Harry ELMER BARNES 

Auburn, N. Y. 


Monroe, ELIZABETH. The Mediterranean 
in Politics. Pp. x, 259. New York: Ox- 
ford University Press, 1939. $2.50. 
This book, the result of two journeys of 

a careful and trained observer to the Medi- 

terranean in 1937 and 1938, will be useful 

to the general reader. It is well informed, 
pleasantly written, and shows a well-bal- 
anced and optimistic restraint in stating the 
position in the Mediterranean. It discusses 
primarily the conflict between British, 

French, and Italian interests, but devotes 

also some attention to Turkey and Spain. 

The book is too brief to be of any value 

to the student who has already done some 

reading on Mediterranean affairs, but it 
covers within its limited compass a great 
wealth of material. 

The viewpoint of the author is that of 
an intelligent and well-educated Britisher. 
She has a good understanding of and much 
sympathy for the peoples of the Near East 
who are beginning “to build a brave new 


THE ANNALS OF THE AMERICAN ACADEMY 


world, but want to do so unaided.” She 
rightly points out that Italy cannot have 
any success with her wooing the Arabs and 
other Near Eastern peoples. “She is push- 
ing at a door which is gradually closing, 
not only against herself, but against the 
hated patronage of all western nations.” 
But Miss Monroe underestimates the bru- 
tal driving force of fascism and Italy’s sub- 
jection to National Socialist domination. 
With a typically English optimistic naiveté, 
she describes Italy as being in the spring 
of 1938 back in her prewar position, hover- 
ing between the Central and Western Euro- 
pean powers, at a time when the National 
Socialist grip upon Italy had established its 
firm hold. Nothing brought Italy more 
firmly into the axis than the German con- 
quest of Austria and the weakness which 
Great Britain then, as on many other oc- 
casions, displayed. ‘The same incompre- 
hension of the real situation is seen in Miss 
Monroe’s treatment of the Spanish prob- 
lem, where she does not see how much 
Franco Spain will become a very willing 
tool in the fascist bid for world domina- 
tion. Thus she reflects in all her opinions 
what might be called the pro-Chamberlain 
school in British politics, based upon an 
effort to win Italy away from Germany 
and to secure General Franco’s loyalty by 
loans. By this time it may have become 
clear even to many supporters of the 
Chamberlain policy how much they mis- 
understood the fascist temperament and 
ambitions. Some illusions about Spain’s 
future course may still be lingering; un- 
fortunately they will soon be dispelled. 
Hans KoHN 
Smith College 


GRAHAM, STEPHEN, Alexander of Yugo- 
slavia. Pp. 329. New Haven: Yale Uni- 
versity Press, 1939. $3.00. 
Unconventionally, Mr. Graham starts 

this laudatory biography with a graphic 

description of the carefully laid plot which 

brought death to the hero. The assassin, a 

Bulgarian recruited from the ranks of the 

Internal’ Macedonian Revolutionary Or- 

ganization by a Croatian revolutionist in 

Italian and Hungarian pay, met death on 

the spot, but the leaders escaped to the 

friendly shelter of Italy. The author has 
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much to say about the lack of adequate 
police protection and the refusal to permit 
Serbian secret agents to take part in safe- 
guarding the king. He claims that Yugo- 
slavia’s efforts to get justification before 
the League broke down because France 
was determined that nothing should be 
done to compromise Italy. Therefore Hun- 
gary was made the scapegoat. The whole 
episode led to the weakening of sympathies 
for France in Yugoslavia and the rise of 
German influence. 

The portrait of Alexander presented here 
is that of a soldier, a lover of all things 
French, a man devoted to the task of estab- 
lishing unity among the diverse peoples of 
his realm. He had little use for politicians, 
and was not so democratically minded as 
his father, Peter, who, we are reminded, 
translated Mill’s On Liberty into Serbian. 
Yet it was not a liking for dictatorship, but 
the collapse of parliamentary government 
which led Alexander to set aside the con- 
stitution in 1929, 

The book is commendably clear and en- 
tertainingly written, but it glides over some 
periods too hurriedly. There is nothing 
new on the prewar period, no clarification, 
for example, of the renunciation of the 
rights of succession by Alexander’s elder 
brother, George, or of Alexander’s relation 
to the famous secret societies. To speak 
of King Peter as being made king in 1903 
by popular election, and Alexander in 1921 
by parliamentary election, hardly gives the 
correct impression. Although dates as a 
rule are New Style, no mention is made 
that the dates given for the outbreak of the 
Second Balkan War and for the beginning 
of the regency of Alexander are Old Style. 
King Peter named Alexander regent June 
11/24, 1914, four days and not “little more 
than a fortnight before the world-shaking 
catastrophe in Sarajevo.” 

Such controversial material as is here 
presented demands footnotes, even though 
we are assured that “the book was written 
with the assistance of the Queen of Yugo- 
slavia, the Prince Regent, the ex-Prime 
Minister, and others with first-hand infor- 
mation who talked with the author and put 
State Archives at his disposal.” 

E. C. HELMREICH 

Bowdoin College 
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MILLER, Henry S. Price Control in Fas- 
cist Italy. Pp. 146; New York: Colum- 
bia University Press, 1938. $2.00. 


On November 18, 1935, sanctions were 
applied by the League of Nations to force 
the abandonment of Italy’s Ethiopian cam- 
paign. Eight months later the sanctions 
were lifted and it was evident that they 
had been a failure. Sanctions failed be- 
cause of the aid which Italy obtained from 
twenty-seven nonsanctionist nations, the 
speed and success of her military opera- 
tions in Africa, and the determined resist- 
ance offered by the Italian Government. 
Among the defensive measures adopted by 
the Italians was a system of strict govern- 
mental price controls extending to a num- 
ber of commodities of wide popular con- 
sumption. How this system of controls 
was organized, what its scope and its ef- 
fectiveness were, how it evolved further 
after the abandonment of sanctions, and 
what its role is in Italy today are some of 
the questions discussed in detail in Dr. 
Miller’s monograph. 

Combining information secured by per- 
sonal interviews in Italy with that obtained 
through the study of printed sources, Dr. 
Miller’s book gives a comprehensive and 
scholarly account of the history and the 
present status of price control in Fascist 
Italy. There are, Dr. Miller points out, 
several clearly distinguishable periods in 
the Fascist control of prices. There is a 
first period of rather loose control of retail 
prices by local party organs, undertaken in 
an effort to keep prices in line with in- 
comes. There is then the rigid and highly 
effective centralized control during the 
sanctions and the period immediately fol- 
lowing the devaluation of the lira. There 
is, finally, the system of “corporate” price 
controls which is being evolved in Italy at 
present and which, apparently, is to become 
a permanent feature of the Italian Cor- 
porate State. Separate chapters of the 
monograph are devoted to the discussion 
of the characteristics of each one of these 
periods and to the description of the vary- 
ing techniques of control used by the Fas- ` 
cist regime. In the final part are then 
given a number of graphs and tables show- 
ing the course of prices, wages, and the 
cost of living in Italy during the last dec- 
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ade, with some helpful comments by the 
author upon the statistical methods used 
and the reliability of the sources from 
which the data were drawn. 

Despite the obvious importance of the 
subject, very little has, as yet, appeared in 
print about the control of prices in the 
Fascist countries. Dr. Miller’s monograph 
constitutes the first attempt so far made 
by an impartial scholar to present a de- 
tailed account of price control in one of 
them.. Even though the very diligence of 
Dr. Miller’s research leads this reviewer to 
regret that more attention and space were 
not devoted to a discussion of the theoreti- 
cal problems of price control and the prob- 
able significance of the present system of 
control for the future development of the 
Italian economy, the monograph under re- 
view is to be welcomed as a distinct contri- 
bution in an important new field. 

Wririam G. WELK 

College of St. Thomas 


Taracouzio, T. A. Soviets in the Arctic. 
Pp. xiv, 563. New York: The Macmil- 
lan Co., 1938. $7.50. 


This new study, by the author of The 
Soviet Union and International Law, has 
been awaited with much interest by stu- 
dents and statesmen concerned with the 
problems of the Arctic and with Soviet 
policy in that area. Based on an exhaus- 
tive use of Russian and other materials, 
Soviets in the Arctic has cast its net widely 
and brought into a detailed and scrupu- 
lously balanced picture the geographical, 
economic, political, and international as- 
pects of the Arctic problem as raised by 
Soviet policies. Because of its conscien- 
tious documentation, its consistent avoid- 
ance of bias, and its lucid style, it will cer- 
tainly remain a standard work of reference 
for many years. 

After an essential and skillfully drawn 
description of the Soviet Arctic, the author 
goes on to trace the history of its explora- 
tion before and since the Revolution of 
1917. The emergence of the successive 
agencies charged with Arctic development 
is presented clearly, although the author 
throws up his hands at any attempt to in- 
terpret the background of the new “mysti- 
cism of the Arctic.” The contrast between 
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pre-Revolutionary exploration, dependent 
on private initiative and sporadic official 
encouragement, and Soviet long-range plan- 
ning, backed by a powerful and interested 
state, is strikingly presented. 

In a detailed analysis of the economic 
development of the Arctic the author has 
made full use of both favorable and critical 
materials offered by Soviet publications. 
Under the Soviet system, however, it is im- 
possible to estimate accurately the balance 
of costs against immediate and potential 
returns, and Dr. Taracouzio has wisely 
shied away drawing conclusions in this 
sphere which would naturally have crucial 
importance for a comparison between 
Soviet and non-Soviet exploitation of the 
Arctic. An illuminating section narrates 
the social and cultural reconstruction of 
the Soviet Arctic; here again the author 
has perforce been content to set Soviet 
breast-beatings over against boastings, with- 
out drawing a balance sheet. 

The author’s most direct contribution to 
the problem treated is in his discussion of 
international law as applied to the question 
of jurisdiction. He summarizes the various 
ways in which the “sector theory” has been 
elaborated in decrees and studies, and an- 
alyzes with much acumen the difficulties of 
applying it to water and air spaces. In 
conclusion, he urges the convocation of an 
international conference to settle the con- 
troversies which have been emerging. _ 

Soviets in the Arctic includes a very 
complete bibliography. The thirty-four 
appendices, covering one hundred and 
twenty-six pages, are, however, of doubtful 
utility, especially since they are summa- 
tized in great detail in the text of the book. 

Purr E. MoseELY 

Cornell University 


Rupin, Harry R. Germans in the Cam- 
eroons 1884-1914. Pp. 456. New Ha- 
ven: Yale University Press, 1938, $4.00. 
What was and did Germany before the 

war when her colonial empire included the 

Cameroons between Nigeria and French 

Equatorial Africa, and what is and does 

Germany today when she demands the 

return of her colonies? ‘This generously 

and well documented picture “of the op- 
eration of imperialism in the modern 
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world,” based on ten years of research 

which included living in the former Ger- 
` man colony, is a historically conscientious 
and—because of the times—most impor- 
tant work, but does not answer the query. 
There is considerable that is new and often 
enough interesting, but there is also much 
that could easily have been left out, doing 
no harm to as impartial an understanding 
as possible of the general problem and the 
general merits of this colonial possession 
and the justifications for its return. 

The Cameroons were definitely no eco- 
nomic asset to Germany. The German 
rule, we are told, “although harsh and 
strict, was generally accepted by the native 
as just.” It seems that “the most vigorous 
criticism of German rule came from Ger- 
man traders.” The entire idea seemed one 
of prestige and political maneuver. In the 
face of present demands by Germany on 
raw and Ersatz-materials, just what did the 
exploitation in the Cameroons amount to, 
and what was being exploited? There was 
ivory; then palm oil and palm kernels—a 
soap factory was erected in 1908, and a 
syndicate was interested in 1912 in using 
palm oil for the manufacture of oleomarga- 
rine; cacao—in opposition to the importa- 
tion of large amounts from Central and 
South America; rubber—the most impor- 
tant article of export from the colony dur- 
ing most of the thirty years of the con- 
nection between the colony and Germany 
(in 1910 it was said that the German col- 
onies produced one-fifth of the rubber that 
Germany consumed; in 1912, the total 
value was almost 11,500,000 marks); cot- 
ton—never left the experimental stages; 
ramie—a fiber with silk-like luster which 
was to replace cotton, but the plant could 
not survive the dry season; tobacco; cof- 
fee; kola—a tonic nut; and minerals, as 
salt, mica, tin, peat (small amounts), 
marble and slate (transportation costs 
prohibitive), and petroleum. Smaller com- 
modities which received little or no atten- 
tion were ostriches, horse and cattle breed- 
ing, copal (for varnishes), bananas, timber 
(mahogany and ebony and twenty-six other 
varieties), sugar, rice, and indigo, besides 
experiments with tea, jute, hemp, carda- 
mom, soy bean, cinnamon, silk, camphor, 
wax, cinchona, and more. How many of 
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these would aid the new Germany in her 
plans for self-sufficiency?! 

Mr. Rudin wanted an unbiased account, 
but winding our way through the colonial 
methods of Germany, governmental and 
commercial, occupation and exploitation, 
description of country and inhabitants, in- 
stitutions both official and unofficial, ad- 
ministration, and so forth, we find a reflec- 
tively defensive, apologist sense regarding 
the German merits and ambitions, which to 
a great extent may be traceable to much 
of the (German) source material. The 
author’s final conclusion is: “All. . . things 
taken together might appear to make the 
native more content with European im- 
perialism.” He anticipates criticisms, he 
writes, “for my failure to arrive at a doc- 
trinaire conclusion about capitalism and 
imperialism,” which he prefers to leave to 
more capable hands; and for that we, for 
one, thank him sincerely. But despite all 
these fine points and the bibliography and 
a brilliant index and the indisputable his- 
toric value of the work, New Germany can 
find very small reason for jubilation or 
quotation, because a general retrospect does 
not permit a clear bill of health on moral 
basis in favor of the now vociferously de- 
manded return of the colonies. Mr. Rudin 
has done well with the truth—and that is 
to his highest credit. 

Boris ERICH NELSON 

New Jersey State Museum 


LasswELL, Harotp D. Propaganda Tech- 
nique in the World War. Pp. 233. New 
York: Peter Smith, 1938. $3.50. 

This is a reissue from the original plates 
of a volume that was first published in 
1927. A decade ago Lasswell’s study was 
a welcome addition to the literature of 
propaganda, because of the manner in 
which it drew together the experience of 
the war years and systematized it. A care- 
ful rereading now convinces one that the 
book has lost none of its usefulness. Its 
major limitation has always been that it is 
essentially descriptive rather than methodo- 
logical, but its interpretations of propa- 
ganda methods and, in some measure, of 
the results may well continue to serve as 
guides in attempting to understand the 
contemporary propaganda-torn world. 
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There is no need to summarize a volume 
as well known as this one. Instead, it may 
be called to attention that Lasswell’s study 
serves to emphasize how greatly the agen- 
cies of mass communication have developed 
since the days of the war. The words 
“radio” or “wireless” do not appear in the 
Index, and the motion picture played al- 
most no part in dissemination of propa- 
ganda from 1914 to 1918. While the tech- 
niques of implanting propaganda may be 
the same as in the World War, the machin- 
ery at the disposal of the propagandist has 
undergone transformation with the devel- 
opment of the new agencies of communica- 
tion. The propaganda network of the pe- 
riod of which Lasswell wrote now seems 
simple in comparison with present-day 
complexities. 

Lasswell’s volume also serves to suggest, 
in rereading, that the distinctions between 
war periods and periods of peace have, in 
the present century, tended to become less 
sharp. The “wartime” analysis of the au- 
thor has, with the passing years that bring 
us to contemporary Spain, China, and 
Czechoslovakia, become an analysis that is 
equally valid for the period of so-called 
“peace.” Fundamentally, Lasswell has 
studied the use or the technique of propa- 
ganda by nationalist states, whether at war 
or at peace. That is why the book is as 
timely in 1939 as it was in 1927. 

Matcotm M. WILLEY 

University of Minnesota 


Bruntz, GeorcE G. Allied Propaganda 
and the Collapse of the German Empire 
in 1918. Pp. xiii, 246. Stanford Uni- 
versity, Calif.: Stanford University 
Press, 1938. $3.50. 

This is another excellent volume from 
the Hoover War Library under the general 
editorship of Professor R. H. Lutz. Break- 
ing ground in a relatively new field, the 
work reveals an amazing story of organized 
and unorganized propaganda during the 
World War to undermine German morale 
and weaken enemy resistance. Scholars 
are familiar with earlier propaganda activi- 
ties like that of the French Revolution, or 
our own emancipation propaganda of ante 
bellum days, but never before was the 
task of psychological mobilization made a 
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definite part of governmental policies and 
carefully integrated with economic and mil- 
itary warfare. 

Dr. Bruntz’s organization of his mate- 
rial and his presentation are logical and 
effective. Beginning with a study of propa- 
ganda organization in the three western 
democracies and the attempts at co-ordina- 
tion of the different efforts, he devotes a 
chapter to “Methods and Tactics,” which 
is followed by a chapter on the use of 
“Neutral Countries as Bases for Propa- 
ganda Attack.” Next comes an illuminat- 
ing analysis of propaganda itself, in which 
the objectives, though mixed, fall naturally 
in the categories of enlightenment, despair, 
hope, and particularist propaganda. Con- 
ditions in Germany favorable to the propa- 
ganda are then discussed, and in a conclud- 
ing chapter the author attempts the difficult 
task of evaluating, or measuring, the effect 
on German morale, basing his study on Re- 
ports of the Psychological Subsection of 
the United States Army, letters of German 
soldiers, army orders dealing with propa- 
ganda, and German efforts at counter prop- 
aganda. 

The volume represents the steady growth 
of interest in the programs and techniques 
of mobilizing and directing public opinion. 
In addition to Thimme’s Weltkrieg ohne 
Waffen, Wright’s Public Opinion and World 
Afairs on Allied propaganda in Germany 
during the war, and Childs’ Propaganda and 
Dictatorships, there are the studies of Al- 
lied propaganda in our own country before 
1917, especially the remarkable volume by 
H. E. Peterson on Propaganda for War, 
The Fight against American Neutrality, 
1914-1917, just off the press. 

In the light of what is manifestly going 
on at the present time, it is all very reveal- 
ing, not to say alarming. Never before 
have peace times witnessed such an in- 
tensive and widespread psychological and 
economic warfare—a war without bullets— 
which seemingly waits only the tragic inci- 
dent to start the general carnage. Allied 
Propaganda and the Collapse of the Ger- 
man Empire in 1918 is not only good his- 
tory, but a timely and illuminating work 
with a distinct and somewhat ominous: bar- 
ing of the aggressive and bellicose agitation 
in favor of new ideological crusades abroad, 
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The volume is pervaded throughout by a 
spirit of scholarly objectivity, is equipped 
with a critically selected bibliography, and 
has a good index. 
WILLIAM E. LINGELBACH 
University of Pennsylvania 


Sımonsson, Racnar. Millerands Presi- 
dentur: En Studie Over Presidentmakt 
och Parliametarism I Frankrike. Pp. 
xvi, 319. Uppsala: Almquist & Wiksells 
Boktryckeri, 1938. Kr. 5.50. 

This study of the political leadership of 
Alexandre Millerand and of postwar parlia- 
mentarism in France comes now at an un- 
usually appropriate time, when the world Ís 
again ready for war. It would be unfair 
to say that the policies of Millerand were 
responsible for the insecurity which has 
oppressed Europe for the past two decades, 
but this unfortunate statesman will never 
be able to escape some part of the blame 
for the holocaust that is to come. He en- 
tered public life as a socialist in 1896, 
when he laid down the principles of action 
to be followed by his party. He aided ma- 
terially in the task of uniting the party in 
the Chamber, but when he joined with 
Waldeck-Rousseau as a member of an op- 
position cabinet, he split the party and was 
expelled from it. He soon benefited by the 
unionist sentiment that prevailed during 
the war, and for a time served as Minister 
of War. Later he took part in the restora- 
tion of Alsace Lorraine, served as Minister 
of Foreign Affairs, and in 1920 was elected 
President of France. In this office he 
lasted four years, becoming a senator after 
his fall. An ardent nationalist, he aided in 
the formation of the Bloc National. 
Though not so bitter as Clemenceau or 
Poincaré, he took part in the campaign to 
abase Germany, and he was never able to 
reverse this policy, which today is recog- 
nized as having such unhappy results. 

Of course, it is easy now to be wise after 
the fact. Millerand, like Poincaré, fol- 
lowed the course which most Frenchmen 
approved at the time, When it is a ques- 
tion of rating the Presidents of France ac- 
cording to competence, scholars are always 
puzzled by Millerand. He does not strike 
them as an able man in a class with Gam- 
betta, Ferry, or Clemenceau. Neither does 
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he seem as weak as Deschanel or Falliéres. 
He resigned in 1924 simply because he was 
too partisan. and too close to Poincaré. He 
failed as President, therefore, precisely on 
account of the reason that he succeeded as 
Premier—because he was a good party 
leader. On assuming office, he even de- 
clared that the powers of the Presidency 
should be increased and the office approxi- 
mated to that of the United States. He 
constantly interfered with the business of 
government, and when he made his famous 
speech at Evreux in 1923 without the Pre- 
mier’s authorization, he signed his own 
death warrant as President. The French 
Presidency does not tolerate an aggressive 
personality. One is tempted to dwell on 
this topic and to compare the regime of 
Millerand in France with that of Hinden- 
burg in Germany and Svinhufvud in Fin- 
land. Perhaps there is something unique 
about all European presidencies which dis- 
tinguish them from our own. 

Dr. Simonsson does not follow this en- 
chanting path. He sticks to his last and 
gives us a clearly written, completely docu- 
mented, historical account of Millerand’s 
rise and fall from 1919 to the day of his 
forced resignation. The bulk of his work 
is based on direct observation, interviews, 
and articles in newspapers and periodicals. 
It is lively, accurate, and dispassionate re- 
porting of “current history.” In his con- 
clusions he avoids the facile and false gen- 
eralization that changes in ministry or even 
shifts in the office of President betoken 
political instability. He views the flexi- 
bility of the French political system as of 
the essence of democracy. Yet, as these 
lines are written, one cannot help feeling 
that the French political system is of small 
importance. The geographic position of 
the French and their own fatal blindness to 
the consequences of their policy of “se- 
curity” have betrayed them. It matters 
not how responsive a government may be 
to the will of its people if that will is 
selfish and unintelligent with respect to the 
rest of the world. 

Roy V, PEEL 

New York University 


LLoyD GEorGE, Davo. Memoirs of the 
Peace Conference. Vol. I, pp. xx, 490; 
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Vol. II, pp. xvii, 491-964. New Haven: 

Yale University Press, 1939. $10.00. 

Whether considered as a historical docu- 
ment, as a brilliant piece of historical writ- 
ing,.or as the literary tour de force of a 
statesman who had attained the pinnacle 
of political success a full generation ago, 
David Lloyd George’s Memoirs of the 
Peace Conference is a work of major im- 
portance; no other writing of our time, 
with the possible exception of Winston 
Churchill’s World Crisis, has such diverse 
claims to attention. The examination and 
evaluation of the documentary evidence 
here presented so lavishly may be left to 
the learned historical journals; however, 
even the casual reader will recognize and 
profit from the wealth of new information. 
As for the personal element, it is only nec- 
essary to recall that in 1909 Mr. Lloyd 
George occupied a position in British na- 
tional life comparable to that of Mr. 
Roosevelt in America today, comparable in 
the audacity of his proposals for reform, 
comparable also in his ability to inspire 
adulation and enmity. As Premier during 
the war and early postwar years, he gained 
a new and even greater importance in Great 
Britain and in the world. In 1922 his years 
of power ended, but to this day he remains 
a formidable opponent. After his fall, he 
poured into writing his still tumultuous en- 
ergies, His war memoirs were powerful, 
hardhitting; his memoirs of the peace con- 
ference will be read long after interest in 
the events described has lessened. They 
contain the wisdom of a master of politics. 

Since this is frankly a defense of his own 
handiwork, the reader will not expect cool 
impartiality from Mr. Lloyd George. His 
preface promises scrupulous regard for 
truth; but, fortunately for artistic per- 
fection, he does not fulfill his promise. 
, His portrait of Woodrow Wilson, for in- 
_ Stance, is grossly distorted, but it is word- 
painting of the highest order. Rarely has 
the reputation of a great leader been at- 
tacked so skillfully, so subtly. Against ev- 
ery flat, uninteresting virtue is set some 
defect which strikes the imagination like a 
hammer blow, and at the end comes the 
damning verdict: “this extraordinary mix- 
ture of real greatness thwarted by much 
littleness.” 
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When all allowance has been made for 
passionate partisanship, the story told by 
Mr. Lloyd George is worthy of thoughtful 
consideration, not only as a judgment on 
past history, but as a guide through our 
present perplexities. He sets out to prove 
that the Peace of Paris was by any stand- 
ards a good settlement, and in the light of 
the difficulties of 1919 a remarkably good 
settlement. He attributes the tragedy of 
the last two decades not to the treaties, but 
to what came afterwards. Much of his 
indictment is relevant only to Europe; but 
he makes a good case against us. The 
United States, he argues, helped to create 
the world of 1919, a world in which Ger- 
many was denied the position to which she 
was entitled by the number, the energy, 
and the ambitions of her people. Our 
weight had helped to create a balance of 
forces; when we took our weight out of 
the balance, the settlement established with 
our aid was inevitably and disastrously de- 
stroyed. 

We may well ponder this indictment to- 
day when we are again tempted to throw 
our weight into the European balance. We 
undoubtedly can sway the balance as we 
will; but if we intervene and then desert 
our allies, will not the confusion and ten- 
sion of the last two decades be repeated? 

RAYMOND J. SONTAG 

Princeton University 


BRANDT, KARL. The German Fai Plan and 
Its Economic Setting. Pp. xii, 344. 
Stanford University, California: Food 
Research Institute, 1938. $3.00. 

Social objectives in Germany, under 
pressure of autarchy, are taking on new 
forms. Diet habits are being changed, nat- 
ural resources are being exploited along 
planned paths, and marketing arrangements 
are being rearranged in the interests of a 
national self-sufficiency in foods. The stu- 
dent is impressed with the difficulties that 
confront a nation when such a planned 
program is attempted, and however 
strongly one may differ with the objective 
sought (others will suggest themselves as 
being more worth while) the method of 
achieving this objective is of interest. 

The social objective of the Fat Plan in 
Germany differs from what it would be in 
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other countries. Whereas here, for ex- 
ample, if such a plan were consciously 
adopted, its objective would be to maxi- 
mize the supply in conformity with the 
physical and health needs of the nation, in 
Germany the objective is to readjust pro- 
duction so that the fats the country needs 
shall be produced within the country. 

This means that imports of fats must be 
discouraged and production of domestic 
fats be encouraged. The fat progranm- 
cluding oils as well as butter and~Animal 
fats, was carried out by tariffs, import 
restrictions, production subsidies, market- 
ing quotas, price regulations, and a mass 
of other measures made possible by the 
authoritarian nature of the government. 

In sum, a precarious balance seems to 
have been attained. Whether such self-suf- 
ficiency, attained by a complex administra- 
tive process at great loss to the real income 
and by distorting the natural productivity, 
actually will make for self-sufficiency in 
times of war is problematical. Professor 
Brandt has his doubts. “It can only be 
hinted that the drain of man power, horses 
and mechanical draft power, reduction in 


supply of fertilizer (since nitrogen hap-. 


pens to be a major war material) and im- 
plements, and the more wasteful disposal 
of food and feed supplies will probably up- 
set the whole calculation in any war that 
assumes large dimensions and stretches 
over a long period of time.” 

One is tempted to contrast this system 
of German autarchy in agriculture with 
our own attempts at agricultural adjust- 
ment, The objectives are totally differ- 
ent, but there is a similarity of method that 
is disconcertingly familiar. One can easily 
attempt to make parallels of the social 
conscription of agriculture, our attempts at 
marketing quotas, the tariff, and the wide- 
spread sympathy for some kind of export 
subsidy. We may scoff at the ideal of 
national self-sufficiency brought about by 
autarchy, but the same things are done and 
the same goals are reached by a protective 
tariff policy. One may even argue that the 
social objective of autarchy is more hon- 
estly stated and possibly more worth while 
than the social objectives of our tariff 
which finally ruined our agriculture in the 
interest of profits for industry. 
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Professor Brandt of the Food Research 
Institute, formerly Ordenilicher Professor 
of the Landwirtschafiliche Hochschule, 
Berlin, deserves the thanks of American 
economists for his competent work in re- 
viewing the administrative processes that 
go to make up the German Fat Plan. With 
dexterity, Professor Brandt leads the reader 
through the maze of administrative proce- 
dure encountered by the complex food 
problem of a nation of sixty million con- 
sumers. 

BERNHARD OSTROLENK 

College of the City of New York 


TEMPERLEY, HAROLD, and LILLIAN M. PEx- 
son. Foundations of British Foreign 
Policy from Pitt (1792) to Salisbury 
(1902). Pp. xxx, 573. New York: The 
Macmillan Co., 1938. $7.50. 


This is a scholarly and useful volume of 
nearly two hundred documents, many of 
them not heretofore published, on British 
foreign policy from the beginning of the 
French Revolution to the Japanese alliance 
(1902), and the end of the policy of isola- 
tion. The selections are made from a rich 
and wide variety of sources—official and 
private letters, instructions to representa- 
tives, reports of English and occasionally 
of foreign diplomats, speeches, and other 
public statements. Together with the in- 
troductions and notes, they reflect the ma- 
ture knowledge of the editors and their 
intimate acquaintance with the materials 
for the history of European international 
relations of the nineteenth century. 

The choice of documents is not based 
on the light they may throw on inter- 
national relations in general; that is inci- 
dental. The selections were made because 
they elucidate British foreign policy in par- 
ticular, revealing, as the editors express it, 
“British mentality and the British way of 
looking at foreign relations.” The arrange- 
ment is chronological under the successive 
Foreign Secretaries, with a historical intro- 
duction for each. Nevertheless, there is a 
certain unity, not only in the fact that 
certain larger problems are common to 
many, but also in the fact that there ap- 
pears throughout an attitude of mind on 
international affairs that is distinctly Brit- 
ish in character. Thus, while there were 


200 


frequent inconsistencies and paradoxes in 
the conduct of foreign affairs, and often 
radically different views as to what Great 
Britain’s policy should be, certain basic 
ideas and principles were always axiomatic 
in the conduct of Great Britain’s foreign 
_ policy. 

For example, the application of the 
views on the value of nonintervention 
by Canning and Castelreagh differed greatly 
from that of the “robust” Palmerston, who 
loved to have the lion roar, but at bottom 
they were not far apart. Gladstone’s devo- 
tion to “Little England” and his plea for 
arbitration of international difficulties lent 
a totally different appearance to England’s 
foreign policy from that derived from Dis- 
raeli, who dreamt of empire and a “Greater 
Britain.” 

Practically all the Foreign Ministers, 
regardless of their personal idiosyncra- 
sies or convictions, sincerely paid hom- 
age to the sanctity of treaties; to a 
reasonable connection between foreign af- 
fairs, Parliament, and the electorate; to 
the principle of nonintervention and avoid- 
ance of commitments and guarantees, and 
to the support of the European balance of 
power. That these guiding principles, if 
one may so designate them, were due quite 
as much to the Foreign Office as to the 
Foreign Secretaries and British mentality, 
is, in the opinion of the reviewer, not suf- 
ficiently stressed. The Foreign Office was 
continuous and operated on traditions of 
long standing that could not easily be dis- 
rupted even by a Palmerston or a Salis- 
bury. 

The technique and editorial work of the 
volume is excellent. Not only are the doc- 
uments faithfully and accurately given, but 
the sources are clearly indicated, with sug- 
gestions as to their whereabouts and the 
nature of others bearing on the subject. 
Altogether, the volume is a model of schol- 
arly publication of source materials that 
are both interesting and illuminating. Ev- 
ery inducement should be held out to the 
editors to do a companion volume for the 
later period, including, it is hoped, mate- 
rials down to and through Munich and the 
policy of appeasement. 

WILLIAM E., LINGELBACH 

University of Pennsylvania 
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Morton, A. L. A People’s History of 
England. Pp. 517. New York: Ran- 
dom House, 1938. $3.00. 

An Englishman’s interpretation of Eng- 
land’s history is particularly timely after 
the recent studies of that country from 
the French point of view in Andre Maurois’ 
The Miracle of England and from the 
American in James Truslow Adams’ Build- 
ing the British Empire. Strangely enough, 
both French and American studies have 
been by Anglophiles in sympathy with 
orthodox theories of English history, while 
Mr. Morton’s book is a leftist-Liberal in- 
terpretation which definitely departs from 
the orthodox. 

Mr. Morton’s concept of English history 
particularly modern English history—is 
quite definite. It is “the transition from 
a quantitative change—wars becoming more 
costly, the exploitation of colonies more 
profitable, the capitalists becoming more 
rich—to a qualitative change—a change 
jrom a country predominantly agricultural 
to a country predominantly industrial, from 
an economy dominated by merchant capi- 
tal ¢o one dominated by industrial capital, 
from a country with class conflicts rela- 
tively masked and suppressed fo one di- 
vided into classes violently and inevitably 
antagonistic.” 

It is not, of course, actually a history of 
England, but an essay in historical inter- 
pretation, that Mr. Morton has written, 
He is not concerned with searching out 
new facts, but with relating the several eras 
of his country’s past and drawing there- 
from a social moral. 

Such a class-conscious interpretation 
finds at hand much usable historical mate- 
rial in the Island Empire. The age of 
Roman occupation of Britain passes nat- 
urally into the beginning of feudalism; then 
come the successive centuries of conflict 
between the rival aristocracies, the rise of 
Tudor agrarianism, gestation of the Crom- 
wellian revolution, the oncome of Whig- 
gery, eighteenth- and nineteenth-century 
imperialism, the industrial revolution and 
the attendant growth of working-class con- 
sciousness, and the World War. 

The chief flaw of the book is its failure 
to carry this interesting story down to the 
present. Mr. Morton disposes of Eng- 
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lands postwar history in a half-dozen 
pages, and this is not adequate for the 
events at home and abroad—the labor ac- 
tivity of the twenties, the Ghandi-stirred 
unrest in India, the increasing conservatism 
of imperial foreign policy, to mention only 
a few—which have drastically revised the 
story of England since 1918. 
WILLIAM F. SWINDLER 
University of Missouri 


Maccosy, S. English Radicalism 1853- 
1886. Pp. 432. Chicago: University of 
Chicago Press, 1938. $5.00. 


Dr. Maccoby published three years ago 
a volume on English radicalism from 1832- 
1852. The present volume continues the 
detailed analysis of the progressive forces 
in England, their agitation, and the reforms 
which they proposed and partly carried 
through, down to 1886. Behind all the 
many reforms realized in England in the 
age of reform was the steadfast propa- 
ganda and pressure of many societies and 
periodicals which are today half forgotten. 
This reforming zeal exerted itself in many 
fields: in administration and in the estab- 
lishment of the civil service in Ireland and 
in the Empire, in religious questions and 
in parliamentary reform, in education and 
in the position of labor. The author has 
gone through much generally neglected ma- 
terial and has unearthed the long and inter- 
esting story of many of the real and popu- 
lar forces behind government actions. 

The book, replete with quotations and 
footnotes, is no easy reading, but it repays 
careful perusal by everybody who is in- 
terested in the history of progress in the 
nineteenth century, and who will be able 
to draw a number of useful conclusions and 
parallels to the struggles of our own days; 
and this comparison will allow us to see 
many of the reform struggles of the present 
in a truer perspective. 

For the historian, an important period 
of English history comes to life out of 
these pages with greater relief than out of 
the ordinary histories which center more 
upon the official documents and the great 
papers like the London Times or some of 
the well-known monthlies and quarterlies. 
The author has also perused the manuscript 
sources of labor and reform organizations 
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which are in the Howell collection in the 
Bishopsgate Institute. The book will in- 
terest the historian as well as the social 
scientist. It is to be hoped that the author 
will soon be able to publish the third vol- 
ume, which will probably carry the history 
of English radicalism down to 1940. 
Hans Kon 
Smith College 


Rogerts, MICHAEL, The Whig Party 
1807-1812. Pp. viii, 453. New York: 
The Macmillan Co., 1939. $8.00. 
Thorough if not thrilling, this book is 

devoted to a minute and able analysis of 

six years of an English party in opposition. 

The author, now professor of history in the 

Rhodes University College at Grahams- 

town, South Africa, and at one time a visit- 

ing fellow at Princeton, has ransacked pub- 
lished and unpublished manuscript sources, 
memoirs, newspapers, periodicals, and 
much else, to demonstrate why the Whig 
party failed to make more of its oppor- 
tunities in the years following the death of 
Fox. In view of the fact that the Tories 
dominated British politics during most of 
the half-century before the Reform Bill, 
it is interesting to see how, in the shaky 
balance of power in the Commons during 
those years, the Whigs four times nearly 

came into power. The picture is not a 

clear-cut one; the most convenient threads 

to follow are the varied personalities and 
issues. 

As for personalities, the Whigs were left 
without a leader comparable to Fox, just 
as the Tories lacked an adequate successor 
to Pitt who had died the year before. 
Grey, who succeeded his father in the 
Lords in 1808, was lacking in energy and 
enthusiasm. Grenville headed a bloc which 
did not see eye to eye with the other Whigs 
on many issues. Mr. Roberts considers it 
unfortunate that Whig leadership in Com- 
mons fell to Ponsonby, uncle of Grey’s 
wife, rather than to Whitbread, who, de- 
spite all his faults, could probably have 
commanded more respect. 

The principal issues upon which the 
Whigs centered were Catholic Emancipa- 
tion, the conduct of the war, and reform, 
both economic and parliamentary. The 
Catholic question alienated part of their 


202 


support in England, and Canning was 
finally able to “steal their thunder” on that 
issue. Their opposition to the war -con- 
sisted chiefly of destructive criticism, and 
“most of the independent members of Par- 
liament were not prepared to trust the 
Whigs to carry on the war any more effi- 
ciently.” The author believes that they 
might have won more popular support by 
stressing reform, for there was a revival of 
interest in that subject during those years. 
On this issue, however, the Grenvillites 
were actively hostile to the reformers. Mr. 
Roberts remarks that the latter “were a 
disorderly corps of sharpshooters rather 
than an organized army; and hence it hap- 
pened that the more advanced of them 
were fired upon by their own heavy ar- 
tillery, and did not hesitate to make imme- 
diate reply.” 

Lack of homogeneity and of agreement 
upon an effective program, therefore, cost 
them their chance for power. The Tories 
remained in office for nearly a quarter- 
century after 1807 and eventually pushed 
through Catholic Emancipation. The war 
by that time was of course a dead issue, 
and it was reform that would eventually 
give the Whigs the opportunity to return 
to office for the great achievement of 1832. 
Altogether, this substantial book, which ap- 
pears in the series of Studies in Modern 
History edited by .L. B. Namier, performs 
a useful service in filling a niche in the 
story of English party history. 

ROBERT G. ALBION 

Princeton University 


SmitH, Witu1amM Roy. Nationalism and 
Reform in India. Pp. vi, 485. New 
Haven: Yale University Press, 1938. 
$5.00. 

The scope of this book is the series of 
events connected with India’s political na- 
tionalism during the past fifty years, the 
maneuvers of Indian nationalist organiza- 
tions. and of the Government of India and 
Parliament, and the immediate issues of 
conflict motivating various groups, such as 
the Indian National Congress, the various 
Moslem organizations, the Sikhs, and the 
Indian princes. The discussion is full, 
documented, and highly accurate. 

Yet the book rarely proceeds behind the 
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immediate to the fundamental or focuses 
the details upon major points. The causes 
and character of nationalism in India, the 
main forces operating for and against it, 
the objectives before it, and the probable 
achievements are ignored. Presumably the 
reason is lack of understanding: for ex- 
ample, only a page is devoted to the cul- 
tural sources of nationalism, a page which 
a little later in the book is referred to as 
though it had covered the subject. Al- 
though the book is a useful guide to oc- 
currences, it is no interpreter; and a reader 
who lacked a knowledge of the history of 
civilization in India would lay the book 
down still puzzled as to why nationalism 
should ever have arisen in India, and prob- 
ably convinced that it is all just a dull 
confusion. : 

Two great movements are, indeed, under 
way at present in India. One is a political 
revolt against British imperialistic domina- 
tion. The other is a reaffirmation of In- 
dia’s ancient stream of culture and the 
adaptation of that culture to the demands 
of the modern world. Of the two, the po- 
litical revolt has in recent decades been the 
more immediately striking: it contains the 
more obvious drama; its implications in 
world politics are the more apparent. But 
in the long view, the other is the more 
important, and only as it is understood 
does the former have meaning. 

The book appears first to have been 
completed about 1930. Events since that 
time are ignored or alluded to briefly. 
Gandhi’s famous campaign in 1930-31 and 
again that of 1932 get very brief mention, 
although in the first it was estimated that 
between 40,000 and 60,000 people had been 
under arrest, and in the second, according 
to an official announcement, nearly 49,000 
had been put in confinement. The effect 
of such inadequate discussion in the year 
1938 is one of disproportion. It might be 
supposed that the two campaigns were of 
no importance; so, too, the years of gov- 
ernment by ordinance that followed. Yet 
these events clearly led to the victories by 
the Congress party in 1937, which gave it 
control of all matters open to legislative 
action in more than half of India. The 
constitution of 1935, now operative, gets 
a chapter of exposition, which outlines the 
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present framework of governmental organ- 
ization; but how it has operated is not dis- 
cussed. The competence of the book, 
therefore, though definite, is limited. 
: W. Norman Brown 
University of Pennsylvania 


Soroxin, Prrmrm A. Social and Cultural 
Dynamics. Vol. I: Fluctuations of 
Forms of Art, pp. xxi -+ 745. Vol. II: 
Fluctuations of Systems of Truth, Ethics 
and Law, pp. xvii- 727. Vol. IIT: 
Fluctuation of Social Relationships, War 
and Revolution, pp. xvii+ 636. New 
York: American Book Company, 1937. 
$6.00 per volume; $15.00 per set of 
three volumes. 


The attempt to review these volumes 
may be regarded as at least as presump- 
tuous an undertaking as the writing of 
them. No single individual known to this 
reviewer has the knowledge requisite to 
pass on the soundness either of all the 
materials or of all the interpretations they 
contain. The evaluations of the work have 
ranged from its enthusiastic acclaim as a 
grandiose analysis and synthesis of our cul- 
tural history and destiny to its denuncia- 
tion as an academic hoax ill concealed be- 
hind an elaborate façade of conceptual and 
statistical pseudo-scientific academic trim- 
mings. Considering the character and the 
scope of the work, the wide divergence in 
the judgments and the ambiguity and con- 
fusion concerning the relevant criteria for 
evaluation are understandable. 

Professor Sorokin has had, and duly ac- 
knowledges, the aid of many scholars in 
providing the factual foundation upon 
which his interpretations rest. Not having 
at his disposal a similar staff, the reviewer 
is inclined to assume that the facts as col- 
lected are trustworthy, and to confine him- 
self to an examination of the treatment 
which the author has given them. Even 
this relatively modest program can be car- 
ried out only partially and tentatively, for, 
while each of the three volumes under 
review undertakes to treat an aspect of 
culture, “a summarized theory of socio- 
cultural change” is reserved for a fourth 
volume which is to appear later. 

The central theme of these volumes is to 
trace the “change and fluctuation of Idea- 
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tional, Idealistic and Sensate Cultures,” the 
author acknowledging that he himself as- 
sumes the “Idealistic standpoint” which he 
claims is “the only point of view that per- 
mits us to see without serious distortion 
both extreme types of integrated culture— 
the Ideational and the Sensate” (p. x). 
Our contemporary culture, Professor Soro- 
kin finds, is a “typical Sensate culture in 
its postmature stage,” and since he likes 
his cultures vigorous and ascendant rather 
than overripe and withered, despite his 
fondness for it, he is resigned to its decline. 
He views this prospect with optimism be- 
cause it will not necessarily mean the end 
of Western culture, but possibly a turn to 
new creativeness. The basis on which So- 
rokin seeks to determine “the nature and 
change, the dynamics of integrated culture: 
its types, its processes, its trends, fluctua- 
tions, rhythms, tempos” is in the main 
provided by the records of Greco-Roman 
and Western civilizations, and to a less ex- 
tent by Egyptian, Babylonian, Hindu, Chi- 
nese, and Arabic cultures. While Professor 
Sorokin aims to formulate a sociology of 
cultural change, as contrasted with a his- 
tory of cultures, he is quite content to have 
his work described as a Philosophy of His- 
tory. If the author is to be taken literally, 
therefore, it is questionable whether the 
canons of criticism applicable to scientific 
products can be appropriately invoked in 
this instance. 

The method which Professor Sorokin 
professes to follow is a combination of 
what he calls the logico-meaningful, com- 
bined with the causal-functional, i.e., the 
interplay of logical thought or theory with 
relevant empirical facts. Moreover, he an- 
nounces that he has used the numerical 
quantitative method and opened to the 
reader all the data upon which he bases 
his conclusions. In view of Professor So- 
rokin’s frequently expressed skepticism 
concerning the use of statistical methods 
in social matters, one cannot help wonder- 
ing whether he did not intend to carry the 
quantification of fluctuations in war, revolu- 
tion, sculpture, painting, music, literature, 
and philosophy to the point where the ab- 
surdity of this procedure would be clearly 
revealed, Whatever the intentions of the 
author in assembling the quantitative data 
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upon which he seeks to erect his cosmic 
generalizations, no one knows better than 
Professor Sorokin the limitations of a sta- 
tistical paleo-sociology. i 
Professor Sorokin recognizes four types 
of interrelations between the component 
elements of culture. The loosest type of 
interrelationship is found in mere spatial 
-or mechanical adjacency; a higher type of 
association between culture traits is that 
‘due to the operation of an external factor; 
a third and still higher type is what the au- 
thor calls functional or causal integration; 
and the fourth and highest type of integra- 
‘tion is referred to as internal or logico- 
meaningful ‘unity. The terms “causal- 
functional” and “logico-meaningful” do not 
‘merely designate methods of analysis, but 
types of existential phenomena to which 
the corresponding methods of analysis ap- 
ply. In his preference for the designation 
“logico-meaningful,” Sorokin seems to be 
attempting to produce a new methodologi- 
cal approach by grafting the understanding 
sociology of Max Weber onto the logico- 
experimental procedure of Pareto. In at- 
tributing logical unity or consistency to 
pieces of sculpture, painting, music, drama, 
poetry, and architecture, Sorokin relies 
upon a question-begging procedure, for we 
have been accustomed to restrict the prov- 
ince of logic to propositions involving truth. 
Culture elements such as the parts of a 
symphony or a statue do not exhibit any 
logical structure unless they contain or 
unless there are imputed to them asser- 
tions which may be either logical or illogi- 
cal, meaningful or meaningless. When, 
therefore, the author finds a logical rela- 
tionship between the different parts of a 
single work of art, or between all of the 
works of ohe artist, or between the diverse 
avorks of different artists in a given period, 
he appears to be reading his own predilec- 
tions into these works rather than dis- 
covering a logic that inheres in them. Sim- 
ilarly, although a work of art or a system 
of thought may embody the meanings of 
its creator and be capable of. conveying a 
meaning to a spectator, Professor Sorokin 
suggests no way of testing the actual cor- 
respondence of the meaning which he at- 
tributes to these works with the meanings 
-which. supposedly inhere in them, aside 
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-from the assertion that competent persons 


can feel them (Vol. I, p. 20). 

Even granting that what is offered in 
these volumes is a highly suggestive series 
of clues for overcoming the deficiencies of 
Statistical correlation procedures in giving 
us an adequate interpretation of the co- 
existence of the elements that comprise a 
culture, there is no indication that Pro- 
fessor Sorokin has successfully grappled 
with his avowedly central problem of cul- 
ture change. After demolishing the straw 
men erected by previous social philoso- 
phers, we are presented by the author of 
Social and Cultural Dynamics with a the- 
ory of fluctuations in systems of society, 
art, and truth which relies upon no more 
convincing explanations than the following: 

“The congeries is changed by mere 
chance; the systems change according to 
the course of life which is predetermined 
for them by their very-nature” (Vol. I, p. 
50). “Similarly, at a certain point in its 
history (slightly accelerated or retarded by 
the external circumstances) the cultural 
system must undergo its inwardly ordained 
change” (Vol. I, p. 53). Perhaps the task 
which Professor Sorokin has set for him- 
self is insoluble at the present stage of our 
knowledge, but it is rather disappointing 
that after such prolonged, diligent, and 
brilliant effort we should be presented with 
“immanent self-regulation and self-direc- 
tion” (Vol. I, p. 51) as the principle of so- 
cial change. 

Whatever might be the proper appraisal 
of the scientific value of this work, our 
academic ‘generation, immersed as it is, as 
Professor Sorokin would say, in “sensate” 
empiricism and scientific specialism, can 
well afford such a daring ideational splurge 
as this, conceived on a grand scale, and 
executed with such diligence, erudition, and 
imagination. Lours WIRTH 

University of Chicago ; 


BARNES, Harry ELMER, and Howard 

- BECKER.. Social Thought from Lore to 

- Science. Vol. I, pp.-xxiv, 790, lxxxiv; 

- Vol. II, viii, 791-1178, Ixxvii. Boston: 
D. C. Heath & Co., 1938. Vol. I, $5.00; 
Vol. II, $4.50. 


These two volumes are indispensable as 


‘an introduction to contemporary social 
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thought. They are comprehensive in scope, 
unique in conception, and splendid in exe- 
cution. The first volume traces the history 
of social thought from the implicit social 
lore of preliterate peoples to its more ex- 
plicit formulations in the religious, moral, 
and legal literature of the early civilizations 
of the Far East and the Near East and its 
critical self-awareness in the social philoso- 
phies of the Classical Greco-Roman world, 
and then on through its centuries of de- 
velopment in the Medieval Church, the 
Reformation, and the Renaissance, to its 
contemporary emphasis upon scientific ob- 
jectivity and verification through historical 
documentation and the direct observation’ 
of contemporary sociological phenomena. 

The second volume is devoted to a more 
intensive survey of the development of 
sociology as a specialized field of research 
during the nineteenth and twentieth cen- 
turies in each of the major language areas 
of the world. Special chapters or sections 
are devoted to the British Isles, France and 
French Switzerland, Belgium, Germany and 
Austria, the Netherlands, Scandinavia, the 
United States of America, Italy, Russia, 
Czechoslovakia, Poland, Hungary, Yugo- 
slavia, Rumania, Greece, Turkey, Spain 
and Portugal, Latin America, India, China, 
and Japan. 

A work of such scope must necessarily 
depend largely upon secondary works, and 
enlist the co-operation of scholars in many 
fields. The authors have freely used the 
work of numerous assistants, who have 
been recognized in the Preface and indi- 
cated in the unusually detailed and useful 
Table of Contents in each volume. As in 
all composite works, the various sections 
are of very uneven quality, but better the 
risks of partial failure in an attempt to 
understand the development of social 
thought in adequate perspective than the 
total failure to make the attempt. It is 
unfortunate, however, that more careful 
clerical work was not done in checking 
dates, names, and titles, including, inci- 
dentally, the name of the reviewer! 

Histories of social thought have in the 
past employed chiefly the biographical 
method, and have traced the development 
of the more fruitful social theories through 
the writings of their principal exponents. 
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But these volumes break new ground. The 
authors, especially Professor Becker, have 
attempted to present the material from the 
standpoint of the German Wissenssoziolo- 
gische school; that is, they have attempted 
to place all social theories in the light of 
their social and cultural contexts. This 
method is especially valuable as a correc- 
tive to the tendency of the casual reader of 
the classics in any field of thought to find 
in ancient writings doctrines which are 
confused with modern theories and points 
of view to which they have only a super- 
ficial resemblance—a confusion which arises 
because the reader is not equipped to in- 
terpret the writers of former epochs in the 
light of their contemporary situations. 
Howarp E. JENSEN 
Duke University 


MAcFARLAND, CHARLES S. The Christian 
Faith in a Day of Crisis. Pp. 226. New 
York: Fleming H. Revell Co., 1939. 
$1.50. 


From a work by Adolf Keller, the author 
quotes a passage which might well be used 
as a superscription of the thirty-odd vol- 
umes which he has reviewed under the 
above title: “Es ist heute klar geworden 
... dass die Welt nicht von der Wirt- 
schaft her; sondern vom Geist und der 
Liebe her Erlösung suchen muss.” 

For Dr. Macfarland has presented in the’ 
contents of this volume the viewpoints and 
convictions of the leading writers of our 
day who believe that the ultimate issues lie 
in the realm of the spirit of man. The 
reader is impressed by the list of thinkers 
in many lands who are turning under the 
pressure of contemporary conflicts to the 
consideration of the faith by which men 
live and act. Mackintosh and Cairns and 
Dickie of Scotland, the Russian’ Berdyaev, 
Brunner and Keller of Switzerland, Sasse 
of Germany, Kraemer of the Netherlands, 
and Jacques Maritain of France, are found 
discussing much the same problems as the 
Archbishop of York, the Dean of St. Pauls, 


-and Josiah Stamp of the Bank of England; 


while on this side of the Atlantic the 
voices are, among others, those of William 
Adams Brown, Reinhold Niebuhr, Rufus 
Jones, and Eustace Haydon. 

Within the scope of two hundred pages 
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it would obviously be impossible to define 
or analyze the thought of men with such 
divergent backgrounds as Berdyaev, Barth, 
Maritain, and Kierkegaard, to mention but 
a few included in this volume. Dr. Mac- 
farland’s aim is rather to provide a hand- 
book of the creative authors in the various 
parts of Western Christendom, giving 
enough of each to indicate the standpoint 
of each, and suggesting where lie the vital 
points of contemporary religious thinking. 
Naturalism is being superseded by new 
forms of supernaturalism, and among 
Christian thinkers there is a new emphasis 
on Revelation. The old type of Humanism 
is being discarded—it is not yet clear what 
forms the new will take. There is a tan- 
gible renewal of Christian forms of 
thought, and some believe that in the at- 
mosphere of crisis it is more apparent what 
were the original meanings of the Scrip- 
tural documents. The human spirit is dis- 
covering that the eternal issues are “God” 
and “man,” “sin” and “holiness,” and on 
these problems light is shed by religion 
when elsewhere the darkness thickens. 
This book will have value for those who 
are asking what is the Christian Church 
thinking in these days of crisis. And there 
are quarters where information is needed, 
if we agree with the author that William 
Adams Brown’s appraisal was correct when 
he wrote, “I sometimes wonder whether in 
all the areas of our national life there is so 
widespread an ignorance of what is hap- 
pening in contemporary religion as in the 
faculties of our great universities.” 
CONRAD BERGENDOFF 
Augustana College 


Kent, SHERMAN. Electoral Procedure un- 
der Louis Philippe. Pp. ix, 264. New 
Haven: Yale University Press, 1937. 
$2.50. 

This elaborately documented study of 
the electoral mores of the July Monarchy 
has a twofold value. From the purely 
antiquarian point of view, it provides an 
illuminating diagnosis of the système 
Guizot as a phase in the evolution of 
French political institutions. For the stu- 
dent of contemporary French politics, it 
supplies a rich background which does 
much to explain the persistence of certain 
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tendencies peculiar to the administration 
of elections in the Third Republic. Not a 
little of present practice may be traced 
back to the corrupt electoral system of 
Louis Philippe’s day, which helped to set 
the stage for the radical Revolution of 
1848. Many of the Constitution-makers of 
1875, the Orleanists in particular, had 
learned a generation earlier the “fine” art 
of manipulating voters’ lists, using admin- 
istrative patronage, and distributing “pork 
barrel” favors in order to insure victory 
for the government’s parliamentary candi- 
dates. 

In addition to revealing how such tactics 
enabled bourgeois “standpatism” to retain 
the reins of government for eighteen long 
years, Professor Kent throws interesting 
light upon the emergence of modern French 
party organization. His indefatigable comb- 
ing of newspaper and pamphlet material 
gives the reader an impressive notion of the 
rampant fecundity of French political jour- 
nalism during the July Monarchy—before 
its freedom was muzzled by the governing 
class. It was in large part to secure effec- 
tive liberty of discussion, and along with 
it a widened franchise and an honest 
vote, that the revolutionary movement 
of 1848 finally brought down the Mon- 
archy. 

A few unimportant ambiguities and in- 
accuracies have, unavoidably perhaps, crept 
into the volume. For example, the figures 
cited on page 125, as to the size of the 
French civil service in the 1830’s, are mis- 
leading. If they are intended to refer only 
to central government employees, they are 
undoubtedly too high. Again, it is at least 
implied (page 106) that the “official candi- 
dature” is still typical-of French electoral 
practice, whereas it has in fact largely dis- 
appeared since the World War. The term 
“cabinet” is occasionally employed as 
synonymous with “council of ministers.” 
A certain clumsiness of style here and there 
mars the literary presentation. But the 
solid scholarship of Professor Kent’s as- 
siduous labors clearly makes his book a 
credit to the Yale Historical Studies in 
which it appears. 


WALTER R, SHARP 


University of Wisconsin 
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FARLEY, James A. Behind the Ballots. 
Pp. 392. New York: Harcourt, Brace 
& Co., 1938. $3.00. 


Those who are interested in political bi- 
ographies, reminiscences, and autobiogra- 
phies—and they are an increasing number 
—will find this volume by the Chairman of 
the Democratic National Committee highly 
interesting. It is so well written that one 
is inclined to wonder if he had any assist- 
ance from the corps of capable journalists 
surrounding the Administration and the 
National Committee. It has all the ap- 
-pearance and charm of frankness, but when 
one comes to analyze it, one finds that 
there has been no substantial contribution 
of new matter or new light on the Roose- 
velt administration. Take, for instance, 
the chapter on the President. It is exactly 
what one would expect: pleasant, compli- 
mentary, admitting no fault or mistake be- 
yond what is generally known. 

Perhaps an exception should be made of 
the chapter on the Post Office Department, 
which is an illuminating discussion. Mr. 
Farley says: “The expansion of the depart- 
ment into one of the mammoth business 
organizations of the modern world was per- 
haps one of the things that Benjamin failed 
to foresee, although he was shrewd beyond 
his generation in understanding how the 
physical sciences could be developed to 
meet the needs of man. In Franklin’s day, 
the postal service was a puny affair, with 
annual revenues of less than $100,000, de- 
pending for its mail delivery upon horse- 
back riders or upon slow-moving coaches 
that jolted for days over rutty roads. To- 
day, the department has annual revenues in 
the neighborhood of $730,000,000; it em- 
ploys more than a quarter of a million men 
and women to perform many and far-flung 
activities; and its mails move forward with 
streamline speed” (p. 253). 

Of course Mr. Farley is “compelled to 
confess” that the Post Office Department 
is “one of the most efficient publicly owned 
business organizations in the world, and the 
service it renders is seldom eclipsed, or 
even matched, by private industrial or- 
ganizations comparable in extent. The cost 
of mailing a letter is down just about to a 
minimum, deliveries are regular and 
prompt, and the department performs its 
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functions with a minimum of friction and 
with very little criticism, public or private. 
The credit for this superb record of pub- 
lic service is due in large measure to the 
esprit de corps, which has been built up 
through the years among postal workers 
themselves, and to the contributions of 
many able Postmasters General who have 
held office under both Democratic and 
Republican administrations” (pp. 253- 
54). 

This quotation, ‘the facts of which might 
be and no doubt will be challenged, illus- 
trates Mr. Farley’s style and his methods 
of advocacy. In other words, the volume, 
which does not pretend to be a contribution 
to political science, may appropriately be 
called a high-class campaign book. It 
abounds in many a pertinent comment. 
For instance, when the author is discussing 
the landslide of 1936, he remarks, “Once 
the slide is on, nothing can be done to 
stop it, and very little, if anything, can be 
done to help its progress” (p. 321). 

The publishers’ claim that James Farley 
is the “hardest working and most aston- 
ishingly successful American politician to- 
day” is quite justified, and this personal 
account of his career, with its abundant 
references to personalities, events, tactics, 
and struggles which have been headline 
news for years, is a very interesting con- 
tribution. It is an apparently frank record 
of the business of politics, of the machin- 
ery that hums backstage so that history 
can be made out front. Mr. Farley dis- 
cusses his part in passing out party patron- 
age, the furor created by special stamp 
issues, and other incidents which found 
their way, in some version or other, into 
the news. He discusses also his associa- 
tions with Huey Long and what was known 
of the latter’s intentions about the 1936 
Presidential campaign. He also touches 
upon happenings in Washington since 1936 
when he had the satisfaction of seeing his 
job supremely well done, following his 
definite prediction that forty-six of the 
forty-eight states would vote to re-elect the 
President. 

Nevertheless, one cannot help feeling 
that the half has not been told. 

' CLINTON Rocers WooDRUFF 

Philadelphia, Pa. 
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Waite, WILLIAM ALLEN. A Puritan in 
Babylon. Pp. xx, 460. New York: The 
Macmillan Co., 1938. $3.50. 

When an eminent journalist sets about 
the study of a political enigma, the world 
gains the product of grand reporting in 
fascinating form, even though the problem 
remains unsolved. No man living could 
make this adventure with greater certainty 
of thorough analysis or more intertaining 
massing of facts than William Allen White. 
And no man, living or dead, could prove 
more baffling to the explorer than Calvin 
Coolidge. It may be that Mr. White con- 
fessed his defeat as a solver of his problem 
when. he erased a conventional title, Life 
and Times of, or Biography of, and 
shielded himself behind the rather ob- 
scuring one of A Puritan in Babylon. 

Obviously, the great pains taken to get 
near to his subject, to know him closely, to 
remove all the trappings of office and all 
the shelter of rank which even in a democ- 
racy somewhat remove from intimate view, 
put this keen observer in the least favor- 
able position for a final judgment; for it 
was those who had the best opportunity to 
observe Coolidge all along the way, that 
were most mystified by his rise to political 
pre-eminence, Emporia, Kansas, would be 
fully as favorable a field for discovery of 
the answer as Northampton, Massachusetts. 

When a fellow townsman, closely asso- 
ciated with Coolidge, ordinarily avoiding 
discussion as to him, was one day taken 
off guard by this reviewer with the ques- 
tion “Weren’t you really amazed when he 
became President of the United States?” 
his confessional answer was “Well, I hadn’t 
recovered from my surprise that he was 
Governor of Massachusetts.” Such local 
and intimate views are completely con- 
sistent with high esteem. They denote 
mystification over a political progress in 
disregard of all the prescriptions for grasp 
of popular favor. They sharpen the con- 
tour of the enigma. 

Mr. White has produced an undulating 
biography. It has a level, and a high one, 
of narrative and description, but its topog- 
raphy of estimate has a scenic variableness. 
He takes his hero by a well-marked course 
of distinction to a height of statesmanship, 
and rather abruptly discovers a trait or an 
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insufficiency and drops him to a safer 
grade. The process is repeated over and 
over. The guide seems to discover a short- 
age of breath in his companion in the rare- 
fied atmosphere. Somehow, Coolidge 
seems happier at the lower range, and his 
escort somewhat relieved. The- author 
never settles just the eminence his subject 
deserves, and Mr. Coolidge never gave 
evidence of caring for personal adulation, 
inconsistent as that may seem with his in- 
grained ambition for political office. There 
are instances without number, some of 
them given by Mr. White, of an abrupt, if 
not rude, failure to respond to approach 
even of a complimentary sort. 

Always American citizens will want to 
know about the President who came from 
a rustic region, rose in steady progress from 
office to office, gave no cordial greetings, 
sustained a manner of indifference, shel- 
tered himself increasingly by a habit of 
silence, came by turns of events rather 
than of his own head (to right or left) to 
the highest political office, won such esteem 
as to be sweepingly re-elected, and could, 
apparently, have broken all precedent by 
gaining another term if he had not uttered 
a somewhat cryptic statement that he did 
not “choose to run.” They will have no 
need of further information than Mr. 
White’s book supplies. All the facts are 
there. The author has done masterful re- 
porting. He observantly kept step in the 
trudging to the country school. He pene- 
trated the otherwise unbroken silence of 
the dormitory room at Amherst. He rode 
with his subject in the smoking car of the 
decadent railroad which for years linked 
the termini of Northampton and Boston, 
and gathered the contribution every sta- 
tion-stop made to the education of a future 
governor. He went with him—and here 
he had to take a lively stride—for that 
prompt but silent capture of members 
enough to make sure of election to the 
chair of the State Senate. With less 
searching, he omitted none of the familiar 
advance to Washington, here keeping com- 
pany with Coolidge in his first Pullman 
coach journey. All this, of course, was by 
the appropriation of every scrap of evi- 
dence others could give this tireless re- 
porter. 
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The reader, whether of this or a future 
day, will be richly entertained by the story, 
and he will come to its end, in full com- 
panionship with its author, in possession 
of whatever estimate he had of Calvin 
Coolidge at the outset. He will get a re- 
vealing of the Babylon within which this 
President led his self-sheltering career in a 
period which needs just the philosophical 
analysis that gives this book its distinctive 
claim to civic gratitude. 

HERBERT COLLINS Parsons 

Boston, Mass. 


Haynes, Grorce H. The Senate of the 
United States: Its History and Practice. 
Vol. I, pp. x, 567; Vol. II, pp. 568-1118. 
Boston: Houghton Mifflin Co., 1938. 
$8.50. ` 
In view of the recent resurgence of 

Congressional “independence,” Professor 
Haynes’s study of the Senate is most 
timely. There has been numerous publica- 
tions dealing with one or more important 
aspects of senatorial activities, but the vol- 
umes under review provide the first com- 
prehensive analysis of our national “second 
chamber.” Here is no superficial summary 
of the high lights in the Senate’s history, 
but a monumental treatise, offering every 
indication of exhaustive and meticulous re- 
search, which is, and should long remain, 
the authoritative study in its field. No 
source of material has been neglected. 
Statutes and official documents, Senate 
rules and precedents, committee hearings 
and reports, debates and roll calls, all are 
grist to Professor Haynes’s mill. In addi- 
tion, he has had recourse to the private 
papers of the prominent actors in the sena- 
torial drama, and to correspondence and 
conferences with individual senators and 
representatives, supplemented by his own 
direct reconnaissance of the “citadel of law, 
of order and of liberty.” 

The method of attack combines the his- 
torical and the institutional. The intro- 
ductory chapters succinctly relate the -plan- 
ning of the Senate in the Philadelphia 
Convention, the inauguration of senatorial 
precedents in the First Congress, and the 
history of senatorial elections by the state 
legislatures. Those who have recently be- 
rated Senators Glass and Byrd for their 
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‘attitude toward appointments to the Fed- 


eral bench in Virginia might well remember 
that “senatorial courtesy” has been op- 
erative for a century and a half. Similarly, 
these early chapters serve as a reminder 
that senatorial “obstinacy” in the field of 
foreign affairs was a handicap to Washing- 
ton as well as to Wilson or Roosevelt. 
Following this historical survey, the re- 
mainder of Volume I provides a careful 
analysis of senatorial control over its mem- 
bers’ election and qualifications; its organ- 
ization, rules, and procedure; committee 
assignments and operation; senatorial in- 
fluence over fiscal policy; and the peculiari- 
ties of senatorial debate and investigations. 


- Volume II deals in turn with the Senate’s 


relation to foreign affairs; appointments 
and removals, including the cumbersome 
process of impeachment; senatorial privi- 
leges and perquisites, the physical setting 
of the Senate’s deliberations, and its chang- 
ing folkways; the relation of the Senate to 
the President and to the House of Repre- 
sentatives; and a final challenging analysis 
of the changing Senate. Thus the reader 
may obtain a comprehensive picture of the 
Senate in action or find in particular chap- 
ters a reasonably adequate analysis of a 
specific phase of the subject amply docu- 
mented for further individual investigation 
and appraisal. Professor Haynes deserves 
the thanks of every student of the Ameri- 
can political scene for his scholarly syn- 
thesis. 

In the matter of appraisal of senatorial 
practice, the author largely succeeds in an 
objective presentation of all relevant mate- 
rial, from which the reader may draw his 
own conclusions. Occasionally, however, 
as in his discussion of impeachments, of 
investigating committees, and of the 
“changing Senate,” he indicates an accep- 
tance of certain assumptions that demand 
reconsideration. Among these is the shib- 
boleth of an “independent” judiciary. 
That the courts should be freed, so far as 
is humanly possible, from contact with 
patronage politics and the corrosive pres- 
‘sure of personal advantage, is admitted. 
It does not follow that such independence 
necessitates the determination of broad 
questions of public policy by any group of 
men answerable solely to their individual 
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consciences (see the dissenting opinions of 
Mr. Justice Holmes, Mr. Justice Brandeis, 
or Mr. Justice Stone). That President 
Roosevelt’s plea for judicial reorganization 
is debatable would be denied by no one; 
but in our appraisal of the Senate as a 
“citadel of law, of order and of liberty” it 
would be well to discard all constitutional 
mythology and realize that it is impossible 
to divorce what Theodore Roosevelt called 
“real politics” from the governmental proc- 
ess. Far from being distinguished by his 


“judicial” impartiality, John Marshall’s: 


greatest decisions reveal a striking national- 
istic bias, just as Stephen J. Field was a 
resolute crusader for laissez faire, and Ol- 
iver Wendell Holmes for freedom of opin- 
ion. 

In similar fashion, Professor Haynes is 
inclined to reprimand the Senate for per- 
mitting considerations of a sectional and 
economic nature to counterbalance “expert- 
ness” in its approval of nominees to the 
great regulatory commissions. It is suffi- 
cient to recall that these bodies have quasi- 
legislative powers, in the exercise of which 
attention should be given to sectional needs 
and economic interests. The result of ig- 
noring this principle can be seen in the 
manifest unfairness of our railroad rate 
structure as respects the Southern states. 
If taxation without representation be tyr- 
anny, the same is true of all governmental 
activity. 

Tf one may turn from destructive to con- 
structive criticism, it is to be regretted that 
the author does not devote more attention 
to his analysis of the Senate’s role in legis- 
lation. His excellent treatment of sena- 
torial influence over fiscal policies serves to 
whet the reader’s appetite for a similar 
study of other types of legislation. Are 
Senate amendments merely corrections of 
small details and a clarification of language, 
or do they radically modify the policy in 
question? Have the “weasel words” in 
many of our laws been overlooked by the 
Senate, or deliberately inserted in the 
House proposal? To what extent have 
substantial alterations in the substance of 
a law resulted from conference committee 
action? What sectional and economic in- 
terests are dominant in the Senate, and to 
what extent do they correspond with those 
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in the House? Does committee control by 
Southern senators benefit the South as 
similar control by the Aldrich group once 
served New England? If not, why not? 
Such matters are the very life of the legis- 
lative process, and deserve exhaustive treat- 
ment. 

It is to be hoped that Professor Haynes 
will find the time to prepare a third vol- 
ume of senatorial analysis along the lines 
noted. As it is, the student of politics is 
heavily indebted to him for a most impor- 
tant contribution to the literature of Amer- 
ican government. 

THEODORE H. SKINNER 

New York University 


STEVENSON, Marietta. Public Welfare 
Administration. Pp. xi; 352, New 
York: Macmillan Co., 1938. $2.50. 


Tn little more than three hundred pages, 
Marietta Stevenson, with the assistance of 
the staff of the American Public Welfare 
Association and its documentary material, 
has written an encyclopedic work on the 
structure and the function of public wel- 
fare operations on the three levels of Amer- 
ican government: local, state, and Federal. 
As long as the public social services re- 
mained small in extent, relative to other 
governmental activities, no such book was 
even attempted, although one on reading 
it is impressed with the great extent of 
such services that had existed for many 
years before the late lamented 1929. Since 
the Great Depression’s onset, and espe- 
cially since 1933, public recognition of col- 
lective responsibility for the welfare of the 
imperiled members of society has grown 
to undreamed of proportions, until public 
welfare is now the major function of the 
three levels of government, spending sums 
running into the billions each year, and on 
which the welfare and even the lives of 
millions of citizens depend. 

The story is unbelievably complex: three 
thousand counties, an unknown number of 
cities and towns, fifty-one sovereign juris- 
dictions, and one federal authority, all pass- 
ing laws appointing personnel and appropri- 
ating money for welfare purposes make a 
picture so confused that only a master of 
detail could bring anything like order into 
it or describe it in an intelligible fashion. 
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The author has brilliantly succeeded in this 
effort. Some historical background is 
given, but the body of the book is devoted 
to the structure, the functions, and the 
associated problems of the governmental 
agencies of welfare, limiting that term to 
care of the unemployed, the dependent, 
child welfare services, and similar tasks; 
omitting all projects in the field of leisure- 
time activities and group work. 

The central idea of the book may be 
stated as the influence of Federal partici- 
pation begun in 1933 upon the operation 
of state and local welfare bodies; how it 
at once raised the concept of public as- 
sistance to a new plane and forced states 
and localities to improve and equalize their 
own operations, as well as brought into 
sharp relief problems of administration, 
such as boards of welfare in contrast with 
appointed executives, and personnel in this 
field that had remained dormant, not to say 
stagnant, for decades. 

The author is a chronicler, not a protag- 
onist, and although she is writing in a field 
in which there are differences of opinion 
and sometimes emotion, she sticks to telling 
what is; to giving the arguments on both 
sides of a debatable procedure; and rarely 
goes further than to offer tentative conclu- 
sions. It is a “must” book for everyone 
in the field of the public social services, 
and an invaluable guide for the interested 
citizen who wants to know how our govern- 
ment could better care for its endangered 
citizens. 

FRANK J. BRUNO 

‘Washington University, 


St. Louis, Mo. 
Isaxorr, Jack F. The Public Works Ad- 
ministration. Pp. 166. Urbana: Uni- 


versity of Illinois Press, 1938. $1.50 
paper; $2.00 cloth. 

The functions and accomplishments of 
government departments are considered, 
discussed, and criticized, directly or indi- 
rectly, in many books. Seldom, however, 
do we find studies dealing directly and 
solely with the organizational and admin- 
istrative policies of particular government 
departments or bureaus. The present slim 
volume is all the more unusual because of 
the very recent creation of the Federal 
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Emergency Administration of Public 
Works, commonly called the P.W.A., and 
because of its presumably temporary ex- 
istence during an emergency. Mr. Isakoff 
purposely avoids “the broader economic, 
political, and legal problems except as they 
conditioned the actual administration of 
the establishment’s functions.” 

The author brings us face to face with 
the major problems confronting the organ- 
ization “from scratch? of a new govern- 
mental agency, the determination of its 
functions within the meaning of the law 
which created it, and the formulation of 
policy. Here is the problem of whether 
to centralize or decentralize organization 
and control, and the problems of personnel 
selection and classification. These are ma- 
jor problems in nearly every governmental 
organization, problems that are only partly 
covered by existing legislation, which usu- 
ally affects only the permanent government 
agencies. The author’s story of how these 
problems were met in P.W.A. is given in 
fair detail, but still without the discussion 
necessary to make it valuable to future stu- 
dents of government administration and 
administrators themselves. Even less com- 
plete is consideration of the relation of 
P.W.A. to other Federal Government agen- 
cies and to state and local governments. 
Contrasts of P.W.A., a public works agency, 
with W.P.A., a work relief agency, might 
be expected, if only because of their like 
temporary, emergency character. Such 
contrasts as are presented are not in the 
field of organization and administration (in 
which the differences between them are in- 
numerable), but in the purposes, direct 
employment methods and effects, and so 
forth—fields which are, at best, secondary 
to the purposes of this book. 

The outhor has done a large amount of 
tedious research through administrative and 
executive orders, official bulletins, press re- 
leases, and reports, The study is well doc- 
umented, and a bibliography is appended. 

If a public works program is to be con- 
sidered as a means of meeting our “con- 
tinuing emergency” or any future emer- 
gency, or if we should find it desirable or 
necessary to incorporate public works gen- 
erally and continuously into a planned pro- 
gram, this study might well serve as a 
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starting point in discussing organizational 
policies and forms; but only as a starting 
point—much more detail and much more 
critical analysis would be necessary. One 
also feels the need, after five years of 
public works projects under P.W.A., of a 
thorough study which will include and cor- 
relate both the administrative and the eco- 
nomic aspects. 
Howard M. Tear, Jr. 
Haverford College 


Buoss, ESTHER. Labor Legislation in 
Czechoslovakia. Pp. 210. New York: 
Columbia University Press, 1938. $3.00. 


Although this book was published in De- 
cember 1938, scarcely three months after 
the fatal Munich Agreement reduced the 
population of Czechoslovakia by one third, 
the significance of the volume remains un- 
challenged, since the framework of the la- 
bor legislation in that country stands even 
today, and only in a few instances has the 
amount of the benefits been reduced be- 
cause of the increased burdens connected 
with reorganization of the state and in- 
dustries. The book is a result of consid- 
erable preparation in the way of study of 
the International Labor Organization and 
of an intensive search for material on the 
subject, since English sources here are 
rather limited. 

The book is divided into three parts 
dealing with (1) conditions of work, (2) 
social insurance, comprising accident, sick- 
ness and invalidity, unemployment, and 
old-age insurance, and (3) other aspects 
of labor legislation, including emigration. 

Few of us, perhaps, realize that Czecho- 
slovakia has a long tradition of labor legis- 
lation dating back to the Austrian rule at 
the end of the eighteenth and beginning of 
the nineteenth centuries; neither do we al- 
ways appreciate the fact that the Czechs, 
when they established a state of their own, 
developed a volume of labor legislation 
which put the country in the first rank of 
modern progressive nations. They co-op- 
erated with the International Labor Office 
and the League of Nations, and in some 
respects surpassed the standards set by the 
International Labor conventions. The au- 
thor undertook this study in order to deter- 
mine the degree to which the International 
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Labor conventions found realization in na- 
tional legislation. Selection of Czechoslo- 
vakia as a sample seems logical, since it is 
an industrial country with a very high de- 
gree of industrial organization, well-devel- 
oped trade unions and co-operatives, and 
a complex system of social legislation. 

Miss Bloss is interested in other Czecho- 
slovak institutions as well, and hopes, to 
quote her own words, “to extend the study 
into a social history of the country.” This 
book, which is really an outline of the sub- 
ject, can serve for collateral reading in 
Labor Problems and Labor Legislation 
courses, because it furnishes rich material 
for comparative purposes and gives an in- 
sight into the European labor practices and 
attitudes. It is not a dry account of facts, 
but has a great deal of the circumstantial 
color that makes it interesting to all social 
scientists. 

Jacos Horak 
Heidelberg College 


FoENANDER, ORWELL DE R. Towards In- 
dustrial Peace in Australia. Pp. xxvii, 
292. Melbourne: Melbourne University 
Press, 1937. 21/-. 

Mr. O. de R. Foenander, a barrister and 
solicitor of the Supreme Court of Victoria, 
and a lecturer in history and economics at 
the University of Melbourne, has given us 
an account of the development of com- 
pulsory arbitration in Australia which is 
described on the book jacket as “an eco- 
nomic-legal-historical study.” In doing this 
he has brought up to date George Ander- 
son’s Fixation of Wages in Australia, pub- 
lished in 1929, and reduced the account to 
a more manageable compass. Mr. Ander- 
son and Mr. Foenander were trained in the 
law, and although Mr. Foenander straddles 
both law and economics, there is still need 
for a book on the arbitration system in 
Australia written primarily from the eco- 
nomic standpoint and assessing the effects 
of compulsory arbitration on the economic 
structure of Australia. 

Mr. Foenander’s discussion is primarily 
confined to the activities of the Common- 
wealth Arbitration Court, which is the most 
important arbitration tribunal in Australia. 
He writes about the Commonwealth Court 
with a respect and pride which may easily 
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be justified. “It will be acknowledged,” he 
says, “that, in general, the Court has pro- 
ceeded along lines that should meet with 
the approbation of both the lawyer and the 
economist, . . . It began its career in the 
year 1905 unwelcome to important sections 
of industry. . . . Now it possesses the con- 
fidence of a grateful country. ... . On in- 
dustry its awards are decisive and all-per- 
vading, and entrepreneurs must testify to 
the beneficial effects of those awards.” 

In spite of these conclusions on the ef- 
fects of compulsory arbitration, there is 
some disquieting evidence presented in 
Foenander’s book. Thus, he states that 
“hearings in a dispute are a lengthy process, 
and it is no unusual spectacle for a matter 
to be actually before the Court for the 
greater part of a year before an adjustment 
or a modus vivendi is arrived at... . But it 
is in the psychological reactions that le- 
galism is apt to have its most unfortunate 
results. The machinery of the Act renders 
it imperative in practice that employers and 
employees should organize, and the appear- 
ance of these rival associations in Court as 
antagonists undoubtedly widens the breach 
between the parties. There is thereby cre- 
ated a class consciousness, and hostility is 
engendered to take the place of sympathy. 
Industrial peace is expected to emerge as 
the ‘by-product of a fight.’” 

The effectiveness of the Australian sys- 
tem of compulsory arbitration is indeed 
difficult to assess, and no altogether satis- 
factory analysis has as yet been made of 
the system. Australian economists, while 
recognizing its weaknesses, appear generally 
to share, at least in part, Mr. Foenander’s 
pride in the system. And yet it is open to 
question whether the Australian arbitra- 
tion method has made for a reduction in 
industrial disputes. While there can be no 
doubt that in many cases the arbitration 
courts have prevented strikes, it is uncer- 
tain whether the same result could not have 
been accomplished more effectively by 
some voluntary form of arbitration set up 
in each industry as a result of a mutual 
agreement between the employers and the 
employees in that industry.. 

As a wage-fixing tribunal, the Court has 
been more successful. Excessively low 
wages have been eliminated and the courts 
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have succeeded in maintaining a consider- 
able degree of wage flexibility in the face 
of a strong and articulate trade union. 
movement, 
W. RUPERT MACLAURIN 
Massachusetts Institute of Technology 


ANDREWS, JoHN N., and CARL A, MARSDEN 
(Eds.). Tomorrow in the Making. Pp. 
xv, 471. New York: McGraw-Hill Book 
Co., 1939. $3.00. 

The underlying thesis of this symposium 
is expressed in President Madison’s state- 
ment, cited here, that “popular government 
without popular information is but the pro- 
logue to a farce or a tragedy or perhaps 
both. Knowledge will forever govern ig- 
norance; and a people who mean to be 
their own governors must arm themselves 
with the power which knowledge gives.” 
The editors have succeeded in presenting 
the views of twenty-six well-known authori- 
ties on the most vital problems confronting 
America (and the world, for that matter) 
today. 

Part One, “Frame of Reference,” ana- 
lyzes: the “Current Crisis: Its Causes” (H. 
E. Barnes); “Social Progress Through Ed- 
ucation” (N. H. Dearborn); “Democracy 
as a Way of Life” (S. Hook); “Today’s 
Propaganda and Tomorrow’s Reality” (C. 
Miller); “Academic Freedom” (H. H. 
Horne); and “Goals in a Changing World” 
(R. W. Sockman). 

Part Two, “Patterns of Change,” covers: 
“Capitalism Will Survive!” (G. E. Sokol- 
sky); “Is Fascism a Way Out?” (L. Den- 
nis); “What Does Socialism Offer?” (N. 
Thomas); “Does Communism Point the 
Way?” (E.- Browder); “Technology De- 
mands a Planning Economy” (W. Rauten-. 
strauch); and “The Co-operative Way” (J. 
Baker). 

Part Three, “Our Relations at Home,” 
comprises: “A Government of Men” (R. 
D. Smith); “Reform Begins at Home: The 
American City” (S. Seabury); “Crime: A 
Social Cancer” (L. E. Lawes); “Taxation 
Today and Tomorrow” (A. G. Buehler); 
“What Price Social Security?” (A. Ep- 
stein); “Which Way American Labor?” 
(H: Feldman); “The Farmer’s Problem is 
Your Problem” (A. P. Chew); “The Rela- 
tion of Government to Business” (W. E. 
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‘Spahr); “The Constitution and the Su- 
preme Court” (R. J. Swenson); and “The 
Decline of the States” (R. V. Peel). 

Part Four, “Our Relations Abroad,” in- 
cludes: “The International Scene” (H. C. 
Wolfe); “The Fallacy of Economic Na- 
tionalism” (P. Molyneaux); “Is Neutrality 
Possible for America?” (G. P. Nye); and 
“The Road of Peace” (C. M. Eichelberger). 

As may be expected in this kind of co- 
operative work, the contributions are of 
unequal value. In Part One the proponents 
of democracy present a very strong case. 
We refer particularly to Dearborn’s sub- 
stantial enthusiasm in promoting social 
progress through education, Sidney Hook’s 
notions of democracy, and Horne’s analysis 
and careful limitations of the concept and 
practice of academic freedom. Unfor- 
tunately, however, in Part Two the de- 
fenders of democracy have not made the 
most of their opportunity. When con- 
trasted to Dennis’ convincing set of argu- 
ments in favor of fascism, Norman 
Thomas’ polite presentation boils down to 
being a mere apology, and Sokolsky’s claim 
that “capitalism will survive!” appears 
very feeble and flimsy. In fact, the latter’s 
contribution is probably the weakest chap- 
ter in the whole work. Sokolsky talks 
about the old form of capitalism and does 
not foresee that the future of American 
capitalism does not depend, as he claims, 
on the struggle between fascism, which de- 
veloped in the United States “as a product 
of the New Deal,” and capitalism, but 
rather on the ability of our capitalism to 
accept enlightened leadership. How weak 
is his reasoning can be also exemplified in 
his assumption that “the American stand- 
ard of living, and the growth of the Ameri- 
can nation is due entirely to this process of 
investing capital, earning a profit, and re- 
investing that profit, which thus becomes 
new capital” (p. 98). Should not some 
credit be given to the Lord for providing 
us with rich resources, a fortunate inter- 
national geographical location, and other 
factors? Equally unconvincing are Rau- 
tenstrauch’s long-winded and drawn-out 
arguments for the recognition of the prin- 
ciples of the new technology, discussed al- 
ready and well settled by numerous other 
analyses some years ago. 
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The contributions to Part Three are of 
uniformly high level. Swenson’s explosion 
of the myths surrounding our Constitution 
and the Supreme Court, and Peel’s disposal 
of the obsolete ideal of sovereign states in 
favor of a new federalism of regions, stand 
out here, In the last section, Wolfe’s anal- 
ysis of contemporary world affairs is one 
of the best short surveys of this field pub- 
lished lately anywhere, and Molyneaux’s 
exposé of the fictions pertaining to eco- 
nomic nationalism is also conclusive. The 
last two chapters of the book are well- 
meaning efforts to bring some order out of 
the current international chaos. One only 
wishes that Senator Nye would give us a 
more definite analysis of the weaknesses of 
the present neutrality legislation and offer 
more minute suggestions for its amend- 
ment. Eichelberger’s chapter is really a 
paradox. He indicates that the only way 
to catch the ever elusive rainbow of peace 
is by accepting the four major obligations 
of human society: renunciation of war; 
settlement of disputes only by peaceful 
means; acceptance of the principle of col- 
lective responsibility; and establishment of 
international social justice. Yet all the 
trends seem to contradict these principles, 
and still there seems to be no other way 
out. We can only hope that in spite of 
Munich, Spain, China, Austria, and Czech- 
oslovakia, the world will learn to accept 
these proposals. 

On the whole, the book aims not so much 
to arrive at the solution of our problems as 
at a better understanding of them. From 
this point of view, this is a very good and 
interesting book for the layman, assuming 
that the reader is at all concerned about 
his fellow men, past or present. The teach- 
ers and students of the introductory classes 
in contemporary social problems or in con- 
temporary civilization will find this pub- 
lication one of the best usable works in 
the field. The same applies to the courses 
in political theory. The editors have suc- 
ceeded in having their authors boil down 
all the superabundance of material to its 
irreducible minimum and dish it up in 
readable fashion. It is also to the credit 
of the editors that we have here chapters 
on movements which may be anathema to 
the reader who sees red when reading or 
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hearing about communism and fascism. 
But their inclusion testifies to the genuine 
democratic spirit permeating the work. A 
word of commendation is in order also on 
a very good bibliography, which includes 
references to viewpoints differing from 
those of the contributors of the chapters, 
and “Study Guide” of 21 pages. 
JoserH S. Roucex 
New York University 


Gippens, PauL H. The Birth of the Oil 
Industry. Pp. xxxix, 216. New York: 
The Macmillan Co., 1938. $3.00. 


On August 27, 1859, the efforts of 
Colonel E. L. Drake to drill for oil were 
crowned with success. This was the signal 
for a rush, comparable to the gold rush of 
_ °49, to northwestern Pennsylvania, and the 
exploitation of the Oil Region in true fron- 
tier fashion. Mushroom towns, land 
booms and oil well booms, speculation, 
failures, and lawlessness appeared over- 
night. At the end of the decade, when the 
era of the frontier process had closed, what 
had been in 1859 the collecting of only 
2,000 barrels of oil for medicinal and lim- 
ited industrial uses had become a $200,- 
000,000 industry with a production in ex- 
cess of 4,800,000 barrels annually, with do- 
mestic and foreign markets ready to absorb 
at a profit the entire output of the region. 

Three factors are especially important in 
the organization and development of the 
oil industry: corporate exploitation and 
speculation on the business side, sound sci- 
entific research as the basis for the techni- 
cal aspects, and governmental promotion of 
the oil trade. The first was distinctively 
American; the second, an innovation. 
Drilling began only after the favorable re- 
port of Professor Benjamin Silliman, Jr., 
of Yale. Each well furnished a lesson in 
oil geology, and the facts were carefully 
noted by the operators. The pipe line and 
the iron tank car were introduced in 1865 
and 1869, respectively, and are today the 
standard methods of transporting oil. It 
seems that practically all consuls appointed 
by the Lincoln administration carried rock 
oil and oil-burning Jamps as a standard part 
of their consular equipment, and that they 
successfully promoted the use of oil as an 
illuminant in Europe. 


i 
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Here for the first time is clearly demon- 
strated the economic importance of oil to 
the North during the Civil War. In in- 
dustry, some of the products discovered in 
refined petroleum furnished a satisfactory 
substitute for turpentine which was no 
longer obtainable from the South. It also 
aided in other ways. Taxes on crude and 
refined oil netted the Federal Government 
$7,000,000. By 1865, petroleum was sixth 
in American exports, an important factor in 
creating foreign credits so necessary to the 
Union. And looking ahead to 1869, only 
cotton exceeded oil in the value of exports. 
Dr. Giddens does not claim that oil was 
king as against cotton or wheat, but he 
does insist that it was a substantial factor 
in the concatenation of causes which en- 
abled the North to win. 

This is a well-written book, and a vol- 
ume of just the right proportions for a 
monograph on economic history. Its length 
is sufficient to permit the inclusion of de- 
tail and ‘color, and yet short enough that 
the narrative never becomes wearisome. 
The specialist will find all the essential 
facts, the general reader a good story, and 
both, a book which maintains a proper 
balance between economic and human 
factors. 

CHARLES F. STRONG 

Smithshire, Il. 


McGrecor, A. Grant. Right Wages and 
Abundance. Pp. xi, 316. New York: E. 
P. Dutton & Co., 1938. $2.50. 


In the midst of economic perplexity and 
dislocation, it is refreshing to find a book 
which speaks with certainty and finality, 
even though one may completely disagree 
with its premises and conclusions. Al- 
though they will not believe Mr. Mc- 
Gregor’s thesis a tenable one, academic 
economists will find his analysis interesting 
and his discussion unusually provocative. 

Democracy, the author believes, faces 
disaster because of its failure to solve the 
economic problem rooted in wages, since 
wages constitute the major item in the cost 
of production and are the basis of the 
consuming power of the masses. The solu- 
tion lies in the substitution of “right 
wages” for the “dispute” method of ad- 
justing wages. The author’s thesis is de- 
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veloped in eleven chapters which deal, 
respectively, with underconsumption, wages 
as the determiner of the value of money, 
the prosperity price level, the function of 
governments in maintaining a balance be- 
tween production and consumption, the 
economic policies of Great Britain and the 
United States since the World War, the 
use and control of bank credit, interna- 
tional exchange rates, a proposal for an 
international clearing house association, 
international investments, and lasting world 
peace. 

The “right wages system” involves the 
continual adjustment of the wage level to 
improved productive efficiency, so that pur- 
chasing power may assure a balance of pro- 
duction and consumption. Through an ap- 
propriate index of prices and wages, the 
government is to guarantee the mainte- 
nance of this balance. Economic liberty is 
to be safeguarded, the gold standard is to 
be abolished, exports and imports are to 
be balanced as nearly as possible, inter- 
national debits and credits are to be ad- 
justed by an international clearing house, 
and foreign investments are to be dis- 
couraged. 

The author’s case obviously rests upon a 
cost-of-production theory of value, which, 
as he interprets it, is a labor theory of 
value. Labor is seen as the foundation of 
all wealth, and wages the foundation of all 
prices. Either the refinements in the the- 
ory of value which have been made by 
economists subsequent to the classical 
school are not familiar to the author or 
else he has decided to ignore them. 
Strangely enough, he is very critical of 
the classical tradition, upon which his own 
theory rests. One of the principal defi- 
ciencies in the analysis, it seems to me, is 
that the author does not succeed in recon- 
ciling his insistence on economic liberty 
with the extraordinary extension of gov- 
ernmental interference which his interest- 
ing scheme requires for its effective execu- 
tion. 

Gorpon S. WATKINS 

University of California 

at Los Angeles 


Movutton, Harotp G. Financial Organiza- 
tion and the Economic System. Pp. 
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xviii, 515. New York: McGr. .-Hill 

Book Co., 1938. $3.50. 

Almost three decades have passed since 
Professor Moulton first published his Fi- 
nancial Organization of Society, and suc- 
cessive “generations” of students who have 
used that volume can testify to the con- 
structive change that it introduced into the 
teaching of money and banking by placing 
emphasis upon the financial system as an 
integrated mechanism. Functional rela- 
tionships of institutions were stressed to a 
greater extent than ever before, with a 
resultant gain in clarity and cohesiveness 
of thought on the part of the reader. 

The present volume, although a lineal 
descendant of the earlier work, differs from 
it in much more than the title. Much of 
the material has been re-written, and a 
good deal of attention has been paid to 
the developments in both financial opera- 
tions and public regulation which have oc- 
curred since the third edition of Financial 
Organization of Society was published in 
1930, so that the present volume fully 
satisfies the high standards that the author 
has set for himself by his past writings. 

Indeed, the only outstanding criticisms 
of the book must be on grounds that are 
already familiar. Although the treatment 
of monetary problems has been expanded, 
and greater attention has been given to 
the significance of governmental monetary 
policies, these subjects still receive less 
emphasis than is customary in other text- 
books—a matter that becomes highly im- 
portant in a world where familiarity with 
monetary theories may be more important 
for the average citizen than a knowledge of 
banking operations. Some question may 
also be raised as to the desirability of 
an arrangement of material that post- 
pones consideration of the Federal Reserve 
System until almost the end of the vol- 
ume. 

These, however, are matters of taste and 
opinion: in matters of fundamental impor- 
tance, Professor Moulton’s new volume is 
important enough to demand examination 
by all those who are seeking a textbook 
that is accurate, up to date, and interest- 
ingly written. 

F. CYRIL JAMES 

University of Pennsylvania 
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Mavywnarp, Harotp H., et al. Principles of 
Marketing. Third Edition. Pp. xxi, 700. 
New York: The Ronald Press Co., 1939. 
$4.50. 

First written in 1927 and revised in 1932, 
the third edition brings to date related mar- 
keting material up to January 1939. In the 
interval between first and last publications 
there has been accumulated much factual 
information by the Censuses of Business 
and other research and statistical agencies 
and by significant legislation which has 
been admirably synthesized in the text. 
Engaged both in teaching and in an ad- 
visory capacity in marketing, the authors, 
who are all members of the College of 
Commerce and Administration at Ohio 
State University, have been in a position 
to appraise successive changes in the field. 
One author worked at Washington in the 
collection of recent census data, and all 
have been consultants in the marketing 
field. 

As one of the most teachable textbooks 
that has appeared to date for university 
students, the volume likewise may serve 
the layman who desires a knowledge of 
marketing systems and functions as well 
as a collection of data for the application 
of manifold and perplexing problems of 
marketing management. Throughout the 
text, the greater emphasis has been placed 
upon a critical and analytical treatment 
rather than purely descriptive and factual 
phases of the subject, which should assist 
the student in the development of a philos- 
ophy and point of view. 

The quantitative aspects of marketing 
have been preserved by selective and sig- 
nificant data from governmental, educa- 
tional, and private sources. This has made 
possible a treatment of the various mar- 
keting institutions in relation to current 
trends which indicate shifting of marketing 
outlets. New chapters have been added 
on the marketing task, the consumer in our 
marketing system, supermarkets, and mar- 
keting and the Government. In line with 
teaching experience of the authors, many 
of the chapters have been reorganized in- 
ternally. The teachability of the text has 
been enhanced by the division of the forty 
chapters into eight parts. The sections 
are: Some Marketing Fundamentals; The 
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Ultimate Consumer; Our Retailing Sys- 
tem; The Wholesaling of Consumer Goods; 
Industrial Marketing; Marketing Func- 
tions; Marketing Policies; Marketing 
Costs, Efficiencies and Trends. Wisely, so- 
cial problems are discussed after a general 
presentation of existing conditions. 

In a textbook on the principles of mar- 
keting, obvious selections must be made. 
While this volume does not emphasize the 
marketing of personal services or all of the 
service establishments, an adequate pic- 
ture of marketing problems is presented to 
the student. All too frequently, marketing 
textbooks have come to be judged by the 
number of printed pages they contain, as 
these pages approach the 1,000 mark. 
Maynard, eé al. have encompassed the field 
in 673 pages of text plus an excellent ap- 
pendix on distribution expenses by manu- 
facturers, and an index. 

Howard T. Hovpe 

University of Pennsylvania 


Densy, ELIZABETH. Europe Re-Housed. 
Pp. 284. New York: W. W. Norton & 
Co. Inc., 1938. $3.50. 

Miss Denby, after “eight years’ practical 
experience of slum clearance and rehousing 
in London” investigated postwar housing 
on the Continent for a year under a Lever- 
hulme fellowship. In her report, she de- 
scribes “two winners in the war,” Italy and 
France, “two losers,” Germany and Vienna, 
and “two neutrals,” Sweden and the Neth- 
erlands. In her endeavor to reach the in- 
terest of officials, landlords, builders, and 
tenants, she has “omitted all but essential 
statistics and reduced technical details to 
a minimum.” In his Foreword, Walter 
Gropius points to the “specifically femi- 
nine qualities of an able woman” who by 
keeping in “closer touch than a man with 
the very sources of family life” may “bet- 
ter balance the spiritual and practical 
claims of the people.” 

The result of Miss Denby’s experience— 
and evidently of her personality—is a sort 
of housing tourist’s notebook, not at all 
systematic, but showing a fresh and roving 
spirit. Of her chapter on Sweden she says, 
“This may seem a somewhat scattered col- 
lection of impressions” (p. 91). Scattered, 
yes, but lively, and with an eye for the hu- 
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man values of housing, as well as its tech- 
nical fine points. In Italy, she takes pleas- 
ure in making “the responsible engineer” 
climb to the top of an eight-story walk-up 
low-cost housing project, and is “glad to 
say that he was exhausted on arrival” (p. 
196). She notes, too, that the “hotels” foz 
the redemption of slum families considered 
socially unsatisfactory as tenants for new 
housing (a problem common to many coun- 
tries) are under the supervision of the 
Fascists, that the rooms may be searched 
without a warrant, and that despite the pro- 
vision of child welfare centers, “the resem- 
blance between Vienna and Italy ends here 
. .. for meeting-rooms for men, clubs, etc. 
in housing estates have been suppressed as 
‘dangerous’ ” (p. 201). 

Miss Denby has felt free to let her atten- 
tion dwell upon whatever seemed to her the 
high spot of her visit. Thus, she devotes 
fourteen pages to the design and the econ- 
omy of the Viennese subsistence home- 
steads. As a housing manager, she cocks 
an eye at a cleverly designed kitchen cab- 
inet or an attractive, cheap window box. 

In her final chapter Miss Denby suggests 
what the English have to learn from the 
experience of the six continental countries. 
Her colorfully stated suggestions range over 
a wide field—from finance, the need for 
light roads, and “street architecture” to the 
provision in the city plan of adequate space 
for genuine recreation. “Once we were 
known as ‘Merry England.’ If there is a 
crime against the poor to be expiated it is 
the theft of gaiety” (p. 259). The many 
well-chosen photographs and rough sketches 
add to the liveliness of the book. 

CHARLES S. ASCHER 

New York, N. Y. 


Stockman, Sven K. Transithandeln vid 
Import till Sverige med Särskild Hänsyn 
till Ar 1935 (Transit Trade in Imports 
of Sweden with Special Reference to 
1935). Pp. 271. Norrköping: Norrköp- 
ings Tidningars Aktidbolag, 1938. Kr. 
15. 

This book considers the place of transit 
trade in Sweden’s external trade. It is 
based upon statistics which became avail- 
able (following July 1934) as a result of 
the requirement of declaration of country 
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of origin as well as country of purchase of 
imports, and, in the case of exports, of the 
country of consumption as well as of con- 
signment. The discussion of the raison 
@’éire of this trade and the nature of its 
organization is based upon the literature in 
this special field. Its scope is limited to 
the study of imports because of the great 
extent of the available statistical material 
on both exports and imports. Imports in 
transit trade, however, are the major por- 
tion of the entrepôt trade of Sweden, while 
the opposite necessarily is true for some 
countries, especially those with colonial em- 
pires, e.g, the Netherlands. Imports in 
transit trade are determined by the exist- 
ence of ability to differentiate between 
“country of purchase” and “country of ori- 
gin” of imports (p. 57). The materials 
presented consist of a text embracing chap- 
ters on the statistical data, the develop- 
ment of methodology, the classes of im- 
ports, origins and organization, the transit 
trade of Sweden in 1935, and a final con- 
sideration of some important “transit” 
goods and “transit” countries. The final 
but major portion of the volume consists 
of nine extensive tables of import and 
transit import classifications. 

The study reveals that Germany and 
Great Britain and, in smaller proportion, 
Denmark and the Netherlands, are the 
most important “countries of purchase” 
and have substantially higher proportions 
of “purchase” than of “production.” The 
United States’ proportions are about the 
same in each category, although this is a 
net result due to the fact that goods pro- 
duced in other American countries but pur- 
chased in the United States approximately 
equal in amount the goods of United States 
origin purchased in European countries. 
The text is.outstanding in its clarity and 
the able treatment of extensive statistical 
materials. 

_ ÅRTHUR R. UPGREN 

University of Minnesota 


Zwicky, J. FRæDRICH. Public Utilities. 
Pp. xiv, 260. Jena: Gustav Fisher, 1937. 
RM 12.50. 

This study of the public utilities in the 

United States is the result of an investiga- 

tion of the author during the year 1929-30 
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and of a widespread acquaintance with the 
best literature available at the time and 
published up to 1932. The author shows 
both a broad and deep understanding of the 
utility problem, and properly recognizes 
that the utility regulation in the United 
States is something peculiar unto itself. 
He has properly recognized that an under- 
standing of this field requires much more 
than the strictly economic approach. In 
his criticism, however, he has used the 
criteria of the economist as a means of 
evaluating the situation that has developed 
in this country. 

As would be expected from a German 
scholar, the material is thoroughly well or- 
ganized and systematically presented. The 
work is’ divided into four parts under the 
headings: (1) the utility idea and its es- 
sential character, (2) the development, 
significance and organization of utility en- 
terprises, (3) public regulation, and (4) 
organization structure with primary em- 
phasis on the holding company. 

In interpreting the public utility idea, the 
author reviews the definitions of the lead- 
ing writers on this subject. He finds an 
almost bewildering array of definitions and 
subjects them to critical analysis and com- 
, parison. He gives proper emphasis to the 
shortcomings of the synthetic approach in 
which juristic, ethical, social, and economic 
considerations are given various weights. 
His efforts are directed to arrive at a defi- 
nition by the inductive process and through 
the application of economic factors. He 
lists the various types of utilities that are 
recognized as such, and aims to discover 
the specific features that may be looked 
upon as common characteristics. By this 
method he arrives at those idiosyncrasies 
which mark off the utilities from other in- 
dustrial enterprises. He concludes that the 
characteristic peculiarities of utilities as a 
class are the following: (1) unconditional 
fixity of physical location of production 
and servicing; (2) need of public conces- 
sions including the right of condemnation; 
(3) technical and economic necessity of 
unified operation and the impossibility of 
direct competition, out of which grows the 
monopolistic determination of rates. 

Under this definition, conditioned by 
“the prevailing American use of the utility 
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idea,” Dr. Zwicky eliminates the railroads 
from his consideration and restricts him- 
self to the following utilities: local trans- 
portation, private gas, electrical, and water 
works, and communications. Such restric- 
tions may be questioned from the American 
point of view, but since the utilities enu- 
merated are of central importance, the 
author’s treatment of the topic cannot be 
subjected to any serious criticism, 

The development of the utilities in the 
United States and their present importance 
for the American economic scheme of 
things, particularly with reference to the 
capital market, are adequately handled and 
in a compact manner. 

When it comes to the matter of public 
regulation, Dr. Zwicky places himself in 
the camp of the more severe critics and 
justifies his position with ample illustra- 
tions and references. He comes to the con- 
clusion that regulation falls far short of 
success, specifically indicating the major 
directions in which it may and should be 
bolstered up. 

Like other critics, particularly of the eco- 
nomic school of thought, Dr. Zwicky em- 
phasizes that the persistent obstacle to ef- 
fective regulation is the determination of 
value for rate-making purposes. In no 
uncertain terms he condemns value of this 
type as running contrary to economic prin- 
ciples and as an element which necessarily 
and positively stymies the efforts of utility 
commissions. As he looks at it, “value” 
cannot be separated from the value of 
services to consumers and earnings to in- 
vestors. In his opinion, the definitions of 
“value” as prescribed in court decisions 
have introduced an element in regulation 
which makes solution with respect to the 
principal problem of a regulating body im- 
possible. The Massachusetts Commission 
seems to him to be far in advance of all 
other state bodies because it looks upon 
“base value for rate-making purposes” as a 
secondary consideration, placing principal 
stress upon other cost factors and espe- 
cially upon the selling price of new securi- 
ties. 

Properly enough, the author considers 
that public ownership of utilities is not the 
feasible way out with public opinion what 
it is, despite the shortcomings of regulation. 
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As he looks at it, the administration of 
regulation must be reorganized under util- 
ity commissions, and a well-grounded sys- 
tem developed through further experience 
and experimentation. 

In the last part of this work Dr. Zwicky 
devotes his attention almost exclusively to 
the significance and the operations of hold- 
ing companies in the utility field. He not 
alone analyzes the scope and character of 
holding company operations, but also draws 
pictures of several of the largest holding 
company combinations, such as those of 
the United Corporation, Electric Bond and 
Share, the Insull Group, and the American 
Telephone and Telegraph Company. The 
need for the entrance of the Federal Gov- 
ernment into the utility field because of 
the extensive transactions of an interstate 
character and the operation of great hold- 
ing companies which ignore state lines, is 
well established. In fact, Dr. Zwicky has 
drawn up a good case for the enactment of 
the Utility Act of 1935. 

In view of the above comments, the 
reader will appreciate that Dr. Zwicky’s 
analysis, review, and criticism of the utility 
situation as it existed up to the passage of 
the Utility Act of 1935 are comprehensive 
and, from the critical point of view, thor- 
oughly satisfactory. This work may well 
serve as a standard work of reference on 
the subject for those who have a command 
of German and are interested in a general 
treatment of the theme. Basic ideas which 
Dr. Zwicky advances, and treatment of the 
regulatory methods in the United States, 
apart from more recent developments in 
Federal control, are largely valid at the 
present time, although it must be granted 
that the utility commissions have made 
some worth-while progress in the interim 
since the completion of Dr. Zwicky’s man- 
uscript. 

WILLIAM E. MOSHER 

Syracuse University 


Dockeray, James CarLTON. Public Util- 
ity Taxation in Ohio. Pp. xiii, 200. Co- 
lumbus: Ohio State University Press, 
1938. $2.40. 

This is a review of the historical, pro- 
cedural, and statistical aspects of public 
utility taxation in the state of Ohio. 
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The first section traces the history of 
tax legislation in Ohio from the time of 
subsidy and tax exemption to the recog- 
nition of public utilities as unique in char- 
acter and hence subject to special methods 
of taxation. Some explanation of the 
changes in tax laws is offered, together with 
such criticisms as the author finds appro- 
priate. It is recognized, for example, that 
assessing machinery, engines, and so forth, 
used in manufacturing and agriculture at 
50 per cent of true value, while machinery 
used for generating power other than for 
use of the person generating is assessed at 
100 per cent true value, is discrimination. 
The commission is reported as justifying 
this with the curious, one-sided logic that 
rates for utility service rise and fall slowly, 
and lowering the assessment to 50 per cent 
would result in higher profits to the utility 
company rather than a saving to the con- 
sumer. That profits are prejudiced by tax 
increases does not seem worthy of equal 
consideration. There is a willingness on 
the part of the tax authorities to wash their 
hands and say that is a problem for regu- 
latory authorities. Although the author 
recognizes that utilities are subject to a 
certain amount of competition in spite of 
their monopolistic character, he neglects to 
mention that a reduction in utility taxes 
would, under commission regulation, soon 
be reflected in lower rates to the consuming | 
public; certainly over a long period the 
reduction would take the form of a saving 
to the consumer, not additional profit to 
the utility. In an industry of decreasing 
costs, this becomes a more than propor- 
tionate saving. 

The next section deals with valuation 
theory and method as applied to the vari- 
ous public utilities in Ohio. A series of 
tables illustrates how value is determined 
by modifications of a formula based on 
depreciated cost of construction and capi- 
talized operating income, as compared with 
value determined by other methods. On 
the assumption that every situation is 
unique, the commission believes that 
greater equality may be secured by modi- 
fications of a definite formula than by 
strict adherence to any particular method. 
As a result, the final value as determined 
by the commission may be higher, lower, 
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or approximately the same as the value 
determined by other methods with which 
it is compared. 

The author's discussion of apportionment 
methods seems adequate. By the use of 
tables he shows the comparative effects 
of the various alternatives in this direc- 
tion. : 

The burden analysis is perhaps the weak- 
est section of the book, because of the in- 
adequacy of the data and the need to 
maintain the anonymous nature of the indi- 
vidual company figures. Extensive tables 
report the ratio of taxes to gross revenue, 
taxes to net operating income, and taxes 
to net income for the various classes of 
utilities for the five years, 1930-34, by size 
groups. The groupings are irregular and 
there are gaps in the distribution. No 
definite tendency is indicated by the re- 
sults, although the overall averages for 
each class of utility are pertinent. It may 
be noted that the ratios reported for elec- 
tric utilities for the years 1933 and 1934 
compare with those published by the Fed- 
eral Power Commission, Rate Series 5, 
1936, showing a difference of only 0.2 per 
cent in 1933 and 1.0 per cent in 1934 on 
the ratio of taxes to gross revenue. 

The study is a contribution to informa- 
tion about practices in Ohio, but the criti- 
cal reader may feel somewhat uncertain as 
to whether the ideal relationships pictured 
by the writer are indicative or only the re- 
sult of limitations in the data. The failure 
of the study to relate the administrative 
policies and practices to the economic 
measures and results of utility taxation is 
disappointing. The reader may properly 
differ with statements such as, “It is no 
concern of the law that waterworks com- 
panies must have nearly $5 in assessed 
value for each dollar of business done and 
natural gas companies a little less than $2 
for each dollar of business done.” Possibly 
we are not warranted in expecting more 
interest in and concern with the economic 
consequences of tax law. The reviewer 
cannot share with the author the conclu- 
sions reached. They appear far too gen- 
erous in the light of the facts the study it- 
self reveals. 

Joun T. MADDEN 

New York University 
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Hawtrey, R. G. A Century of Bank Rate. 
Pp. x, 328. New York: Longmans, 
Green and Co., 1938. $4.00. 


This book, which has been expanded con- 
siderably from the three Alfred Marshall 
Lectures that the author delivered on the 
same subject at Cambridge during the au- 
tumn of 1937, is the first comprehensive 
study of the place of the Bank Rate in 
the London money market that has ap- 
peared since Palgrave published his work 
a generation ago. 

But Mr. Hawtrey has done a great deal 
more than his predecessors. In addition to 
describing the march of events, he attempts 
to present a theoretical explanation that 
demonstrates the way in which changes in 
Bank Rate achieved their goal. That the- 
ory, which was perhaps less clearly recog- 
nized a century ago than Mr. Hawtrey 
suggests, was developed when there were 
hundreds of independent banks in England 
and trade was chiefly financed by bills of 
exchange. It depends upon the influence 
of short-term interest rates on the trading 
activities of merchants, particularly in re- 
gard to their willingness to hold inven- 
tories, and, even when the process of bank- 
ing concentration, after 1873, changed the 
structure of the money market in revolu- 
tionary fashion, Bank Rate still operated 
as effectively as ever. More significantly, 
the author suggests that the changes in the 
monetary systems of the world since 1913 
have failed to impair that effectiveness. 

Among the most interesting aspects of 
Mr. Hawtrey’s presentation is the demon- 
stration of the fact that bankers and econ- 
omists a century ago clearly understood 
the deflationary influence of increases in 
Bank Rate. Perhaps, in the light of con- 
temporary misconceptions, it may be worth 
while to reiterate that “the working of a 
high Bank Rate . . . under nineteenth cen- 
tury conditions can be put in three stages. 
There was the first impact when foreign 
funds were attracted to London, for tem- 
porary investment, to gain a higher short- 
term rate of interest, and when merchants 
were liquidating capital employed in inter- 
national trade. There followed a second 
stage in which activity in British industry 
was abated, and the resulting decline of 
purchasing power resulted in a reduction of 
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imports. . . . Finally the deflationary proc- 
ess was felt abroad, partly from the direct 
effect of dear money in London on inter- 
national trade, partly from the measures 
taken by . . . other foreign credit systems 
in view of their loss of gold to Great Brit- 
ain” (p. 45). Only by international defla- 
tion, reducing in all countries the demand 
for gold coin as circulating media, could 
Bank Rate effectively and permanently 
achieve its end. 

Such a theory of Bank Rate naturally 
leads the author to attack the doctrine 
enunciated by J. M. Keynes in The Gen- 
eral Theory of Employment, Interest and 
Money—an. attack in which Mr. Hawtrey 
displays his habitual sprightliness. It may 
be suggested, however, that much (al- 
though not all) of the conflict arises out 
of slight variations between the contestants 
in their use of such terms as “idle bal- 
ances” and “investment,” so that fruitful 
results would be more easily achieved if 
they could agree on some standard of defi- 
nition before the issue is ultimately joined. 
Even at this stage, however, the mass of 
statistical evidence presented by Mr. Haw- 
trey in this volume raises serious doubts 
regarding the assumption made by a few 
writers that long-term rates of interest are 
‘ always sensitive to fluctuations in the 
short-term rate. 

Once more we are indebted to the author 
for a notable contribution to the monetary 
theory, and it may be suggested parentheti- 
cally that Mr. Hawtrey’s own writings have 
contributed in no small measure to supply 
the lack of theoretical analyses of central 
banking operations on which the National 
Monetary Commission commented thirty 
years ago. 

F. Cyrm James 

University of Pennsylvania 


JoHNson, E. A. J. Predecessors of Adam 
Smith—The Growth of British Economic 
Thought. Pp. xii, 426. New York: 
Prentice-Hall, Inc., 1937. $3.50. 

This collection of essays on early British 
economists is both informative and inter- 
esting. As suggested by the subtitle, its 
author has completely excluded Continental 
writers. Again, the reader may well won- 
der why some obscure writers were in- 
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cluded and other more famous economists 
were excluded. The use of a clever label 
for each writer gives clarity and coherence 
to the work, although such a device seems 
at variance with the author’s oft-repeated 
warning against oversimplicity of classifica- 
tion. 

The story is told in delightful style; 
there is rarely a dull page. Indeed, in 
method of treatment, this work by Johnson 
on early economists suggests and rivals that 
by Homan on recent economists, which 
comparison is in itself high praise. 

The book is well documented by copious 
footnotes; much of the discussion is the 
result of careful research in primary 
sources, including some unpublished manu- 
scripts. 

S. HOWARD PATTERSON 

University of Pennsylvania 


Rowntree, B. SEEBOHM. The Human 
Factor in Business. 3rd Ed. Pp. xx, 
244, New York: Longmans, Green and 
Co., 1938. $1.75. 


The third edition of Mr. Rowntree’s The 
Human Factor in Business has been very 
considerably revised; indeed, it might be 
claimed for it that it is a new book. It 
will be of the greatest use to those exec- 
utives who, somewhat bothered by all the 
new claims of status for their work and an 
improved standard of living, wish to know 
what in fact is a practical method of ex- 
pressing the good will of management in 
these respects. Mr. Rowntree gives in 
great detail the methods by which wages 
are determined, the extent of participation 
in such determination offered to labor, and 
the limitations of choice which industrial 
circumstance imposes upon the workers’ 
wishes and capacity. 

The human amenities that the Rowntree 
firm offers its workers are astonishing to 
anyone brought up in the nineteenth cen- 
tury. It is clear that the large industry is 
in these days fulfilling a social function 
quite other than that it was designed to fill 
in the period of Ricardo and John Stuart 
Mill. What this means for the worker 
himself and for society in general is as yet 
by no means clear; the question deserves 
further consideration than it has yet re- 
ceived. For the rest, one must say at once 
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that the Rowntree achievement leaves no 
doubt whatever of the humane determina- 
tion of management. It is a concrete pres- 
entation of the conclusions that Mr. Rown- 
tree reached when he wrote his early and 
interesting study of poverty in York. The 
question that remains in the mind of the 
reader is one that Mr. Rowntree himself 
has not considered. This is a question as 
to the manner in which management selects 
and trains those executive officers who 
have responsibly achieved the results that 
are here presented. 
Exton Mayo 
Harvard University 


Farts, Rosert E. L., and H. Warren 
Dunnam. Mental Disorders in Urban 
Areas. Pp. xxxviii, 270. Chicago: Uni- 
versity of Chicago Press, 1939. $2.50. 
Man is a reacting organism whose con- 

duct is motivated by certain biological pro- 

pensities or drives modified by the stimu- 
lations and limitations put upon him by his 

environment. He does not operate in a 

vacuum, but in a living society to which he 

reacts and which in turn reacts to his per- 
sonality and conduct. 

For a number of years our insight con- 
cerning human behavior has been clarified 
from time to time by studies coming from 
a group of sociologists in Chicago. Par- 
ticularly have they developed the concept 
of a city not as a homogeneous mass of 
people living within a certain area, but as 
groups differing according to the peculiar 
attributes of the geographical area in which 
they are living. We have learned of delin- 
quency areas in particular. 

In a general way, it has been found that 
the public of each large city can be classi- 
fied according to the sections in which it 
lives. Concentric circles can be drawn. 
The center or business district has few in- 
habitants. About this is an area owned by 
people who expect to profit by increase in 
the size of the business district. For this 
reason they hold the property at high 
prices, build no new dwellings, and take 
little care of those habitations already 
there. This is the slum area, and here live 
the people who culturally represent the 


lowest level of society. Going from the - 


center toward the circumference, we next 
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come to the area inhabited by working- 
class people of somewhat higher caste and 
with a better economic status. Farther out, 
as we approach the suburban area, are the 
single homes of the well-to-do and those 
who have fared better in life’s struggle. 

„It has been found by previous studies 
that there is a definite relation between the 
area and the amount of social ill. In the 
area about the business district is found 
more juvenile delinquency, crime, suicide, 
prostitution, pawn shops, and other social 
disease. All these ills decrease as we ap- 
proach the periphery. Although the broad 
question has been raised as to whether cer- 
tain types of people seek a residence in a 
particular area or not, it has been inferred 
and certain data tend to show that there 
is a causative relation in this matter. It 
has been postulated, for instance, that a 
given child is more likely to be delinquent 
if living in a contaminated area, and less 
likely to be such in a less exposed region. 

The writers of this volume have now 
made a study of the incidence of schizo- 
phrenia and other psychoses, using the 
same technique as in previous studies. The 
results are set forth in this book and help 
to complete the picture of urban life so 
vividly set forth in other works. 

As might be expected, the authors find 
an excess of schizophrenia in the worst 
area, but they do not find this to be equally 
true of other forms of mental disease. For 
instance, manic depressive psychoses are 
scattered pretty generally throughout all 
areas, alcoholic psychoses and drug addicts 
are found in transitional homes, general 
paralysis is found associated with the vice 
areas, and old-age psychoses in areas of 
tenancy. At least the findings are very 
helpful in understanding the makeup of a 
city population. Not quite so acceptable, 
however, is the inference that life in the 
slum area has a causative relationship to 
schizophrenia. The question is put, “Do 
dementia praecox cases tend to get into the 
slums or do the slums make dementia prae- 
cox?” This question remains unanswered. 
Its solution appears to offer technical diffi- 
culties in research which so far have not 
been solved. 

The book is replete with interesting data 
and thought-provoking information. It is 
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done with thoroughness, and scientific hon- 
esty characterizes the study. It should be 
welcomed by psychiatrists as well as soci- 
ologists, and will form an important part 
of that ever increasing body of knowledge 
which it is hoped will sometime give us a 
better understanding of the real nature of 
mental disease. There are ample statistical 
data in the various appendices, and an ex- 
cellent bibliography. 
A. W. STEARNS 
Tufts Medical College 


QUEEN, STUART ALFRED, and Lewis FRAN- 
cis Tuomas. The City: A Study of 
Urbanism in the United States. Pp. xv, 
500. New York: McGraw-Hill Book 
Co., 1939. $4.00. 


Designed for textbook use, this volume 
answers its purpose very well. It is clear 
and well organized, it stresses factual data, 
and is comprehensive in scope. In style, 
however, it has too much of the school- 
room atmosphere—“having considered this 
... we turn now to... .” It is not ex- 
citing reading. 

There are five parts to the book: The 
Rise of Cities and of Urbanism; Urban In- 
stitutions and Folkways; Distributive and 
Selective Aspects of the City (the best sec- 
tion, in my opinion); People in the City; 
and Prediction and Control. Throughout 
appear contrasts between urban and rural 
situations and a stressing of geographic 
and cultural factors. Among the points 
either new to treatises in this field or espe- 
cially emphasized are the comparative 
study of cities, the classification of urban 
communities, especially suburbs, their life 
cycle, and physical movement and social 
mobility. 

Much of the material is derived from 
studies of St. Louis, and there are numer- 
ous maps based on census tract data which 
would be excellent for the determination 
of ecological areas. Full use of the St. 
Louis material is not made, however, be- 
cause, although none of their data support 
it, the authors accept the Burgess hypothe- 
sis of the concentric circle pattern of urban 
growth as if it were demonstrated theory 
instead of merely a hypothesis (and, I be- 
lieve, an inadequate one at that). There is 
nothing about their distributional maps 
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which suggests concentric zones; they show 
a patchwork pattern that almost cries out 
for treatment on an areal basis. 

The authors, on the other hand, are com- 
mendably critical of studies of urban per- 
sonalities, which they say are at best merely 
hypotheses; in this field there is a great 
need for realistic studies that will deal with 
behavior instead of with words or stereo- 
types. They make the excellent suggestion, 
briefly illustrated, of determining the im- 
pact of the city on personality through the | 
study of migrants from rural districts. 

Maurice R. DAVIE 

Yale University 


Moore, JANE. Cityward Migration—Swed- 
ish Data. Pp. xix, 140. Chicago: Uni- 
` versity of Chicago Press, 1938. $2.00. 


The Swedish Census of 1930 included 
questions on date and place of birth, place 
of residence as of December 31, 1930, last 
place of residence previous to the 1930 resi- 
dence, and date of establishing the 1930 
residence. Miss Moore has made a care- 
ful and detailed analysis of this information 
for the 1930 population of Stockholm 
which had been born in Västmanland 
County, Sweden. In general, the results 
substantiate her thesis that the movement 
of population between similar levels of 
culture (defined on the basis of an index 
of the degree of industrial development) 
is the normal, i.e., most prevalent, migra- 
tion process. The hypothesis that behavior 
patterns of migrants resident in a city re- 
flect the behavior patterns of the types of 
communities in which they were born is 
tested by a comparative analysis of census 
data on education, occupation, and civil 
status. 

The influence of the degree of industrial 
development of the community of birth on 
the probability and the process of migra- 
tion to Stockholm is amply demonstrated 
for the group studied. This is an excellent 
description of a part of the morphology of 
migration; it leaves practically untouched 
the problem of the causal factors which are 
operative, even in interchange migration 
between similar communities. The author 
tends, more by implication than by direct 
statement, to extend her generalizations 
beyond the point justified by the limited 
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scope of the data. Certainly one cannot 
transfer her conclusions from the situation 
found in a relatively homogeneous and sta- 
ble society such as Sweden to that found in 
the heterogeneous and mobile society of the 
United States. However, if we are to de- 
velop a knowledge of migration that will 
contribute toward the successful solution 
of our many problems of population dis- 
tribution in relation to resources and op- 
portunities, it will be through many more 
such studies as Cityward Migration. 
IRENE B. TAEUBER 
Princeton University 


ANDREWS, CLARENCE L. The Story of 
Alaska. Pp. 303. Caldwell, Idaho: The 
Caxton Printers Ltd., 1938. $4.00. 


Although this work bears both publica- 
tion and copyright date of 1938, it is indi- 
cated on the dust cover that it is a revised 
edition of a somewhat earlier work of the 
same title, the date of which is not stated. 
There is nothing but some slight internal 
evidence to indicate which parts have been 
added or changed. 

The first thirty-five chapters are “popu- 
lar history” of the better sort, much of 
which is documented; Chapter Thirty-six 
is a descriptive and statistical analysis of 
present conditions in Alaska; and the final 
chapter discusses the possible future of the 
territory. Mr. Andrews has been in news- 
paper work or government service in Alaska 
since 1892 and has the pioneer’s optimism 
about his frontier. He makes the now fa- 
miliar comparison between the lack of 
development in the relatively rich and hos- 
pitable Alaska with the high development 
of the poorer Scandinavian countries, and 
foresees a brilliant future for the Territory. 
What is lost sight of in all these compari- 
sons is the greater pressure of population 
in Europe which has made the use of lands 
on the climatic margins necessary. In 
addition, the position of Scandinavia near 
the very heart of European civilization is 
an advantage that Alaska does not pos- 
sess. 

The style is distinctly readable, but is, 
in the later chapters, more nearly 
“chamber-of-commerce-brochure” than dis- 
passionate history or geography. The ob- 
vious aim of the book is to tell the story 
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of Alaska and to sell the Territory. It 
does both, very pleasantly. 
i LESTER E. KLIMM 
University of Pennsylvania 


Brown, EsTHER Lucire. Lawyers and the 
Promotion of Justice. Pp. 302. New 
York: Russell Sage Foundation, 1938. 
$1.00. 

April 1, 1939 

My dear M— 

Lawyers and the Promotion of Justice, 
by Esther Lucile Brown, is just the thing 
for your uncle’s birthday. He is the sort 
of man who goes to the Encyclopedia to 
look up “Mosaics” and ends up with a 
working knowledge of the city of Moscow, 
Moselle wines, and the breeding habits of 
the mosquito. This brief book is very 
much in the nature of a first class Encyclo- 
pedia article about lawyers and the part 
they play in this country today. 

Now, your uncle’s interests extend be- 
yond the next day’s fees into the broad 
problems of the training and organization 
of the bar and its place in the scheme of 
things. This author has read everything 
that has been written about lawyers and 
made notes. Your uncle will turn at once 
to see what she says about his own law 
school or his pet legal association, and he 
can find it all compactly there; the names 
and dates and purposes will all be correctly 
reported, and the whole will be summarized 
on a note of hope for the future (like a 
newspaper account of a wedding!). Per- 
haps if he studied law at a night school or 
(horrid thought) a proprietary school, he 
may growl a little, but any unfavorable 
statements are heavily documented so that 
he need feel no personal resentment toward 
the author. 

The writer knows how to extract and 
render digestible the tough meat of sta- 
tistics. Her skill is particularly in evidence 
in the portions of the book that deal with 
lawyers themselves. For example, although 
lawyers’ incomes appear to be distressingly 
meager in many localities, it does not fol- 
low from this, nor has it been otherwise 
established, that there are too many law- 
yers. There was no remunerative market 
for pigs when too many Americans were 
hungry. So—the author reports the ex- 


226 


istence today among the poor of an un- 
satisfied demand for legal services and a 
tendency of bar examiners to plow under 
a percentage of candidates for admission 
to steady the market. 

The book will feed your uncle’s admir- 
able hunger for facts, and at the same time, 
by providing him with an exhaustive vari- 
ety of opinions on every question, it will 
give free rein to his prejudices. From 
any of these latter the author herself ap- 
pears to be so free as to raise some ques- 
tion whether an original idea could flourish 
in soil so carefully sterilized. However, 
the fact that none is permitted to emerge 
may be in deference to the statistical stand- 
ards of the Russell Sage Foundation, which 
published the volume. 

Your uncle, as I said, will no doubt draw 
his own conclusions from the study. The 
most important single impression left upon 
my mind is one of chagrin. The law has 
for so long been classified as a profession, 
as an occupation rendering a sort of com- 
munity service; yet the array of legal or- 
ganizations for the improvement of such 
service is paltry in comparison to the num- 
ber of lawyers and the wealth of the bar. 
Doctors regard the treatment of the human 
body as requiring a great deal of continu- 
ing study by active practitioners. Few 
. lawyers feel a like responsibility toward 
the body politic. It may be that unfavor- 
able comparison with the medical men is 
unjust, for doctors also have been slow to 
grapple with health problems which go 
beyond the horizon of individual practice. 
But you would expect more of lawyers, 
whose home grounds are social science and 
its sister, politics. 

You will understand by this, my dear 
M., that in likening this volume to an en- 
cyclopedic article I mean no disparagement. 
For, though all of us have not your uncle’s 
marvelous capacity for finding entertain- 
ment in such compilations of fact, which of 
us could fully enjoy life without these 
indispensable bounds to argument and 
fancy? 

Please convey my kind regards to your 
uncle. ` 

Your friend, 
Arce H. FREY 
Radnor, Pa. 
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FOREWORD 


In 1919 Reginald Heber Smith’s 
epochal Justice and the Poor gave the 
general public the first complete written 
picture of legal aid work. By 1929 the 
frontiers of knowledge about the subject 
had been pushed forward by a number 
of books and articles. Prominent among 
them were three issues of THE ANNALS: 
Legal Aid Work, March 1926; Progress 
in the Law, March 1928; and Law and 
Social Welfare, September 1929. The 
present issue, ten years later, is de- 
signed to show the further progress 
made and the type of problems with 
which the organized legal aid movement 
is now engaged. 

In the Foreword to the March 1926 
issue of TuE ANNALS, the late William 
Howard Taft wrote: 


The right of trial by jury, the right to 
be defended against unreasonable searches 
and seizures, the right requiring due process 
in the deprivation of life, liberty or prop- 
erty illustrate the practical realization in 
Anglo-Saxon liberty of vesting the power in 
the individual as an individual to obtain, 
without cultivating the favor of official 
authority, fixed judicial procedure to pro- 
tect his substantial rights. But if the indi- 
vidual in seeking to protect himself is 
without money to avail himself of such 
procedure, the Constitution and the proce- 
dure made inviolable by it do not practi- 
cally work for the equal benefit of all. 
Something must be devised by which every- 
one, however lowly and however poor, how- 
ever unable by his means to employ a 
lawyer and to pay court costs, shall be 
furnished the opportunity to set this fixed 
machinery of justice going. 


The legal aid movement is the best 
method yet devised to accomplish this 
desired result. 

The contributors to this issue aré 
twenty-one “frontiersmen,” in the sense 
that most of them have pioneered at 
desks in the offices of legal aid societies. 


ix 


The others have occupied strategic posi- 
tions from which they might watch the 
movement during the past decade as it 
struggled with the problems of the de- 
pression. Each writer has his own in- 
dividual point of view. So that the 
reader may have the benefit of this first- 
hand impression, the articles are pre- 
sented as received, without the benefit 
of an editorial policy which might pro- 
duce a superficial polish and unity. 
Such differences in attitude as exist will 
be readily recognizable as due in large 
measure to the local conditions most 
familiar to the writer, and should serve 
to point up more sharply the various 
problems now being studied in anticipa- 
tion of a future advance when a satis- 
factory solution shall have been found. 

One way of describing the present 
frontiers of legal aid work would be to 
recite the increase in number of appli- 
cations made by prospective clients to 
the various societies and bureaus: in 
1918, 99,192; in 1928, 165,817; in 
1938, 267,416. Again, one might name 
the geographical distribution of agencies 
in Canada, Great Britain, the Scandina- 
vian countries, India, and South Africa. 
The present issue, however, is directed 
toward other frontiers, which arise be- 
cause the legal aid society is integrating 
itself with other agencies and move- 
ments in the community in which it 
exists, and making itself an essential 
factor in any broad socio-legal program 
with humanitarian objectives. 

The frontiers will appear more clearly 
in the light of the following questions: 
What is the legal aid movement doing 
about certain specific legal problems 
which affect large numbers of poor per- 
sons throughout the country? What 
improvements have been made during 
the decade in the structure of the legal 
aid society to enable it to increase its 
efficiency and its standard of service? 
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What do the bar associations and or- 
ganized social work think about legal 
aid work? 

Part I is introductory. Miss Esther 
Lucile Brown orients the reader and 
places the subject as a humanitarian and 
public-relations project sponsored by the 
legal profession and approved by the 
community. She argues that if the con- 
stitutional guarantees of equal protec- 
tion of the law are to be given practical 
effect, three different economic groups 
should have ready access to justice: 
those who can pay a full fee, those who 
can pay only a small fee, and those who 
can pay no fee. The last is the concern 
of the legal aid movement. In 1937 the 
Legal Aid Committee of the American 
Bar Association said in its report: 


Our proposal now is that every state bar 
association shall say more than that it is 
interested in legal aid work and will con- 
tribute to it. 

We propose that every state bar associa- 
tion shall make itself responsible for the 
‘proper extension of legal aid work in its 
own jurisdiction. 

We propose that every state bar associa- 
tion shall, by clear statement in the pur- 
pose clause of its own constitution, declare 
that it is responsible to see to it that every 
person within its borders who needs legal 
advice and assistance and who, because of 
poverty, cannot obtain it elsewhere, shall 
receive it from the state bar association 
through agencies set up by it. 


In 1938 the Legal Aid Committee 
went a step farther and said: 


Primarily what we want to ascertain and 
to be able to prove is: what is the need for 
legal aid; how far is it being met; if there 
is a gap, what can the bar do to bridge it. 


Mr. Edmund Ruffin Beckwith, who 
is sponsoring a survey in New York 
City of the need for legal aid, describes 
this newest development in his article. 

_ Part II deals with recent activities of 
legal aid societies in the fields of crim- 


inal law, usury, workmen’s compensa- 
tion, and collection of small money 
claims. This is not a complete cata- 
logue of the legal ills of the poor man. 
Considerations of space made necessary 
an arbitrary selection. Equally arbi- 
trary has been the selection of con- 
tributors. 

Organized legal aid in criminal cases 
is provided by agencies known variously 
as the public defender and the volun- 
tary defender. ‘The difference lies in 
the source of funds, whether from the 
public treasury or the pockets of philan- 
thropically minded citizens. Agencies 
of both kinds do excellent work and 
there is no occasion to decide which will 
be the ultimate form. It is neces- 
sary, however, to describe both types. 
Colonel Mayer C. Goldman and Mr. 
Louis Fabricant perform this service. 
These gentlemen are familiar with the 
problems of the poor man accused of 
crime in a large city: Colonel Goldman 
as proponent of the public defender idea 
for a quarter of a century, and Mr. 
Fabricant as the voluntary defender in 
New York City for many years. Here 
is a frontier. 

The loan shark, unless restricted by 
appropriate legislation, continues his 
ravages upon the legal aid clientele. 
There is every reason why the accumu- 
lated knowledge of how to deal with him 
should be reiterated until everyone is 
familiar with it. The articles included 
here are designed to furnish another 
contrast and another frontier. Mr. Wil- 
liam D. Donaghy, seeing the situation 
from his desk in the Boston Legal Aid 
Society’s office, describes the salutary 
effect of regulating the small loan busi- 
ness. In effect, there is no longer a loan 
shark problem confronting the Boston 
Legal Aid Society. Mr. Richard H. 
Bachelder, who has observed the condi- 
tions from the standpoint of the Min- 
neapolis Legal Aid Society, gives the 
picture where there is no adequate regu- 
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latory legislation. His statement is 
shocking, and one reads with relief his 
final paragraphs describing the adoption 
of the Uniform Small Loan Law. 

The small wage earner has individual 
problems in the law which bring him 
to the legal aid office. His employer 
may withhold his wages. He may be 
injured and desire to claim workmen’s 
compensation. He may need to collect 
a small money claim. He may be in- 
volved in the purchase of personal prop- 
erty on the installment plan, or in a 
hundred other difficulties. Mr. Wayne 
Theophilus surveys the general field as 
it appears to him in his daily work in 
the office of the Pittsburgh Legal Aid 
Society. 

The frontier of the legal aid society 
in the field of workmen’s compensation 
is more clearly perceived in the large 
cities. A pioneer in this work was the 
Boston Legal Aid Society. It is fitting 
that the attorney who handles work- 
men’s compensation cases for clients of 
that Society should describe his work. 
Mr. Joseph Bear does this. 

The final problem considered in this 
section, the collection of small money 
claims, is the subject matter of Judge 
Cayton’s article. The device of the 
small claims court is an example of ef- 
fective machinery which will handle 
certain specialized types of legal aid 
problems and thus relieve many an over- 
burdened society. 

Part III is devoted to a consideration 
of the structural development of legal 
aid societies. In the larger cities where 
the work, as a client-serving device, has 
been established for some time, the fun- 
damental nature of the structure has 
crystallized. Yet social and economic 
changes in the community call for flexi- 
bility. A single illustration, chosen 
arbitrarily, is given. Mr. George H. 
Silverman, for many years chief counsel 
of the Legal Aid Society of Cincinnati, 
describes the growth and realignment of 


the administrative machinery of his or- 
ganization in response to the changing 
demands for service. 

Mrs. Marguerite R. Gariepy, from 
her experiences as senior attorney in 
charge of the Legal Aid Bureau of the 
United Charities of Chicago, illustrates 
the manner in which an established le- 
gal aid society integrates itself with 
other groups and agencies as a part of 
a preventive community program. Pre- 
ventive medicine is an idea familiar to 
the general public. Preventive law may 
be equally important. It is still too lit- 
tle recognized as significant. Every ex- 
ample of methods by which it may be 
employed to end injustices deserves 
notice. 

Mr. Claude E. Clarke, attorney for 
the Cleveland Legal Aid Society, de- 
scribes another function of the well- 
established legal aid society, presenting 
it as a source of factual material for le- 
gal reform. In this respect one may 
speak of community or group service. 

Turning next to the structure of legal 
aid societies in the smaller communities, 
we find the form of organization a mat- 
ter for discussion. 

Mr. Joseph Nissley in a city of 80,- 
000 and a county of 165,000, Mr. Ralph 
von Briesen in a city of 65,000 and a 
county of 110,000, and Mr. Frederick J. 
Templeton in a city of 10,000 and a 
county of 76,000, prove that there is a 
need for organized legal aid work out- 
side the larger cities. It is with respect 
to the form of organization that differ- 
ences appear. Mr. Nissley champions 
a committee of the bar association with 
a central office, and records various 
other experiments made in Harrisburg. 
Mr. von Briesen describes an agency 
staffed by law students and objectively 
notes its strong and weak points. Mr. 
Templeton speaks in favor of a commit- 
tee of the bar association with its mem- 
bers scattered over the county. The 
reader will realize that various conflicts 
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in point of view may be explained in 
large measure by the local differences 
in population. It is interesting to note 
that Dauphin County, Pennsylvania, 
from which Mr. Nissley writes, and 
Cumberland County, which is Mr. Tem- 
pleton’s home, adjoin. 

The last article in Part III describes 
the frontiers along which the National 
Association of Legal Aid Organizations 
is pressing. 

Part IV is devoted to five articles 
which represent legal aid work as seen 
through the eyes of the members of 
the bar and social workers, 

The interest which the American Bar 
Association and state bar associations 
have taken in the movement is described 
by Mr. Reginald Heber Smith, for sev- 
enteen years chairman of the Legal Aid 
Committee of the American Bar Asso- 
ciation, for the former; and by Mr. John 
E. Gorsuch, chairman of the Legal Aid 
Committee of the Colorado State Bar 
Association, for the latter. The activi- 
ties of local bar associations may be 
observed in the earlier articles by Mrs. 
Gariepy, Mr. Nissley, Mr. von Briesen, 
and Mr. Templeton. All these frontiers 
have advanced during the past ten 
years. — 

Mr. Leon Thomas David writes on 


the value of legal aid work to law 
schools. The relationship of the two 
has long been recognized as of value to . 
legal aid societies as a means of interest- 
ing younger men in the work. Law 
teachers have been slower to see the ed- 
ucational value, in technical and ethical 
directions, of legal aid experience to the 
law student; but this frontier has defi- 
nitely advanced since 1929. 

Finally, Mr. Joe] D. Hunter, superin- 
tendent of the United Charities of Chi- 
cago, and Miss Mary Isham of the staff 
of the San Francisco Legal Aid Society, 
observe and comment upon legal aid 
work as seen through the eyes of the 
social worker. They tell us of the fron- 
tier problems which to them appear sig- 
nificant. Mr. Hunter, writing of social 
agencies and legal aid theory, sees from 
a fresh angle the operations which Mrs. 
Gariepy has previously described. Miss 
Isham, as a social worker in a legal aid 
society, gives us the benefit of her ex- 
perience as to the nature of the work 
of such a staff member, and its value 
to the organization. 

The editor desires to express his ap- 
preciation to the contributors for taking 
time from their busy lives to prepare the 
following papers. 

Joun S. Brapway 


Legal Aid and the Promotion of Justice 


By ESTHER Lucite BROWN 


NCE in every sensitive lawyer’s 
life he has believed, or wanted to 
believe, however fleetingly, however fu- 
tilely, that being a lawyer and promot- 
ing justice are the same.” And yet the 
history of the bar has led the attorney 
who recently wrote those words to con- 
clude that “in two hundred years Ameri- 
can lawyers have succeeded almost al- 
ways in promoting lawyers, have failed 
almost always in promoting justice.” * 

To some members of the bar and of 
the laity alike, such a statement may 
appear to be a gross exaggeration. They 
recall those many individual gentlemen, 
read in law, who have contributed gen- 
erously and wisely to the fashioning of 
American society, whether in the capac- 
ity of advocates and counselors or as 
members of the legislative, executive, 
and judicial branches of government or 
as participants in the work of scores of 
semiofficial and voluntary organizations. 
To them tribute should certainly be 
paid. They have done much to build 
the framework of this country; they 
have devised ways and means whereby 
a rapidly increasing population could 
accommodate itself to the exigencies of 
a fast expanding industrial economy; 
and though they have sometimes curbed 
and restrained legitimate human en- 
deavor, they have often liberated and 
enlarged it. 

When this has been said, the fact re- 
mains that both society and the legal 
profession are largely agreed that the 
bar and bench as a whole have failed 
miserably in creating an efficient or- 
ganization for the promotion of justice. 
From the days of the early colonists 
whose bitterness toward the “tiresome 


1 Samuel Herman, Book Review (of Law- 
yers and the Promotion of Justice), in Colum- 
bia Law Review, Feb. 1939, p. 327. 


loquacity” and the “dark and knavish 
business” of lawyers resulted in the en- 
actment of much legislation against 
them, from Shay’s Rebellion when law- 
yers were mobbed in the streets and 
judges were threatened, to the present 
when many a person declares vehe- 
mently that he knows scarcely a lawyer 
whom he would trust—during all this 
time the bar, to put it mildly, has never 
had the confidence of the American 
people. 


FAILURE oF Bar TO PROMOTE JUSTICE 


It might be concluded, were it not for 
the outspoken criticism of members of 
the bar itself, that this lack of con- 
fidence has sprung solely from suspicion 
of a profession that “manipulates eso- 
teric techniques” and from fear of a 
group vested with power to limit free- 
dom of action. But lawyers and judges 
whose intellectual integrity is beyond 
question have uttered excoriating words 
concerning the shortcomings of their 
profession in administering justice. 
From them we learn that delay and un- 
certainty in the courts are often so seri- 
ous as to constitute miscarriage of jus- 
tice, and that delay is worst in the 
lower courts which are used by the mass 
of the people most in need of immediate 
redress. We learn, furthermore, that 
the expense of litigation is so heavy that 
a large proportion of the economically 
handicapped cannot hope to bring their 
grievances before the courts. 

Lest anyone think that the legal pro- 
fession should be “let off” because these 
conditions are the result of an outmoded 
and inefficient system, the critics con- 
tinue their woeful tale of sins of omis- 
sion and commission by pointing the 
finger straight at members of the bar 
and bench. They point first to those 
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lawyers—fortunately relatively few in 
number—who are “ambulance chasers,” 
who misappropriate the funds of clients, 
or who are guilty of deceit, forgery, and 
fraud. They establish the fact that 
there are judges who are ignorant, dis- 
honest, lazy, and inept. They point 
secondly to that portion of the bar— 
unfortunately not relatively small, in 
this instance, but very large—which is 
uninterested and unconcerned about the 
legal needs of the lowly and oppressed; 
about making law responsive to the pub- 
lic welfare, particularly if that welfare 
contravenes the interests of highly re- 
munerative corporate clients; about 
transforming law into a finely fashioned 
tool with which to carry on the great 
constructive task of social engineering. 


ATTEMPTS TO IMPROVE ADMINISTRA- 
TION OF JUSTICE 


Such criticisms constitute an indict- 
ment of the legal profession of no small 
proportions, and one that cannot be dis- 
regarded. Of late years an increasingly 
larger number of lawyers has begun to 
listen to these unhappy truths, to un- 
dergo painful self-examination, and to 
take up the cry of need for reform. 
Haltingly and with uncertainty reforms 
are beginning to appear. Something is 
tried here; something else there. As 
yet, many of these attempts are in so 
rudimentary a form that their general 
outline is not always clear. If actual 
accomplishments are still slight, how- 
ever, the present stirrings are hopeful. 
From them may come several move- 
ments that hold promise of spreading 
ultimately to all parts of the United 
States. Thus relief may be afforded to 
vast masses of the population in need 
of legal advice and assistance, and one 
of the most important professions in 
America may simultaneously raise itself 
to the level where it will strive more 
diligently to aid all economic and social 
classes. 


Contemporary endeavors to initiate 
needed change are roughly of three 
kinds. First are the attempts to bring 
cohesiveness and vitality into the bar 
itself; to force it out of prolonged leth- 
argy and make of it an instrument for 
serving social and broadly professional 
purposes. Indication of this trend may 
be seen in the recent reorganization of 
the American Bar Association and the 
enlargement of its governing body; in 
the creation of the National Lawyers 
Guild, which concerns itself particularly 
with problems of the less prosperous 
members of the legal profession, labor, 
and civil liberties; in the movement 
known as the “integrated bar,” whereby 
every lawyer within a jurisdiction which 
has instituted such a quasi-public body 
is required to maintain membership in 
it; and, finally, in the greater activity, 
notably in the field of public relations 
and legal aid work, of some of the local 
and state bar associations. 

The second type of endeavor that is 
being made in behalf of the promotion 
of justice relates to improvements in 
the substantive law. Since changes in 
the law fall largely outside the discus- 
sion of the present volume, note can 
only be taken of the work of the Ameri- 
can Law Institute in restating much of 
the common law; of the New York Law 
Revision Commission in discovering de- 
fects and anachronisms in the laws of 
New York State; and of the National 
Conference of Commissioners on Uni- 
form State Laws in preparing and pro- 
moting uniform legislation. 

The third form of effort—and the 
one which is of major interest to us here 
—centers around the creation of agen- 
cies through which justice may come to 
be rendered more quickly, honestly, ef- 
ficiently, and inexpensively. Judicial 
councils, now existing in some half the 
states, are among the more important 
of such agencies. Through their exam- 
ination and recommendation of changes 
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in the procedural law and their realiza- 
tion that an antiquated court system 
should be replaced by modern methods 
of efficiency, they are potentially in a 
position to do much that would be of 
benefit to all social groups. Until they 
are vested with more power and larger 
financial resources, however, their con- 
, tribution is likely to remain relatively 
small. 


AGENCIES PROVIDING LEGAL AID FOR 
THE Poor 


In contrast to judicial councils, whose 
task is primarily that of improving ju- 
dicial administration in general, there 
are several types of agencies that have 
been founded for the express purpose 
of providing legal aid for those in need. 
Their roots lie in the same humanitarian 
impulses that brought forth the profes- 
sion of social work, and their existence 
is proof of the desire among some mem- 
bers of the bar to institute what Pro- 
fessor John S. Bradway characterizes as 
a “humanitarian program.” 

Before reviewing the nature and scope 
of these organizations, reference must 
be made to that method long employed 
by the courts—assignment of counsel— 
for bringing legal assistance to indigent 
persons accused of crime. The practice 
of assigned counsel is one of the oldest 
attempts to furnish professional service 
to the poor. It is unorganized, ineffi- 
cient, and subject to grave abuses from 
dishonest and incompetent attorneys; 
and, being limited to criminal cases, it 
is inadequate in scope. Regardless of 
shortcomings, however, it has persisted, 
many thousands of persons have bene- 
fited from it, and some effort is now be- 
ing made to purge it of its most unde- 
sirable features. 

Because of deficiencies in the system 
of assignment of counsel, recent years 
have seen the gradual appearance of of- 
ficers of the court who are generally 
spoken of as “public defenders.” Some 


lawyers. who serve in this capacity are 
employed by legal aid societies or by 
private social work agencies, and should 
more rightly be called voluntary or pri- 
vate defenders. Thus far defenders 
have been concerned almost exclusively 
with criminal cases, and hence their 
contribution in aiding the indigent is 
largely limited to one field of legal work. 
That it is a field of no small proportions, 
however, is clearly discernible when one 
reads, for example, that 60 per cent of 
all criminal cases coming before the 
Superior Court of Los Angeles County 
and 65 per cent of all cases in the Crim- 
inal Court of Cook County, Illinois, are 
handled by the office of public defender. 
It should be noted, furthermore, that in 
Los Angeles County, at least, the office 
now cares for civil as well as criminal 
cases. In a recent year almost twenty- 
seven thousand persons applied for aid 
in civil problems in that one area. 


SPECIALIZED CouRTS AND TRIBUNALS 


Institutions that are proving highly 
successful in aiding the poor are courts 
dealing with special types of cases, such 
as small claims and domestic relations. ` 
Small claims courts generally have juris- 
diction in matters involving fifty dollars 
or less that relate to claims for wages; 
debts; disputes about rent, board, and 
lodging; detention of property under 
claim of lien; damage to personal prop- 
erty; and so on. These are the cases in 
which wage earners are most likely to 
become involved. Such courts are au- 
thorized by law to disregard established 
rules of pleading, procedure, and evi- 
dence. Emphasis is placed on impartial 
hearings and reasoned determination 
upon the basis of ascertained facts. 
Thus delays are eliminated and unnec- 
essary costs are abolished. These tri- 
bunals are so simple in plan that, aided 
by a judge and a clerk, persons can 
conduct their own cases, thereby avoid- 
ing the expense of counsel and jury. 
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In a considerable number of highly in- 
dustrialized areas, where such institu- 
tions have appeared since 1913 when 
Cleveland created the initial one, it is 
generally agreed that they are perform- 
ing meritorious service for persons of 
small means who would otherwise be 
unable to obtain justice. 

Domestic relations courts evolved as 
a means for administering the laws 
against family desertion and nonsup- 
port. The City Court of Buffalo has 
the distinction of having established the 
first in 1910. In the same year New 
York City was authorized by legislation 
to found such a tribunal as part of the 
system of Magistrates’ Courts. The 
tendency of late has been to combine in 
one court the older domestic relations 
functions and jurisdiction over delin- 
quent and neglected children. This re- 
cent movement is an outgrowth of the 
recognition that problems of juvenile de- 
linquency cannot be solved without 
dealing with abnormal family situations. 
Regardless of whether domestic rela- 
tions courts have juvenile jurisdiction or 
not, the service they render the poor is 
very great. In cases of desertion—an 
occurrence which is so prevalent among 
low income groups as to be called the 
“poor man’s divorce”’—they have met 
with marked success in speedily appre- 
hending the husband and in forcing him 
to contribute to the support of wife and 
children. 

Conciliation tribunals are used to a 
very limited extent for the purpose of 
settling claims for wages, debts, rent, 
damage to property, and breach of con- 
tract, disputes between individuals, and 
so on. Conciliation is also employed 
for settling collective disputes between 
capital and labor, but, as such, is be- 
yond the province of this article. A 
conciliation tribunal is not a court, but 
an official agency presided over by a 
judge or a conciliator who may be ap- 
pointed by a judge. Its function is to 


try to persuade persons with differences 
to come to an agreement. It cannot 
render a decision or enter its own judg- 
ment, and rarely has even compulsory 
jurisdiction over the defendant. Parties 
are free to place their controversy be- 
fore the conciliator, and to abide by or 
reject at any time the solution he pro- 
poses. The lack of power of concilia- 
tion tribunals is so great a source of 
weakness that the future of this type of 
legal assistance cannot be foreseen. Yet 
conciliation might conceivably be of 
inestimable value to the poor, because, 
of all procedures ever invented, no other 
is so quick and so cheap. 


ADMINISTRATIVE AGENCIES 


Another method of furnishing justice 
to persons of small means has come 
through the creation of certain admin- 
istrative tribunals generally known as 
industrial accident boards or commis- 
sions, and through the appointment of 
officials who are given some jurisdiction 
over claims for wages. Before the 
first Workmen’s Compensation Act was 
passed in 1911, employees who sought 
to recover damages for injuries which 
were due to the negligence of employers 
found themselves at a great disadvan- 
tage. They were faced not only with 
delays in court procedure and fees which 
were often more than they could pay, 
but also with the common law and its 
outworn doctrine of liability. As the 
various states, except Mississippi, have 
enacted statutes providing workmen’s 
compensation, most of them have set 
up quasi-judicial agencies for the ad- 
ministration of these acts. By means 
of industrial accident boards, costs, fees, 
and the necessity for counsel have been 
largely abolished and delays greatly 
diminished. 

Just as civil litigation is too slow, 
cumbersome, and expensive for the set- 
tlement of cases of industrial accidents, 
so it is for cases dealing with wage 
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claims. In state after state, therefore, 
attempts have been made to devise new 
remedies. The most fruitful legislative 
effort has been the creation of an admin- 
istrative official, generally called a labor 
commissioner, whose duty is the’ en- 
forcement of wage-payment laws. Many 
states had long had laws regarding the 
payment of wages, but these statutes 
were not very effective because there 
was no state agency vested with specific 
or even general legal authority to collect 
wages. As late as 1935, the labor com- 
missioners of only nine jurisdictions had 
been intrusted with this task. At a na- 
tional conference on labor legislation 
called by the Federal Secretary of La- 
bor in that year, a model act dealing 
with the interests of wage claimants was 
prepared. Thus a new impetus was 
given to the movement, and bills are 
now pending in several state legislatures 
in the winter of 1939, 

Wage-payment laws have been seri- 
ously attacked on various grounds. 
Their constitutionality has been upheld, 
however, in some states, and it is be- 
lieved that in places where they have 
been declared invalid, redrafted legisla- 
tion would be found constitutional. Re- 
gardless of all the opposition of con- 
servative groups, proper wage-payment 
laws, put into effect by labor commis- 
sioners, afford a summary and inexpen- 
sive method whereby wage earners may 
enforce their claims. 


LEGAL Arp SOCIETIES 


In spite of the assistance rendered by 
the various persons and organizations 
already described, there are a large 
number of difficulties in which the poor 
may find themselves, that cannot be 
cared for by these designated agencies. 
They need attorneys for the drawing of 
contracts and other documents, and par- 
ticularly for advising them about their 
legal rights and the course of action 
they should pursue. Professional serv- 


ices in connection with litigation in the 
courts are necessary for: all cases of 
debts and contracts beyond the juris- 
diction of small claims courts and labor 
commissioners; contested cases of com- 
pensation for injuries and all accidents 
not within the scope of the compensa- 
tion acts; family difficulties which do 
not usually come within the jurisdiction 
of domestic relations courts, such as di- 
vorce, judicial separation, and custody 
and guardianship of minors; partnership 
disputes; bankruptcy; claims growing 
out of insurance, real estate titles, and 
mortgages; administration of the estates 
of deceased persons;, disputes concern- 
ing the ownership, conversion, or loss of 
personäl property; and so on. 

The agency that has been created to 
render service to the indigent whose 
needs fall within any of the above listed 
categories is the legal aid society. Or- 
ganized legal aid work appeared in New 
York City in 1876, when an office was 
opened and a salaried attorney was ap- 
pointed to give legal assistance to Ger- 
man immigrants who were subjected to 
frauds and impositions. Subsequent to 
1890 this office gradually but steadily 
broadened its function to care not only 
for the immigrant but for any person 
who because of poverty was in danger 
of being denied justice. In Chicago, le- 
gal aid was officially begun in 1886 for 
the purpose of protecting young girls 
from seduction under the guise of prof- 
fered employment. Two years later the 
Bureau of Justice, fostered by the Soci- 
ety for Ethical Culture, was opened in 
the same city. Since this Bureau at- 
tempted to supply legal services to 
needy persons, regardless of race, na- 
tionality, or sex, it may justly be 
considered the' first true legal aid 
society. 

From humble beginnings in the nine- 
teenth century, the legal aid movement 
has gained impetus until at present 
there are some eighty-five agencies car- 
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ing for more than a quarter of a million 
cases a year and with a total budget of 
more than half a million dollars. The 
service rendered by these agencies con- 
sists of advice on matters of law, adjust- 
ment of cases out of court, adjustment 
of difficulties by litigation, and the prep- 
aration and promotion of remedial legis- 
lation. Collections of money—one 
measurement of the tangible accom- 
plishments of such organizations— 
amounted to $557,856 for 1938, or 
about $15 a case. It may appear to 
many that the amount collected in cases 
growing out of contractual relations is 
so small as scarcely to warrant the ef- 
fort expended. To the poor, however, 
these sums frequently appear anything 
but small. And what is of even more 
consequence than the actual amount re- 
covered is the existence of an organiza- 
tion to which those in legal difficulties 
feel that they may turn with assurance 
that their rights will be protected. 
Subsequent articles will discuss in de- 
tail the typical forms of organization 
which legal aid societies assume. They 
range from the simple to the complex. 
In small communities one lawyer often 
volunteers his services, and social agen- 
cies refer clients having legal problems 
to him. In larger communities there 
may be a group of lawyers, appointed 
by the local bar association, who as- 
sume responsibility for handling legal 
aid cases. In many of the vast urban 
areas offices are maintained for the sole 
purpose of providing legal counsel for 
the poor. Some of these offices are 
sponsored or supervised by bar associa- 
tions; occasionally they are clinics op- 
erated by law schools; more often they 
are public bureaus, generally organized 
as departments of the municipal govern- 
ment; sometimes. they are departments 
of social agencies; most frequently of 
all they are private charitable corpora- 
tions that may or may not receive finan- 
cial support from community chests. 


EXTENSION OF LEGAL AID FACILITIES 


Although legal aid facilities—whether 
they be furnished by legal aid societies 
or by the other agencies previously de- 
scribed—have increased appreciably in 
number and effectiveness during the last 
twenty years, they are still very inade- 
quate. Even in communities where or- 
ganized efforts have been undertaken, 
funds are too small to provide service 
for thousands of potential clients, and 
publicity is too limited to educate the 
public in the use of organizations 
created to guarantee to the underprivi- 
leged a larger measure of justice. There 
are still great areas, moreover, particu- 
larly in the predominantly rural sec- 
tions, where almost no provision has 
been made for the legal needs of the 
poor. 

The National Association of Legal 
Aid Organizations has long been aware 
of this situation. It exists, in fact, for 
the express purpose of promoting and 
developing legal aid, of encouraging the 
formation of new legal aid organizations 
wherever they may be needed, and of 
providing a central body with defined 
duties and powers for the guidance of 
legal aid work. Since 1923, when this 
federation of legal aid societies was 
created, the National Association has 
attempted ‘to furnish genuine leadership 
to a movement of unquestioned signif- 
icance. 

At times, however, progress must 
have. seemed to it painfully slow. Of 
late it has been heartened by the inter- 
est that the American Bar Association is 
beginning to manifest in legal aid. 
Through the stimulus of that body, sur- 
veys of existing services either are being 
made or are contemplated in several com- 
munities, and integrated bars, in those 
states having such quasi-public bodies, 
are being urged to assume responsibility 
for legal aid within their respective juris- 
dictions. Recently plans have been for- 
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mulated that envisage co-operation by 
the two national organizations in the 
promotion and supervision of legal aid 
in its country-wide aspects. Thus the 
American Bar Association would be con- 
cerned with the expansion of the move- 
ment, while the National Association 
would supply essential technical infor- 
mation and guidance. 


LEGAL ASSISTANCE FOR PERSONS OF 
MODERATE MEANS 


No description of legal aid would be 
complete which failed to note the pros- 
pective emergence of a new form of 
legal service which, though conceived to 
be financially self-supporting if not 
profit-making, will otherwise probably 
be closely related in philosophy and 
technique to the older movement. 

Thus far, as we have seen, legal aid 
has been provided for some of the indi- 
gent and for a few specialized groups of 
persons. Day by day, however, it be- 
comes more apparent that there is a 
second enormous class in society per- 
haps equally in need of legal counsel. 
This class is comprised of persons of 
small economic means who are not en- 
titled to the services of most of the exist- 
ing legal aid societies. For them scarcely 
anything has been done. They have 
had so little experience in consulting 
lawyers that often they do not know 
when they need counsel. They conceive 
of the attorney as one to whom to turn 
for guidance only after trouble has been 
encountered. Of preventive legal serv- 
ice, which would keep difficulties from 
arising, they have heard almost nothing. 
Still more important is their distressing 
_ lack of knowledge of how to obtain as- 
sistance from honest and efficient law- 
yers at such fees as they can pay. This 
problem assumes grave proportions in 
large cities where people are not per- 
sonally acquainted one with another, 
and where the very lawyer whom they 
are likely to meet is not infrequently 


one whose professional preparation or 
integrity is questionable. 

Largely as the result of initial interest 
manifested by the National Lawyers 
Guild in the plight of this social class, 
detailed preliminary plans have been 
devised both in Chicago and in Phila- 
delphia for the creation of law offices 
to serve such persons. The Chicago 
plan, as originally conceived, visualized 
the creation of a central legal bureau, 
operated at cost by competent salaried 
attorneys, under the sponsorship of the 
bar of the city and under the super- 
vision of a board of trustees. It was 
to be the function of this bureau to 
engage in, explore, and develop fields of 
legal services required by society but 
not furnished by the legal profession. 
As one of its duties it was to attempt 
to educate the low income groups and 
the public at large about their needs for 
legal services. 

The Philadelphia plan contemplated 
the establishment of decentralized law 
offices in various neighborhoods in and 
around the city where no practicing 
lawyers were situated. It provided that 
able and well-trained young attorneys 
offer general practitioner service in all 
civil matters at moderate standardized 
fees. Inasmuch as the originators of 
this plan conceived of it as a social 
experiment, they deemed it desirable 
that some appropriate nonlegal agency 
observe, criticize, and evaluate the work 
of the several offices. 

As yet neither plan has been put in 
operation, although it is reported that 
community centers in Philadelphia will 
probably be opened in the near future. 
In Chicago a further plan, less compre- 
hensive than the first but perhaps more 
likely to gain the support of the Chicago 
Bar Association, is being devised. The 
problems encountered in both cities have 
already been numerous. There has been 
insufficient co-operation within the bars 
of the two areas, and funds have not 


8 THE ANNALS OF THE AMERICAN ACADEMY 


been found to subsidize the offices for 
an initial period until they should logi- 
cally become self-supporting. Hence 
the success of these and other plans now 
being formulated cannot be foreseen. 
One thing, however, is certain: if justice 
is to be promoted through enlarging its 
scope, legal service must not continue 


to be withheld from those who can pay 
but modest fees. The extension of pro- 
fessional assistance to that vast segment 
of the population which constitutes the 
low income group may, therefore, well 
be the next great advance to which legal 
aid has courageously and effectively 
pointed the way. 
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‘ Surveying the Need for Legal Aid 


By EDMUND RUFFIN BECKWITH 


HE idea that legal aid work could 

and should be surveyed is not new. 
In 1919 Reginald Heber Smith pub- 
lished his monumental book, Justice and 
the Poor. This was the first survey in 
the field and covered a national study, 
the objective being to determine the na- 
ture and extent of the existing denial of 
justice to the poor, and of the agencies 
making more equal their position before 
the law. The most significant result of 
this work has been the growing public 
acknowledgment that legal aid is an in- 
tegral part of the administration of jus- 
tice. 

The second survey was conducted in 
1928 in New York City by a Joint Com- 
mittee of the Association of the Bar of 
the City of New York and the Welfare 
Council of New York City. Its objec- 
tive was to find out the existing situation 
and the means of possible improvement 
by way of better co-ordination and bet- 
ter public support. 

The nature and the present state of 
legal aid work are such that any survey 
of it must use a number of experimental 
methods. This account of such projects 
will undertake to describe in detail the 
procedures adopted in New York City 
during the current year, with some sup- 
plemental material from other surveys. 

New York City comprises five coun- 
ties which range from semirural condi- 
tions in Staten Island (Richmond 
County) through the relatively open 
residential areas of Bronx and Queens 
to the great congestion of both living 
and commerce in Brooklyn (Kings 
County) and Manhattan (New York 
County). In each county there is an 
active bar association, and in Manhat- 
tan there are also the old and powerful 
Association of the Bar of the City, and 
the newcomer, the New York Chapter 


of the National Lawyers Guild. Many 
lawyers in the city are members of the 
State Bar Association and of the Ameri- 
can Bar Association, and the voices of 
all these groups have to be heard if the 
dominant sentiment of the bar is to be 
perceived. The first step in the survey 
was accordingly to extend from the 
American Bar Association’s Standing 
Committee on Legal Aid Work an in- 
vitation to all the other groups to dele- 
gate one lawyer each to serve on a joint 
committee, and all of them accepted. 

Most of the men selected had had ex- 
perience on local legal aid committees, 
some had served on the boards of op- 
erating legal aid societies, and the Amer- 
ican Bar Association’s representative 
was also authorized to represent the 
National Association of Legal Aid Or- 
ganizations. It is clear that nearly all 
these persons were sympathetic to “the 
cause”; but a number of precautions 
were taken to assure an objective and 
impartial study, while the committee 
undertook only to deal with general pol- 
icy and to facilitate the inquiries of the 
staff. 


SPONSORSHIP BY SOCIAL WORK 
ORGANIZATION 


The unanimity of the bar in assenting 
to the Joint Committee’s project served 
to demonstrate in the great city that 
here also there is a strong and growing 
realization on the part of lawyers that 
this important stratum of the admin- 
istration of justice must be continually 
re-examined and extended. But it is 
clearly not enough to leave to the bar 
alone either the study or the operation 
of the work. Legal aid does not sub- 
sist merely as a theory or in a social 
vacuum, and the bar could no more 
finance and man it than medicine could 
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build and endow and staff the hospitals 
and clinics in which doctors exercise 
their art for somewhat the same por- 
tion of the population. 

The Welfare Council of New York 
was created to develop a co-ordinating 
and planning center for the city’s social 
and health agencies, public and volun- 
tary. Its purposes are to bring about 
a better factual basis for community 
planning, better standards of social 
work, and better public understanding 
and support of social work. The Coun- 
cil works through four types of organ- 
ization: functional groupings of agencies 
known as sections, district groupings 
known as regional councils, standing 
committees on subjects of city-wide con- 
cern that lie in more than one functional 
field, and central services provided by 
the Council’s staff. 

The Council considered that for the 
purpose of the legal aid survey its con- 
stituent agencies could be regarded in 
three groups—Public Departments, Set- 
tlement Houses and Educational Recre- 
ational Agencies, and Family Service 
and Relief Agencies; and it delegated to 
the Joint Committee three persons, each 
with long executive experience in some 
one of these general types of social work. 

When the membership of the commit- 
tee was filled up in this manner it com- 
prised people of both sexes who repre- 
sented most of the principal religious 
groups and a great variety of political 
and economic opinions. They had no 
difficulty in organizing themselves or in 
delegating various parts of their work to 
subcommittees. 


THE STAFF 


It is highly probable that a satisfac- 
tory inquiry could be made under the 
direction of lawyers not experienced in 
legal aid work, for the clients of legal 
aid do not, as clients, differ from any 
other persons in need of lawyers’ serv- 
ices; and the determination that they 


are unable to pay for such services is 
not an intricate matter. In New York 
the Joint Committee was able to call 
upon the Attorney-in-Chief of the Legal 
Aid Society and he became Director of 
the Survey, giving generously of his 
time for consultation but without orig- 
inal responsibility for the research. 

The post of Assistant Director was 
created for a purpose more nearly rele- 
vant to the general and country-wide 
program of legal aid than to the local 
needs. The Junior Bar Section of the 
American Bar Association, composed of 
lawyers under thirty-six years of age 
and now numbering about six thousand 
members, has shown a lively interest in 
all the problems of the poor litigant. In 
recognition of this highly serviceable at- 
titude, the Joint Committee tendered 
the assistant’s position to the State 
Chairman of that section, and he has 
brought to the enterprise the vigorous 
assistance of a number of his colleagues. 

The field work is being done by two 
competent persons, a woman with ex- 
perience as a practicing lawyer and a 
man with legal and economic training. 
One works full time at a weekly salary, 
the other part time for a fixed sum. 
Stenographic and incidental services are 
supplied gratis by one or more lawyers’ 
offices. 


OBJECTIVES 


It is desirable to distinguish between 
the reasons for originating this work, 
the purposes contemplated by the Joint 
Committee, and the final ideal in which 
the hopes of many people coalesce. 

The American Bar Association’s com- 
mittee is concerned to stimulate interest 
generally over the country, and has 
taken an advisory part in most of the 
projects designed in recent years for the 
study of legal aid. The committee saw 
in the complex and various metropolitan 
scene, in its people and their problems, 
its phenomena and organization of com- 


munity life, the opportunity to produce 
a standard survey some part of which 
will be adaptable to any situation. For 
this reason a departure was made from 
the committee’s usual rule that its small 
funds are not used in local projects, and 
the effort will be considered successful 
in this aspect if the completed work is 
little more than a practical manual for 
discovering and measuring the need for 
. legal aid. 

The Joint Committee, viewing its un- 
dertaking as a Jocal one and as the op- 
portunity to enlarge an important social 
service in the city, has posed for itself 
certain more specific questions. It 
hopes to discover the actual need for 
legal aid, including the means of making 
such discovery; to ascertain what part 
of the need is met, including a consid- 
eration of the effective ways of meeting 
it; and to explore the avenues leading 
toward improved general organization 
and a broader support for the whole en- 
terprise, regarding it as not only a pro- 
fessional specialty but also a necessary 
public service. The researches, although 
limited somewhat by the available time 
and money, are being directed at every 
discoverable form of legal service given 
to the indigent, in courts and admin- 
istrative agencies, by formal organized 
efforts and by volunteers, by racial, na- 
tional, economic, religious, and political 
groups, whether in contact with the bar 
or, as seems probable in many instances, 
without recognition of the fact that a 
technical matter is in any way involved. 

The broader ideals toward which all 
this display of energy is working seem 
simple enough. A vague mutual an- 
tipathy between the bar and the profes- 
sion of social work is everywhere taken 
for granted, but there is a hope here 
that a corrective can be found. The as- 
surance that legal rights shall not be 
lost, that the fundamental social disci- 
pline of the law shall be efficient in the 
best democratic sense of the term, seems 
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worth working for. Perhaps ways can 
be found to inform the social technician 
when the legal one is needed and how to 
make the contact; to illumine the law- 
yer’s analysis of his client and his pro- 
cedure by practical applications of the 
means for social rehabilitation; and to 
construct out of the multiform data now 
accumulating a workable basis of new 
co-operation between two great groups 
of experts. 


METHODS 


It is believed that no special or pecu- 
liar processes are required to bring to 
light in any community the facts relat- 
ing to legal aid except in respect to the 
prevalent unfamiliarity with the sub- 
ject and the resulting lack of statistical 
and other records. This condition does 
not enforce any radical departure from 
ordinary methods of investigation, but 
it may frequently indicate the need for 
unusual patience. 

In New York all the common steps 
were taken and some of them were com- 
bined in different ways, but the most 
common activity of the research asso- 
ciates was the simple one called “leg 
work.” It consists of requesting specific 
data from various agencies and then 
continuing to call upon those agencies 
until the data are secured. 

From the courts and certain of the 
public offices, it was easy to obtain 
routine reports. It may perhaps be 
doubted whether all the figures are en- 
tirely accurate, but at any rate they 
were recorded with an understanding of 
the problem and they do at least dis- 
close typical cases of free legal service 
for the indigent, with some indication 
of their number. A study is being fur- 
ther developed with regard to the pos- 
sible significance of the relative volume 
of work in cases of different nature or 
implication. 

From the organized legal aid groups, 
including the standing committees of 
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the bar associations, reasonably accu- 
rate and well-classified data could be 
had. This is, of course, not surprising, 
and neither is it remarkable that the 
facility of investigation ended at this 
point. 

The social agencies were entirely 
friendly. Through the staff members 
of the Welfare Council it was possible 
to draft appropriate letters requesting 
interviews and the inspection of rec- 
ords; this to be followed in some cases 
by more detailed questions and in some 
by the submission of transcripts for cor- 
rection. Here much remains for future 
formulation. It is often true that rec- 
ords are made without much awareness 
that legal service is being given or that 
specialized technical help is indicated or 
even that it exists. More and more 
clearly the fact emerges that there is 
needed between the bar and other social 
agencies a basis of co-operation, which 
will in turn require a more general un- 
derstanding on the one part of the im- 
plications, and on the other part of the 
nature of legal right. Only then is it 
likely that a continuously operative rou- 
tine can be established. 

Among some of the national and ra- 
cial organizations a confusing situation 
was discovered. In some instances legal 
aid was being given deliberately upon 
the assumption that the particular group 
could do it better than any other, while 
sometimes it was found that the work 
done was not thought of directly for 
what it was, but only as a means to ac- 
complish other ends, such as the nat- 
uralization of certain persons, or assist- 
ing individuals to comply with some 
other requirement for work or for re- 
lief or social insurance. Here were 
fields which had totally escaped the at- 
tention of practically everybody con- 
cerned with the law as a social science 
or with the administration of legal pro- 
cedures as a part of the social mech- 
anism. 


Among various religious groups, wom- 
en’s clubs, and professional and working 
women’s organizations, a lively interest 
in the subject exists, and in the aggre- 
gate a substantial amount of work is 
done by individual lawyers who are 
members of such groups or are known 
to them and are subject to some pres- 
sure or persuasion. Probably no accu- 
rate statistics are obtainable, and here 
again is a great section of the commu- 
nity which has had little or no oppor- 
tunity to regard the subject as having 
any organic significance. 

It is believed that much the same re- 
sults will be disclosed by inquiries, not 
yet far enough advanced to be conclu- 
sive, into the work done for their in- 
digent members by labor organizations, 
and for all sorts of applicants by the 
big-city type of political club. For the 
purpose in hand, certain kinds of cases, 
such as those arising from labor dis- 
putes, have been excluded from consid- 
eration. As to all others, it is believed 
that in any event some rather interest- 
ing samples will turn up, and that some 
starting points will be established for 
new attempts at social understanding. 

There still remain other possible 
sources of information, such as health 
organizations, newspapers, police, prose- 
cutors’ offices, and a few more, all of 
which are being examined. A sample 
test is being made of lawyers in private 
practice as to what they individually do 
when and if they are asked to serve the 
poor, and some classification is at- 
tempted with regard to age, nature of 
practice, and office organization of the 
persons addressed. No prediction can 
now be made as to what these inquiries 
will disclose. 

It is assumed that this widespread 
search will afford, in systematic and co- 
ordinated fashion, a fairly clear view of 
that portion of the need for legal aid 
which is being met by whatever means; 
and a further view, though perhaps one 
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far less clear, of the need for which there 
is no present provision. If the outlines 
of the whole problem are defined, there 
can be a confident approach to reorgan- 
ization and extension of the work which 
is at bottom an essential demonstration 
of the democratic process. 


RESULTS AND TREATMENT 


When the field work in New York is 
considered complete and has been put 
in tentative form for publication, it will 
be submitted to competent and disinter- 
ested criticism in order that it may be 
clearly established as a fair and accurate 
study. Its sponsors hope that it will 
also comprise an adequate interpretation 
of the findings, in such useful and in- 
spiring form that an effort to reproduce 
them will be made in many places and 
that a correlation of social-legal pur- 
poses within and without the bar gen- 
erally may be very greatly encouraged. 
If the whole work attains to the stand- 
ard of merit intended, it will be pub- 
lished under the auspices of the Joint 
Committee toward the end of 1939. 


SURVEY IN WASHINGTON STATE 


In the state of Washington three fac- 
tors combined to make possible a survey 
in 1938: the existence of an integrated 
State Bar Association and a State De- 
partment of Social Security, and the 
residence in Seattle of Lane Summers, 
Esquire, a member of the American Bar 
Association’s committee and for many 
years an active worker for legal aid. 
By letter and questionnaire and inter- 
view, by traveling twenty-eight hundred 
miles, and with the assistance of local 
lawyers and administrators for the Se- 
curity Department, Mr. Summers was 
able to collect the essential information 
for a highly competent report. In part 
at least, the result was the enactment of 
a state law? under which the boards of 


1 Session Laws of Washington 1939, Chap. 
93, p. 253. 


county commissioners in the three urban 
counties may appropriate funds which 
the State Bar Association must then ad- 
minister through a legal aid bureau. 
This development may well be followed 
in other states where the bar is an incor- 
porated agency of the state on the inte- 
grated plan. 

Also partly as a result of the survey, 
Mr. Summers was able to get the volun- 
tary support of the Seattle Bar Associa- 
tion for a bureau in Seattle, which is 
now in operation; and it seems probable 
that this is the outcome to be expected, 
and might well be the declared objec- 
tive, of all local surveys. None has yet 
been made that has not pointed unmis- 
takably to the conclusion that wherever 
legal aid work is not being done, it is 
needed. 

The extent of the problem is partly 
indicated by a finding in which the 
Washington survey supports all other 
studies, and which effectively disposes of 
the contention sometimes advanced that 
unorganized and informal legal services 
are adequate. The report says: 


It is apparent that no statistics were 
available, and that the public officials, at- 
torneys and others interviewed were not 
only vague as to figures but vague as to 
the classes of legal problems with which 


. indigent persons are troubled. 


SURVEY IN BUTLER COUNTY 


A survey in Butler County, Pennsyl- 
vania, was made in 1938 by volunteers 
from the Sociology Department of the 
University of Pittsburgh under the di- 
rection of Wayne Theophilus, Esquire, 
attorney-in-chief for the Pittsburgh Le- 
gal Aid Society. This county, with 80,- 
000 population in an area of 790 square 
miles, nearly one-third of its people be- 
ing residents of the principal town, is 
probably typical of hundreds of other 
counties. The study was made almost 
entirely by means of interviews follow- 
ing letters of introduction from persons 
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of importance, obtained on behalf of 
the American Bar Association’s commit- 
-tee. The conclusions reached, the more 
persuasive because the investigators 
were themselves without any previous 
knowledge of or predisposition toward 
legal aid, concur with those of all other 
surveys. 

Only those persons who had di- 
rect contact with the indigent were 
aware of the nature of the legal 
services they require; only those who 
did not know a friendly lawyer or two, 
to whom they referred persons in need 
of advice, had ever given a thought to 
organization. But among the relatively 
few sources of tangible data, the inquiry 
found support for a sound guess that in 
the course of each year many cases arise 
in the light of which the absence of ade- 
quate legal aid organization appears for 
what it is, a serious social shortcoming. 


SURVEY IN NORTH CAROLINA 


In North Carolina during recent 
months the members of the State Bar 
Association assisted the present writer 
in arriving at some informal conclusions 
by giving a notable response to an in- 
quiry by mail. A short letter explaining 
the general purpose and inclosing a list 
of eighteen “Yes or No” questions was 
mailed to 774 members of the Associa- 
tion. More than 200 replies were re- 
turned. North Carolina, like Washing- 
ton, has an integrated bar and a 
department of the state government 
concerned with welfare work. One 
question was whether it would be de- 
sirable to conduct a formal survey of 
the need for legal aid in the state under 
the auspices of the bar alone or in con- 
junction with the department. There 
were many sharp contrasts in the an- 
swers as to the need, the practical util- 
ity, and the social philosophy of legal 
aid, but 91 per cent of all the answers 
favored a formal inquiry. 

Such a response indicates, in both its 


tenor and its volume, that with more 
exact preparation of the preliminary 
data and perhaps a very moderate 
amount of local assistance, it should be 
possible by this simple and inexpensive 
method to get very close to the relevant 
facts (which, after all, do not greatly 
vary in any substantially similar com- 
munities) and to the dominant senti- 
ment of the bar, which is in the end the 
deciding factor in this field. 

An opportunity to compare results 
will be available in the near future, be- 
cause a committee of the Nevada Bar 
Association is duplicating the procedure 
just described. 


VARIOUS SURVEYS 


The Junior Bar Section of the Ameri- 
can Bar Association is taking steps to- 
ward the execution of many local sur- 
veys under general policies and methods 
determined by its council, a nationally 
representative body. In [Illinois the 
Section on Younger Members Activities 
of the State Bar Association, under the 
leadership of James P. Economos, 
Esquire, of Chicago, who has been a 
member of the American Bar Associa- 
tion’s standing committee, is preparing 
to launch a mail campaign designed 
both to survey the state and to induce 
young lawyers to undertake legal aid 
work for their local bar associations. 

In another state, with regard to which 
no announcement has been authorized, 
the governing board of the state bar is 
preparing to make its own survey. 

In many localities, committees of law- 
yers or joint groups including welfare 
workers and other civic leaders are be- 
ginning to agitate for information, for 
public interest, sometimes for legisla- 
tion applicable to a part of the problem- 
such as that creating small claims courts 
or the office of public defender, or more 
generally for voluntary financial support 
during an experimental period. It 
seems not at all unlikely that before 


Pa 
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very long there will be a general inquiry 
afoot in the country which will concern 
itself not with “whether,” because that 
will be admitted, and not with “by 
whom,” because the responsible leader- 
ship of the bar will be recognized, but 
with “how soon” and “how much” legal 
aid work can be undertaken. 

The techniques for such investiga- 
tions will be well settled by the current 
efforts, and with that better understand- 


ing of the objective which is surely aris- 
ing from the present agitation it can 
easily develop that the results will be 
more simply obtained, more exactly in- 
terpreted, and more eagerly accepted. 
The day may not be far off when the 
undeniable American instinct to “give 
every man a decent break” will create 
a country-wide certainty “that no one 
shall lose his legal rights for poverty 
alone.” 


Edmund Rufin Beckwith is a practicing lawyer in 
the firm of Beckwith & Van Slyck, New York City. 
He is a vice-president of the National Association of 
Legal Aid Organizations, a director of the American 
Judicature Society, and chairman of the Conference 
on Personal Finance Law. As secretary of the Ameri- 
can Bar Association’s Standing Committee on Legal 
Aid Work he initiated the survey in New York City 
which he describes in.the foregoing article, and he is 
chairman of the Joint Committee which has sponsored 
that undertaking. He is author of various papers on 
general legal topics, and has in preparation a Life of 


John Wright Stanly. 


Public Defenders in Criminal Cases 


By Mayer C. GOLDMAN 


i MUST be generally recognized that 
in the administration of justice an 
impartial search for the truth should be 
the paramount consideration. Although 
many persons believe that under our 
present system those accused of crime 
are already too carefully protected by 
various legal presumptions and techni- 
calities, the prevailing sentiment un- 
doubtedly is that the administration of 
our criminal law is, in many respects, 
unsatisfactory and inadequate. 

Mr. Chief Justice Hughes said some 
years ago, “The administration of the 
criminal law is a disgrace to civiliza- 
tion.” President Roosevelt stated: 
“There are two kinds of justice in this 
country; one for the rich and one for 
the poor.” 

There is sound basis for such criti- 
cism. A modern criminal trial is not 
so much an inquiry to ascertain the 
truth as it is a battle of wits between 
opposing forces, to obtain partisan ad- 
vantage. Justice in this country is con~ 
stantly denied. The poor too frequently 
are the victims of their poverty. The 
gangster and criminal rich too often 
escape merited punishment. When two 
such distinguished authorities as Presi- 
dent Roosevelt and Chief Justice 
Hughes agree about our inadequate and 
unfair legal system, who can blame the 
man in the street for saying “There ain’t 
no justice”? 

About thirty-one years ago, Harry K. 
Thaw, a young millionaire, went to the 
roof of Madison Square Garden, ap- 
proached the table where Stanford 
White was sitting, and shot him dead. 
The case was starkly simple. Yet today 
Harry Thaw walks the streets a free 
man. That same day, John Doe, a 
hard-working newsboy and sole support 
of an ailing mother, was haled into 
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court on a presumably trumped-up 
charge. He did not have the money 
to hire one of the many expensive law- 
yers enrolled under the Thaw banner, 
or to hire any lawyer at all. His case 
was starkly simple, too. He went to 
jail. 

The fundamentals of this situation 
have not changed.. It is easier for a 
camel to go through the eye of a needle 
than it is to make a rich criminal go to 
prison. On the other hand, a poor man, 
whether he be innocent or guilty, once 
arrested, is already on his way to a 
prison cell. If he cannot afford a lawyer 
to defend him, he must seek charity 
from a legal aid society or throw him- 
self on the mercy of the court. 


DEFECTS OF ASSIGNED COUNSEL 
SYSTEM 


The present “assigned counsel” sys- 
tem is farcical in its operation and tragic 
in its consequences. It is a mere gesture 
to justice. It provides no compensation 
whatever (in many states) to lawyers 
appointed by the court to defend poor 
persons (except in capital cases). It 
neither protects the accused nor satisfies 
the community. It is as unfair to the 
lawyer as it is to the accused. Even if 
competent and conscientious lawyers 
were assigned, they lack the necessary 
moneys to make a merited defense. 
Frequently they wholly fail to measure 
up to their job—through lack of char- 
acter or ability or experience. Gen- 
erally, the accused does not even know 
the lawyer assigned to him, does not 
trust him and does not want him. That 
is the price he pays for a defense—not 
because he is guilty, but because he is 
poor. What a travesty on justice! 

Although the court has inherent power 
to assign the best type of lawyer, the 
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accused often gets the worst type. The 
existing system is a public scandal, 
which has been frequently criticized by 
judges, sociologists, and others. It 
would be a simple matter, if space per- 
mitted, to point out the many striking 
miscarriages of criminal justice, unfair 
trials, wrongful convictions, excessive 
punishments——all due to the state’s fail- 
ure adequately to protect accused poor 
persons. The law reports and many 
textbooks tell the sad story only too 
well. 

Society owes a duty to all persons, re- 
gardless of race, creed, or purse, to pro- 
tect their fundamental right to a fair 
trial, through competent counsel. It 
likewise must protect itself against or- 
ganized crime and desperate criminals, 
now entirely too well defended by dis- 
reputable lawyers, who often share the 
proceeds of crime. Although the duty 
of society is to shield the innocent and 
punish the guilty, it has signally failed 
to do either. A drastic change in crim- 
inal law is urgent. The state legisla- 
tures have been either unwilling or 
asleep. Neither they nor the bar associ- 
ations have thus far assumed the neces- 
sary leadership in dealing with this vital 
social problem. An awakening of the 
public conscience is necessary to effect 
that “equality of justice” which the- 
oretically is proclaimed under our pres- 
ent legal procedure. 

It is as much the function of the state 
to shield the innocent as to convict the 
guilty, and the “presumption of inno- 
cence” is worthless unless it carries with 
it the right to the accused person to be 
defended by competent counsel and to 
have the benefit of a fair trial. If it is 
the function of the public to pay for the 
defense of indigent persons charged with 
capital crimes, it should be equally the 
function of the public to pay for the 
defense of such persons charged with 
lesser crimes. 

The true solution of the poor man’s 


problem in the criminal courts is the 
establishment of official public defend- 
ers, or state defense counsel, as a neces- 
sary part of the administration of crim- 
inal justice. The plan is sanctioned by 
historical precedent in other countries 
and by experience in this country. 


DEFENSE OF Poor IN FOREIGN 
COUNTRIES 


A brief outline as to the defense of 
accused poor persons in foreign juris- 
dictions is interesting. 

An official called “Pauperus Procura- 
tor” appears to have existed under the 
Roman Papal Government.* There was 
such an official in Spain in the fifteenth 
century. In the Cortes of Madrigal 
(1496) and in the one of Toledo 
(1480), 


The judges were to ascertain every week, 
either by personal inspection or report, the 
condition of the prisons, the number of the 
prisoners and the nature of the offenses for 
which they were confined. They were re- 
quired to bring them to a speedy trial and 
afford every facility for their defense. An 
attorney was provided at public expense, 
under the title of advocate for the poor, 
whose duty it was to defend the suits of 
such as are unable to maintain them at 
their own costs.? 


The Spanish law provides for the em- 
ployment of counsel to represent indi- 
gents in both civil and criminal cases. 

The criminal code of Hungary pro- 
vides specifically for a public defender 
in certain cases. 

In the Argentine Republic the defense 
of accused persons unable to employ 
counsel is intrusted to the defenders of 
poor and absents. 

In France there exists an organization 
called L’Assistance Judiciare, through 
which persons without sufficient means 


1 Robert Browning, The Ring and the Book, 
Vol. IN, p. 279. 

2 William H. Prescott, History of the Reign 
of Ferdinand and Isabella, Vol. I, p. 194. 
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are entitled to avail themselves of the 
protection of the courts. The bar in 
- that country is unified into an order; 
assignments to the defense of indigent 
prisoners are made by the executive 
head of the order, from the bar in gen- 
eral, and accepted as obligatory. 

In Belgium an indigent person has the 
right to choose a lawyer who gives his 
services gratuitously. He is called a 
“Pro Deo” lawyer. 

The Constitution of Mexico provides 
for the free public defense of its citizens. 

The Norwegian Act of May 22, 1902, 
prescribes that a lawyer must be as- 
signed by the court for the defense of 
any person who is being tried for crime, 
the expense thereof to be borne by the 
state. 

In England, counsel assigned to the 
defense of an accused person is paid by 
the government. 

Under the Danish criminal system the 
court appoints in each case a prosecutor 
and a defender for the accused person, 
both of whom are selected from a com- 
petent staff. 


OBJECTIONS ANSWERED 


The public defender system has 
worked efficiently and economically in 
Los Angeles, San Francisco, Oakland, 
Chicago, Bridgeport, New Haven, Hart- 
ford, Canal Zone, Columbus (Ohio), 
St. Louis, Tulsa, and other communities. 
Its logic and fundamental justice are no 
longer debatable. 

All the principal theoretical objections 
which were at first urged against this 
system by lawyers and bar associations 
——viz.: increased expense, political con- 
trol, the inability of the state to prose- 
cute and defend at the same time, that 
innocent persons are rarely, if ever, con- 
victed, and others—have been wholly 
discredited. Wherever this plan has 
been amply tested by experience, no- 
tably in Los Angeles, San Francisco, 
St. Louis, Oakland, and Chicago, the 


fact is that not only have public de- 
fenders not increased the expense to 
those communities, but they have mate- 
rially reduced it. One notable instance 
will serve to illustrate the economy re- 
sulting from this office. In Chicago, 
very substantial savings to the tax- 
payers have been effected, generally 
speaking, as stated by Public Defender 
Benjamin C. Bachrach in September 
1938, as follows: 


1. By holding down the number of jury 
trials. 

2. By always being prepared and ready to 
proceed with trials, thereby avoiding nu- 
merous continuances. 

3. By shortening trials (e) by speedily se- 
lecting juries; (b) by stipulating neces- 
sary facts to avoid continuances. 

4. By advising defendants when the case 
is hopelessly against them to plead guilty 
and thereby save the time of the court. 

5. By eliminating in capital cases fees pro- 
vided by law for each indigent defend- 
ant. 


As to the frequent objection that pub- 
lic defenders are subject to political in- 
fluence and control, they are no more or 
no less politically influenced or con- 
trolled than any other public officials. 
It is, of course, important that they, like 
all other public officials, should be free 
from such domination—if that be pos- 
sible. If our system of selecting officials 
is wrong, the system should be changed; 
but to urge that public defenders may 
be corrupt begs the question, since 
judges, prosecutors, jurors, and others 
may also be corrupt. They should be 
appointed by an appellate court, to min- 
imize political influence. 

As to the so-called incongruity for the 
state to prosecute and defend at the 
same time, the comment thereon by for- 
mer Attorney-General Cummings, in his 
1938 annual report, is interesting. He 
said: 


This is a superficial point of view, for it 
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overlooks. the principle that the Govern- 
ment should be as anxious to shield the in- 
nocent as it is to punish the guilty. More- 
over, many of those who in one breath 
oppose the creation of the office of public 
defender, in the next breath approve the 
system under which lawyers are in fact as- 
signed to defend indigent prisoners. . . . 


BENEFITS OF THE PLAN 


The benefits which would flow from 
a general adoption of the system of pub- 
lic defenders are both vital and numer- 
ous, viz.: (1) the rights of accused poor 
persons would be better protected; (2) 
there would be fewer unscrupulous and 
perjured defenses; (3) prisoners, rich or 
poor, would be equal before the law; 
(4) the truth would be more available; 
(5) there would be fewer pleas of guilty 
at the instance of indifferent and un- 
compensated lawyers; (6) trials would 
be expedited; (7) the administration of 
justice would be raised to a higher 
plane; (8) over-punishment would be 
prevented; (9) expense would be de- 
creased. 

It would be simple to amplify these 
benefits by sound argument if their logic 
is challenged. 

The chief opposition to the public de- 
fender plan, for which the writer has 
fought for a quarter of a century, has 
come from within the legal profession. 
Officials of the old-line lawyers’ associ- 
ations have opposed the plan on the 
ground that its successful operation on 
a national scale might encourage other 
governmental “encroachments” on pri- 
vate practice. “Some among us,” for- 
mer President Stinchfield of the Ameri- 
can Bar Association is quoted as saying, 
“say it is a step toward the socialization 
of the profession.” 

Against this timid and obviously self- 
centered and extremely selfish attitude 
of the orthodox bar groups, the newly 
organized National Lawyers Guild, at 
its first national convention in Wash- 


ington, D. C., unanimously adopted the 
writer’s resolution for the extension of 
the official public defender system. If 
the public defender plan is “socialized 
justice,” by all means let us have more 
of it. 


MOVEMENT TOWARD PUBLIC DEFENDER 
PLAN 


Many communities, notably Boston, 
Philadelphia, Pittsburgh, Houston, and 
Washington, are now experimenting 
with or considering the public defender 
plan in one form or another. The or- 
ganized bar is finally waking up to the 
fact that it is its job, to a very large 
extent, to arouse the public to the need 
for more effective legal aid for the poor, 
in both criminal and civil cases. The 
trend in that direction is amply indi- 
cated by recent reports made by appro- 
priate committees of the American Bar 
Association. It is interesting to note 
that its Standing Committee on Juris- 
prudence and Law Reform, in its 1939 
report to the Association, recommended 
the adoption of the following resolution: 
“Resolved, that the Association ap- 
proves in principle the establishment of 
a system of public defenders in the Fed- 
eral courts.” 

This resolution was adopted by the 
House of Delegates of the American Bar 
Association at its annual meeting, July 
13, 1939. A similar resolution was like- 
wise adopted by the Junior Bar Confer- 
ence of the Association at the same an- 
nual meeting. 

This is the first time that the subject 
of public defenders has been given any 
really favorable attention by any com- 
mittee or group of the American Bar 
Association. 

Perhaps the most significant step for- 
ward thus far taken in support of the 
public defender plan—with the possible 
exception of the actual creation of the 
office in various American communities 
—is the fact that the former Attorney- 
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General of the United States submitted 
to the Judicial Conference between the 
Chief Justice of the United States and 
the nine Senior United States Circuit 
Judges, at its 1937 and 1938 meetings, 
the subject of proper representation for 
indigent defendants in criminal cases, 
and that the Conference adopted a res- 
olution in part as follows: “We approve 
in principle the appointment of a Pub- 
lic Defender where the amount of crim- 
inal business of a district court justifies 
the appointment. .. .” 

It should also be noted that the 
Standing Committee on Legal Aid Work 
of the American Bar Association, in its 
1937 annual report, gave much consid- 
eration to the public defender plan and 
stated therein: “We believe that every 
man accused of serious crime is abso- 
lutely entitled to counsel and that, if he 
is too poor to employ one society must 
furnish him one.” (Italics mine.) 


ARGUMENTS FOR STATE DEFENSE 


Through the public defender plan the 
innocent are amply protected, while the 
' vicious and dangerous criminals are not 
over-defended. In fact, the professional 
crook or gangster prefers private coun- 
sel, for obvious reasons. The one thing 
which such a criminal does zot want is 
justice. Under the public defender plan 
the guilty get only what they are en- 
titled to—a fair trial—and no more. 
Justice is the ultimate goal. All the 
technicalities, strategems, delays, framed 
defenses, and crooked alibis of the av- 
erage criminal trial are eliminated 
through counsel having no axe to grind, 
but only the desire to see that justice 


. is done. 


Why should a rich or powerful de- 
fendant, or a gangster with a record— 
probably guilty—enjoy an advantage 
through the law over a poor defendant, 
perhaps innocent, merely because he 
can hire counsel of his choice and check- 
mate justice at every turn? 


There is sound reason to urge com- 
pulsory state defense for ail accused per- 
sons, but that is another problem. Why 
should one accused person be permitted 
to choose his lawyer while another takes 
the uncompensated and usually indiffer- 
ent lawyer who is thrust upon him by 
the court? There is no constitutional 
right to anyone to choose his own law- 
yer, despite the general impression of 
the bar and the public to the contrary. 
All that the United States Constitution . 
guarantees to any accused person is the 
right to the “assistance of counsel.” 
That right is vindicated when the court 
assigns counsel to the defendant.® 

However, the primary need is for 
public defense for accused poor persons, 
although it is equally important that the 
menace of the rich or vicious criminal 
aided by crooked lawyers or “lawyer- 
criminals” should be wiped out. Elim- 
inate the lawyer who advises the rack- 
eteer how and when to break the law, 
and organized crime will quickly dis- 
appear. We can no longer tolerate the 
unethical criminal lawyer, who is will- 
ing and anxious to pervert justice. No- 
where in the civilized world is crime so 
rampant as in this country. Nowhere 
are lawyers so poorly regarded by the 
public. English barristers are upstand- 
ing and respected by the community. 
Their actions are guided by a desire to 
do justice—not to pervert it. Lawyers 
must be Ministers of Justice—as they 
are intended to be. 


VOLUNTARY DEFENSE EFFORTS 
INADEQUATE 


For many years, legal aid societies 
and voluntary defender committees have 
been functioning throughout this coun- 
try, supported by philanthropic persons 
and groups who are motivated by a real 
desire to protect the poor in our courts. 
Although the writer is sympathetic to 
the motives and aspirations of all volun- 

2 Cooke v. U. S., 267 U. S. 517, 537. 
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tary groups and has a keen appreciation 
of the splendid work which they have 
done, he maintains that it is the duty 
of the state, rather than of private agen- 
cies, to safeguard the legal rights of ac- 
cused poor persons. Justice is the con- 
cern of all the public. 

The fine work of the private agencies 
will inevitably show the need for public 
defense and thereby overcome the hand- 
icaps of the present system. No volun- 
tary group has the necessary money, 
prestige, or power to do the job effi- 
ciently. All of them have wholly failed 
thus far really to solve the problem. 
Their existence, however, proves conclu- 
sively the need for a drastic change in 
better protecting the indigent. 

Adequate legal defense is vital to the 
life and liberty of the accused. It af- 
fects not only the accused and his “as- 
signed” lawyer, but society as a whole— 
and the government itself. The ade- 
quate protection by law of the lives and 
liberties of accused persons is as much 
a logical and proper function of govern- 
ment as safeguarding the health or regu- 
lating the hours and conditions of labor 
or controlling the education of its citi- 
zens. Insuring to all of the people a 
real “equality before the law,” through 
competent counsel having the financial 
ability and prestige to protect inno- 
cence, is of vital interest to the state 
and necessary to elemental justice. 


LEADING PEOPLE INDORSE THE PLAN 


1. At the 1937 session of Congress, 
Senator Arthur Capper of Kansas and 
Congressman Byron N. Scott of Cali- 
fornia introduced bills providing for the 
establishment of official public defend- 
ers in every Federal District Court. 
At the present session Senator Capper’s 
bill was reintroduced, and Senator 
Henry F. Ashurst, chairman of the Sen- 
ate Judiciary Committee, introduced a 
similar bill at the request of the Federal 
Department of Justice. 


2. In the 1937 annual report of the 
Standing Committee on Legal Aid Work 
of the American Bar Association, there 
is a comprehensive discussion of “Legal 
Aid in Criminal Cases,” with particular 
reference to public defenders. 

3. The Committee on Public Defend- 
ers of the New York State Bar Associa- 
tion, of which the writer has had the 
honor to be Chairman for many years, 
succeeded several years ago in getting 
a resolution adopted, reciting, among 
other things, “That this Association ap- 
prove the principle of Public Defend- 
ers”; and the Committee has for many 
years submitted comprehensive reports 
to the Association as to the progress of 
the public defender movement through- 
out the Nation. 

4. The National Lawyers Guild, at 
its organization meeting in 1937, unani- 
mously adopted a resolution favoring 
the extension of official public defenders 
to represent indigents. 

5. Former Attorney-General Cum- 
mings, in his 1938 annual report, said, 
among other things: 


In recent years in a number of large 
counties and cities of the country, perma- 
nent officials have been provided to act as 
public defenders. In at least one com- 
monwealth (Connecticut) this system has 
been adopted on a state-wide basis. Wher- 
ever it has been in operation it has proved 
successful both in preventing possible mis- 
carriages of justice and in eliminating dila- 
tory tactics and technical obstructions on 
the part of defense attorneys... . It is my 
opinion that the inauguration of a system 
of public defenders along the lines here 
suggested would be a distinct step toward 
the further improvement of the administra- 
tion of justice. 


6. Former Dean Charles E. Clark of 
Yale University Law School (recently 
appointed Judge of the United States 
Circuit Court of Appeals for the Second 
Circuit) recently stated: “It always 
amazes us in Connecticut to see the 
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fears and worries of many of the pro- 
fession about this most desirable reform 
which works so well in this state.” 

With such eloquent testimony from 
former Attorney-General Cummings and 
Judge Clark, who live in a public de- 
fender state (Connecticut), and in view 
of the constantly growing national in- 
terest in justice to the poor, the public 
defender plan must be regarded se- 
riously. 


POPULAR AWAKENING 


This plan has probably made more 
progress throughout the country in the 
past twenty-five years than perhaps all 
the other proposed legal reforms put 
together, and this in spite of the opposi- 
tion of the bar. Its progress is due 
mainly to the awakening of the public. 
With the coming of trial by newspaper, 
by radio, by newsreel, the average citi- 
zen is beginning to realize that if his 
rights are to be protected against a new 
greed for convictions there must be pub- 
lic defenders as well as public prose- 
cutors. In view of these changing atti- 
tudes it seems probable that the day of 
the poor man’s public defender in every 
criminal court is at hand. 

It is no wonder that criminal lawyers 
are in such general public disrepute, or 
that there is a constantly growing popu- 
lar contempt for all law and all lawyers. 
If unscrupulous lawyers were banished, 
it would be a “consummation devoutly 
to be wished” from the viewpoint of the 
public. The great body of American 
lawyers are thoroughly honorable and 
trustworthy. Unfortunately, however, 
on stage and screen, in newspaper and 
editorial comments, on byways and 
highways, lawyers in general are the ob- 
jects of public scorn and distrust. 


LEADERSHIP OF THE BAR 


The leadership of the bar in matters 
concerning social justice has been con- 
stantly challenged. Lawyers have sat 


idly by while lay groups have initiated 
and fought for vital reforms. The legal 
profession must vigorously assert the 
power and the responsibility of intelli- 
gent leadership and direction which 
rightfully belongs to it. The time is 
ripe to throw off the shackles of an 
outworn legal system. It must be re- 
placed with one adapted to present-day 
needs, The organized bar must meet 
the challenge to its leadership by cham- 
pioning true reforms in the law—and it 
seems to be finally waking up to its 
duty. There must be a scientific read- 
justment of the new sphere of social 
progress. Public defense is as logical as 
public prosecution. The assumption 
that the people must prosecute but may 
not defend is not warranted either by 
history or by logic, by justice or by 
expediency. 

The public defender plan is a progres- 
sive, logical adjunct to modernized crim- 
inal law administration. Emphasis 
thrown on prosecution should not be 
to the prejudice of the defendant with- 
out money. Through public defenders, 
many of the scandals of private defense 
will be abolished. Equal justice must 
come by law—not by favor or charity 
or by volunteer unpaid counsel, having 
no definite duty or responsibility to de- 
fend. The inscription on the front por- 
tals of the new United States Supreme 
Court building—‘Equal Justice Under 
Law’ —is highly significant of that prin- 
ciple. 

The medical profession is now fight- 
ing for state medical aid, treatment, and 
hospitalization for the poor as a neces- 
sary function of society to safeguard 
the health of the community. The legal 
profession must inevitably lead the way 
for true reform in the administration of 
justice if it hopes to survive the present 
antagonistic attitude of the general pub- 
lic. 

As between the past aimless drift- 
ing and the “do-nothing” policy of the 
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organized bar on this vital and humane the public defender plan to insure a 
legal and social problem, and the con- real Democracy of Justice, the path is 
crete and logical solution thereof through clear. 


Mayer C. Goldman, of the New York bar, has been 
the leading proponent of the public defender plan for 
accused poor persons for twenty-five years. He is a 
member of the American Bar Association, of its 1937 
Committee on Legal Aid Work, and of its 1939 Com- 
mittee on Resolutions; member of the New York State 
Bar Association, chairman of its Committee on Public 
Defenders, and member of its Committee on Legal 
Aid; member of the National Lawyers Guild, and 
chairman of its Committee on Public Defenders, New 
York City Chapter; member of the National Associa- 
tion of Legal Aid Organizations; member of the Ameri- 
can Judicature Society. He is author of “The Pub- 
lic Defender” (1917). 


Voluntary Defenders in{Criminal Cases 


By Lovis FABRICANT 


HAs been away from the actual 
work of the Voluntary Defenders 
Committee of New York since 1926, the 
writer ventures to return to the pages of 
THE ANNALS with some diffidence. In 
this article we shall only attempt to 
trace something of the development 
‘ which is perceivable in the lapse of thir- 
teen years since the writer contributed 
to a symposium on Legal Aid Work 
contained in these ANNALS in March 
1926.4 In the development of any so- 
cial movement by evolutionary process, 
thirteen years is a short period. The 
prosecution and the defense of accused 
persons have both been going on for a 
long time in innumerable communities 
in this country. But it has been in the 
larger urban communities that acute 
problems have arisen in both of the 
processes; and it has been particularly 
in these larger communities that it ‘has 
been observed that the poor man ac- 
cused of crime seems to have had the 
greatest difficulty in obtaining adequate, 
competent, legal representation. As Job 
said, it is “out of the populous city that 
men groan, and the soul of.the wounded 
cries out.” 

It will be remembered that the move- 
ment for the better defense of accused 
poor persons has developed in two di- 
rections, one through the paid official 
public defender and the other through 
the paid privately organized voluntary 
defender system. Here we deal only 
with the latter. 

The fact still remains that the largest 
and most populous community in the 
country meets the problem through the 
private organization. In the Borough 
of Manhattan, New York City, the 
Legal Aid Society, through its Criminal 
Courts Branch, which has been known 

1 See Vol. 124, pp. 74-80. 
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as the Voluntary Defenders Committee, 
has continuously offered its services to 
the community and to the criminal 
courts. During the many years that it 
has functioned, thousands of persons 
have been represented upon accusations 
of all crimes except capital offenses. 
The business of this office has increased 
during the years so that several thou- 
sand cases are now handled annually, as 
against the several hundred of earlier 
days. 


CO-OPERATION BETWEEN THE Bar AND 
THE LEGAL AID SOCIETY 


The most significant recent develop- 
ment in the work in New York has been 
the arrangement for co-operation of the 
bar with the Legal Aid Society in the 
conduct of its work in the criminal 
courts. A brief résumé of this devel- 
opment is important. 

At a public dinner tendered the Legal 
Aid Society by the Association of the 
Bar of the City of New York and the 
New York County Lawyers’ Association, 
May 11, 1938, a plan was proposed by 
the Hon. Thomas E. Dewey, the prin- 
cipal speaker, for the enlargement of 
the work of the Voluntary Defenders 
Committee. Within two weeks after the 
proposal of the plan, over a thousand 
letters were received by the Legal Aid 
Society and the District Attorney’s Of- 
fice from attorneys expressing their en- - 
thusiasm for the plan and offering their 
services on either the Senior or the 
Junior Panel. 

The plan provided for the creation of 
two panels, one to be known as the 
Senior Panel and the other as the Junior 
Panel. The Senior Panel comprises a 
group of experienced and able trial law- 
yers who have volunteered to try at 
least one case per year in the Court of 
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General Sessions where practically only 
felony cases are tried. This panel was 
selected by a committee composed of 
the Chairmen of the Legal Aid Commit- 
tees of. both bar associations, the Presi- 
dent of the Legal Aid Society, and the 
Chairman of the Voluntary Defenders 
Committee. This committee prepared 
a panel of over three hundred attorneys 
who, in their opinion, met the qualifica- 
tions for work on the Senior Panel. The 
President of the Legal Aid Society on 
July 18 wrote these attorneys, and the 
response was most gratifying. 


Junior Panel 


The Junior Panel is composed of 
young attorneys recently admitted and 
presently employed. A survey was 
made of the larger law firms in New 
York County in order to formulate the 
Junior Panel. It was felt by the com- 
mittee that the Junior Panel, for the 
present at least, should be composed 
entirely of young men who were em- 
ployed. The members of the Junior 
Panel are assigned to the office of the 
Voluntary Defenders Committee for a 
period of one month as part of their 
regular office duties. During each month 
there are four members of the Junior 
Panel at the office of the Voluntary 
Defenders Committee. 

The work of the Junior Panel consists 
of interviewing defendants and wit- 
nesses, making the necessary investiga- 
tion, and preparing a trial memorandum 
which is forwarded to the member of 
the Senior Panel assigned to the case. 
This greatly facilitates the work of the 
member of the Senior Panel who has 
volunteered to act, and it reduces to a 
minimum the number of visits necessary 
to the defendant and the courts by the 
member of the Senior Panel. The Ju- 
nior Panel likewise arranges for a con- 
venient time -for the member of the 
Senior Panel to interview the defendant 
and the witnesses. 


SUCCESS OF THE PLAN 


Since the inauguration of the plan, 
the assignments in General Sessions 
have increased and the work generally 
has met with the full co-operation of 
the judges of the court. It is hoped to 
continue its operation as an integral 
part of the work of the Society in co- 
operation with the Bar of New York. 

The success of this development in 
New York is made clear when one ex- 
amines the names of those lawyers who 
have actually given service under the 
plan. Seasoned, well-known trial law- 
yers, many of whom cannot be retained 
in private cases except for large fees, 
have volunteered and actually rendered 
service in these cases. The plan is now 
in full operation. The only question 
that remains is whether the present en- 
thusiasm and freely offered services of 
the bar leaders will be continued. As- 
suming the continuance thereof, there is 
no doubt that the expanded plan results 
in the giving of service to the poor 
comparable to the best obtainable by 
the rich. 

In passing, it will be. interesting to 
note that in its principal form this plan 
was envisaged in 1917 by the founders 
of the Voluntary Defenders Committee. 
The writer takes the privilege of quot- 
ing from his article in 1926: 


It is in the name “voluntary defender” 
that we still find the hint of the underlying 
idea which prompted the creation of that 
branch of legal aid service which now goes 
by that name. It was thought that instead 
of having an “assigned” (and therefore to 
some extent an “involuntary”) defender, 
an organization would be established which 
would have the co-operation of members of 
the bar who would “volunteer” to render 
interested and skillful service in criminal 
matters. That the plan has not worked out 
as originally outlined makes little differ- 
ence,... The feature which was contem- 
plated as making the name “voluntary” an 
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apt one has disappeared, and instead all the 
work is now done by a regularly employed 
staff. Volunteers in the true sense are no 
longer sought for nor are their services gen- 
erally accepted, even if proffered. 


REPRESENTATION IN THE MAGISTRATES’ 
COURT 


Another significant development in 
New York has been the regular repre- 
sentation of clients in that division of 
the magistrates’ court in which have 
been centralized the preliminary hear- 
ings in felony cases. 

The first step in most criminal prose- 
cutions, after the arrest, is the prelim- 
inary investigation by a magistrate to 
determine whether or not the accused 
should be held for trial. For many 
years it has been recognized that con- 
tact with the facts of a case at this first 
stage of investigation is important. The 
discovery of fresh evidence immediately 
upon the happening of any event is of 
the utmost importance, not only to the 
prosecution but also to the defense. 

It must be admitted that despite such 
recognition, limited funds prevented 
representation in each of the numerous 
magistrates’ courts scattered throughout 
the districts of a great city. When, 
however, the courts took the administra- 
tive step of centralizing the preliminary 
hearings in felony cases in a single fel- 
ony part, the opportunity was offered to 
the Legal Aid Society to do the job 
without the expenditure of money which 
would have been required to place law- 
yers in numerous districts. Accord- 
ingly, in the last two years there has 
been regular representation of accused 
persons in these preliminary felony 
hearings. The anticipated advantage of 
this has been realized. 

A recent case will illustrate this ad- 
vantage. A young man was charged 
with attempted robbery and assault. 
The Legal Aid Society’s representative 
in the Magistrates Felony Court, where 


the young man was arraigned the day 
after the occurrence, immediately sent 
an investigator to the scene of the al- 
leged crime. The investigator looked 
into the facts and collected evidence 
which made it possible for the attorney 
to cross examine the complainant so ef- 
ficiently as to secure a prompt dismissal, 
and further, to lead the court to direct 
that the complainant be held for per- 
jury. Because of immediate investiga- 
tion it was possible to show that the 
complainant was a decoy for a gang 
operating in the neighborhood of the 
arrest, and that the charge against the 
young man was a deliberate frame-up. 
It had not been the custom for the 
Voluntary Defenders Committee to rep- 
resent clients charged with misdemean- 
ors in New York City. The division of 
the jurisdiction of the courts in New 
York City is such that persons accused 
of misdemeanors are. held for and tried 
in the Court of Special Sessions. Al- 
though misdemeanors are not so serious 
as felony cases, they nevertheless carry 
possibilities of substantial punishment. 
The Voluntary Defenders Committee 
did not, however, go into the Court of 
Special Sessions, partly because it was 
felt that the greater need was for repre- 
sentation of those accused of felonies, 
and partly because of limited man 
power. It was recognized, however, 
that some need existed for representa- 
tion of those accused of misdemeanors, 
so arrangements were recently made for 
the presence of a staff attorney, who is 
available to the court for assignment in 
such misdemeanor cases as the court 
feels should be defended by counsel. 
Thus, as we survey the development 
of the New York structure, which is 
probably the largest voluntary or pri- 
vate defense organization in the coun- 
try, we find that it has grown in every 
department, and that it now leaves no 
part of the criminal courts untouched, 
although there is still room for the en- 


VOLUNTARY DEFENDERS IN CRIMINAL CASES 27 


largement of the contacts with the crim- 
inal courts in other parts of the city of 
New York than the Borough of Man- 
hattan. A vast city like New York, 
composed of different counties, with an 
involved judicial system of criminal 
courts, offers endless opportunities for 
the expansion of the voluntary system 
of representation of the poor who may 
be accused of crime. No one will dare 
to assert that the voluntary system now 
covers the entire field, but everyone 
agrees that as it now functions, this vol- 
untary system, to the extent that it does 
cover the field, performs an eminently 
satisfactory service. 

It is this system which has now 
passed twenty years of operation, and 
which in the meantime has been fol- 
lowed in other communities of the coun- 
try. The rest of this article will be de- 
voted to a narration of the growth of 
the voluntary system outside of New 
York. 


GROWTH OF THE VOLUNTARY 
DEFENDER SYSTEM 


Arranged chronologically, the cities 
in which there has been established a 
voluntary defender in criminal cases are 
as follows: 1928, Cincinnati; 1930, 
Pittsburgh; 1934, Philadelphia; 1935, 
Boston. 

In Cincinnati the work is conducted 
as a branch of the Legal Aid Society, 
with one attorney acting as the de- 
fender. In 1937 this defender appeared 
in 1,343 cases, and in 1938 in 1,262 
cases. These figures include misde- 
meanors and felonies. Of the cases 
handled in 1938, 93 were women. Of 
the total of 1,262 the majority repre- 
sented were colored men, the figures be- 
ing: white, 552; black, 710. 

In Pittsburgh also the voluntary de- 
fender is operated as a branch of the 
Legal Aid Society. In the beginning 
the staff consisted of one attorney and 
a social worker, handling all types of 


criminal cases except murder. The 
work is carried on in the courts, both 
state and Federal, having jurisdiction 
finally to dispose of the cases. The de- 
fender does not appear in the magis- 
trates’ court cases or in minor matters 
involving summary convictions. The 
present staff consists of two attorneys 
and a social worker, the expenses of 
which are met by the budget of the 
Legal Aid Society. The annual number 
of cases handled increased from 284 in 
1930, the first year of its operation, to 
1,178 in 1938. In most of the years 
the number of cases has been fewer than 
1,000, that number being exceeded only 
in the years 1935 and 1938. 

In Philadelphia, the voluntary de- 
fender commenced operations in April 
1934. The funds for operations are 
raised by the annual United Campaign 
for the community fund. For the first 
year of its operation, however, the funds 
were privately raised, mainly from pub- 
lic-spirited members of the Philadelphia 
Bar, led by Francis Fisher Kane, Esq., 
now secretary of the Association. 

The Association does not make any 
attempt to cover preliminary hearings 
in the magistrates’ courts, doing as used 
to be done in New York. It deals with 
the indictment against the accused per- 
son after he has been held by the magis- 
trate. The staff consists of two lawyers, 
two investigators, and two stenogra- 
phers. In 1938 there were handled 
2,237 cases, and the reports of the As- 
sociation (which is called the Philadel- 
phia Voluntary Defenders Association) 
indicate that since its organization in 
1934 in excess of 12,000 cases have been 
handled. 

Several of the passages from the As- 
sociation’s report issued March 1, 1939 
will prove of interest. In describing 
how the work is carried on, Thomas E. 
Cogan, Esq., the defender, states: 


The purpose is to obtain the facts, to 
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ascertain who the defendant is and what 
he is, for the Defender must be able to 
justify his acceptance of the case as within 
the scope of his duty, as well as prepare it 
for trial. The defendant is advised as to 
the legal nature of the charge against him, 
and the plea that is later entered in court 
is not dictated by the Defender but follows 
naturally from the facts and the law bear- 
ing on the case. 


Mr. Cogan makes a rather pertinent 
comment upon the apparent decrease in 
the number of cases handled in 1938: 


It may also be in part due to the refusal 
of “prison-wise guys” to ask for the serv- 
ices of the Defender, for it is a fact that 
he has built up a reputation for truth and 
candor in dealing with both court and cli- 
ent. He does not help a “limping story” or 
knowingly support a fictitious alibi. So 
there are a class of defendants who will 
have none of the Defender. 


These comments are characteristic of 
the experiences of voluntary defenders 
wherever they have been established. 

In conjunction with the Philadelphia 
Association there is being operated a 
Socio-Legal Investigation Department. 
In its report dated March 15, 1939 
there is contained an outline of the field 
of investigation covered in each case. 
As this outline is comprehensive, and in 
general depicts the investigations car- 
ried on by the voluntary defenders in 
most of the communities where they 
function, the writer feels that the fol- 
lowing quotation is justifiable: 


The following outline of investigation 
was drawn up at opening of this agency, 
and has been adhered to as closely as phys- 
ical limitations and time limits have per- 
mitted: 


I, LEGAL INVESTIGATION 
A. Previous court record and ab- 
stract of indictments 
B. Statements of witnesses 
1. Material: 
a. Material witnesses 
b. Officers arresting 


2. Character—employers and 
others 

3. Family—relatives’ version 

II. SOCIAL INVESTIGATION 
A. The home 

1. Physical and economic con- 
dition (including total in- 
come) 

2. Family (origin, occupation, 
length of residence) 

3. Social and ethical standards 
(including attitudes to 
one another) 

B. Personal History 

1. Physical and mental his- 
tory; education 

2. Habits and associates; ac- 
tivities; religious; social; 
and cause for delinquen- 
cies—putative 

3. Employment—history 

III. SUMMARY 
A. Statement of problem 
B. Recommendations and referrals 


The chronological sequence of an investi- 
gation runs along those lines. Following 
the interview of Defender with client and 
the subsequent acceptance of case, it is re- 
ferred to the investigation department. A 
complete check-up of the case then occurs. 
Witnesses are interviewed; alibis are 
checked; extensive survey of the home 
background and social factors is made. 
Reports are gathered from other social 
agencies which have had contacts with our 
clients. Members of our staff also (for 
example) visit police stations to verify 
facts and copy police records, if any, of 
the accused. Investigations are as many- 
sided as possible. All cases are cleared 
through the Social Service Exchange. In- 
vestigation is thus twofold, viz., social and 
legal, in scope. 


In Boston, the Voluntary Defenders 
Committee, which was organized in 
1935, is supported as a part of the Com- 
munity Federation. As in the case of 
most of the organizations in their early 
days, the business which has come to it 
thus far is rather limited, but neverthe- 
less indicates speedy growth. In its 
first year the Boston Association han- 
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dled 151 cases, and its last report, cov- 
ering June 1, 1937 to September 1, 
1938, accounted for 317 cases. 
this report there are several passages 
worthy of quotation: 


The Committee does not charge fees, nor 
does it defend anyone who can pay a law- 
yer. It does not defend habitual or profes- 
sional criminals. 

The work of the Committee embraces 
every, creed, color and nationality. Its cli- 
ents are men, without funds, who are be- 
wildered and quite powerless to defend 
themselves. 
` The Committee is a member of the Bos- 
ton Council of Social Agencies and the 
Community Federation of Boston. 

The Committee confines its work to the 
accused poor and rejects a case if the de- 
fendant or his family can afford to pay for 
counsel. The Committee does not take 
the case of a man who admits his guilt but 
intends to plead not guilty and “beat the 
rap”; and while the Committee is careful 
not to judge a man solely by his police rec- 
ord, “first-offender cases” have a special 
claim on its services. Organized crime is 
not helped in any way. 

We have long since abandoned the pecu- 
liar old English rule that the prisoner 
needed no counsel because the law and the 
judge would protect him. The fairest and 
most humane judge in the world cannot 
determine guilt if the defense is in the na- 
ture of an affirmative defense—such as al- 
ibi or mistaken identity. The judge cannot 
go out and dig up witnesses who may be in 
another city or even another state. This 
is not the responsibility of a judge; it is 
the job of a lawyer. 


From 


In every community in which the vol- 
untary defender system has been em- 
ployed, we find it striving in a practical 
and sensible way to achieve the ideal of 
giving to every accused poor person the 


` legal assistance, counsel and representa- 


tion for which he is unable to pay. 
The success of these voluntary defend- 
ers is not measured by the number of 
acquittals obtained or the acclaim or 
applause which they may receive 
through successful representation of 
some particularly meritorious client. 
The purpose of the attempt in all the 
communities is to eradicate the differ- 
ence between the man who can pay for 
legal services and the man who cannot. 
The attempt is to implement the provi- 
sion of the Constitution that accused 
persons shall have the right to counsel. 
As the law now conceives that right, it 
is generally exercised by an accused per- 
son in hiring a private lawyer. Where, 
however, this right cannot be exercised 
because of poverty, the voluntary de- | 
fender meets the situation. 

We are, of course, aware that the vol- 
untary defender is not the only means 
of accomplishing the result. It is sig- 
nificant, however, that New York, Phil- 
adelphia, Boston, Cincinnati, Pitts- 
burgh, and other communities have all 
developed along the same lines. It is 
manifest that this movement is only the 
precursor of some form ultimately to be 
achieved which will make sure, within 
human possibilities, that poverty shall 
not be a barrier to justice. 


Louis Fabricant, LL.M., is Attorney-in-Chief of the 
Legal Aid Society of New York, and member of the 
Committee on Legislation of the New York County 


Lawyers’ Association. 


He has also served as Assistant 


District Attorney, New York County; chief counsel to 
the Voluntary Defenders Committee; chairman of the 
Committee on Criminal Courts of the New York 
County Lawyers’ Association; and member of the Ad- 
visory Council to the Commission on Administration 
of Justice, State of New York. 


Benefits of Regulating the Small Loan Business 


By Wurm D. H. Donwacuy 


LEGAL aid office is necessarily an 
excellent central index for the gen- 
eral woes of the community, and the 
presence of any force encroaching on the 
rights of the public is soon made known 
by the number and the acuteness of 
complaints lodged by applicants for as- 
sistance. The everlasting struggle be- 
_ tween lender and borrower furnishes a 
splendid example of this veritable doc- 
tor and pulse relationship. 

A half-century ago this contest was 
decidedly an unequal one, and the lot 
of the borrower was miserable. His lib- 
eration has been partially effected, 
though not by his own efforts or by the 
generosity of his creditors, but princi- 
pally by the awakened social conscious- 
ness and the mounting indignation of 
his fellow citizens, who represent gov- 
ernment. ` With the passage of time 
more and more aid has been furnished 
the borrower, so that today not only is 
the money lender on the defensive, but 
he is engaged in what to him may prove 
a mortal combat. 


Boston LEGAL Arp SOCIETY 


The Boston Legal Aid Society was 
founded in 1900, when usury was openly 
practiced in Massachusetts. Its expan- 
sion from a modest beginning has closely 
paralleled the introduction of loan re- 
forms. As the champion of the poor, 
it was foremost in the fight against 
abuses that affected the low income 
group. The story briefly told here of 
the successful encounter with the loan 
shark is illustrative of the good work 
done by other legal aid societies and of 
the part that all must play in the pro- 
tection of their wards. 

Before the formation of the Society, 
practicing attorneys were often put in 
the position of rendering much gratu- 
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itous aid or of seeing worthy clients ex- 
posed to injustice through lack of legal 
counsel. On the initiative of several of 
the larger law firms who did a great 
deal of this work, the Society was cre- 
ated and fostered. Although the New 
York society had been in operation sev- 
eral years, its particular problems were 
dissimilar; other societies which fol- 
lowed needed a formulative period to 
establish themselves. The legal aid plan 
was then an experiment and its possibil- 
ities a vision to a comparatively few 
farseeing individuals. The work of the 
Society is proof of its need to the com- 
munity; the unimpeachable character of 
its directors is a guarantee of the sin- 
cerity of its ideals. 

During the early years of the Society 
cases were handled much as in any out- 
side law office. There was little or no 
breadth of social aspect other than the 
charity involved toward the assisted in- 
dividual. This was of necessity so be- 
cause of the budget limitations of the 
Society and the transient nature of its 
small staff. In a large measure, how- 
ever, it was due to the early failure to 
realize the important part the Society 
might play in the leadership for cor- 
rective legislation. When this realiza- 
tion came, the Society was still of 
undeveloped strength and was not 
recognized by friend or foe as a factor 
of civic consequence. 


LEGISLATIVE EFFORTS TO CURB THE 
Loan SHARK 


In 1911 Massachusetts sought to curb 
the loan shark by placing him under 
jurisdiction of the Commissioner of 
Banks. Through this action the situa- 
tion was somewhat improved, and many 
complaints by borrowers were adjusted 
through intervention of the Supervisor 
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of the Bureau of Loan Agencies, to 
whom the licensing and supervisory 
powers had been delegated. This action 
did not, however, correct the principal 
evil, which was the high cost charged 
the borrower for interest and other ex- 
penses. 

The year 1915 marks the first venture 
of the Society into the active fight for 
new laws. The purpose was twofold: 
to eliminate all costs to the borrower in 
excess of 3 per cent a month, and to free 
him from oppressive wage assignments. 
Working with a group of interested or- 
ganizations, the Society aroused back- 
ing of opinion sufficient to effect pas- 
sage of the desired legislation. 

Participation by the Society worked 
to advantage in several ways. The high 
standing of the directors of the Society 
gave valuable indorsement to the bill. 
The activity of the Society helped to 
rally adherents and to organize the sep- 
arate elements. Not least, the Society 
was able to produce many actual case 
records from its files to substantiate the 
evils complained of. 

It is interesting to look back on the 
words of the able and energetic counsel 
for the Society at that time, Reginald 
Heber Smith, taken from his annual re- 
port to the President and directors: 


The Governor signed the small loans bill 
on May 16, 1916, so that the Act became 
a law on June 16, as Chapter 224 of the 
Acts of 1916. When the history of the 
loan shark fight in Massachusetts comes to 
be written, this date of June 16, 1916, will 
mark the day, not when the struggle ended, 
but when the sternest fight of all began. 
It was at this juncture that the Legal Aid 
Society began to play its important part 
and emerged into the position of leadership. 

Nothing can illustrate more clearly the 
value of the Legal Aid Society to the com- 
munity or the necessity for upholding and 
strengthening it in its work than the events 
during the past five months in the small 
loans battle. We have waged a fight in be- 
half of the 150,000 borrowers of small 


loans in Massachusetts. We cannot hope 
for any support whatsoever, either finan- 
cial or moral, from this great company, for 
99 per cent of them never have heard of 
the Legal Aid Society. They know that 
interest rates have been cut from 180 per 
cent per year to 36 per cent, but they will 
never know that they owe their gratitude 
to this Society. Up to a certain point the 
Society can fight such battles alone, but the 
odds are so great that in the long run the 
Society must either secure the interest and 
support of the community or face ultimate 
defeat. 

Even before the law went into effect the 
money lenders, after consultation with emi- 
nent counsel, had devised a scheme to 
evade its provisions, and were prepared for 
any amount of litigation in the courts. If 
the wave of reform which put the law on 
the statute books had subsided there, as so 
many reforms have, the law would have 
been nullified before it had been in effect 
twenty-four hours. If reform through law 
is to be secured permanently, some agency, 
so situated as to be in close touch with its 
actual workings, must exercise eternal vigi- 
lance and undertake rigorous enforcement. 

The Legal Aid Society, because of its 
close connection with the poor, very soon 
received complaints which disclosed the 
scheme relied on by the money lenders.+ 


As result of complaints filed with 
the Supervisor of Loan Agencies by 
counsel for the Society, several licenses 
were suspended, and lenders generally 
dropped this scheme for evasion. 

The important position gained by the 
Society during those hectic hearings and 
scraps is acknowledged by the Super- 
visor of Loan Agencies in his report for 
1917, from which we quote: 


The present situation is a most hopeful 
one. With the Supervisor to represent the 
Commonwealth, the Legal Aid Society to 
represent any complaining borrower, and 
the lenders represented by their counsel, it 
is possible to take action after all parties 
have been heard and all sides presented and 

1 Boston Legal Aid Society Report for 
1915-16, p. 10. 
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thoroughly thrashed out. This is well illus- 
trated by the procedure at hearings. Where 
the Legal Aid Society appears the Super- 
visor is relieved of the double and often 
difficult duty of acting as counsel for the 
borrower in order to get his case presented, 
and at the same time acting as judge of the 
merits of the entire controversy.” 


In 1934 the Society sponsored and 
fought for the passage of a bill è to curb 
further the avarice of lenders in the un- 
licensed field under one thousand dol- 
lars, and for minor changes in the li- 
censed field. The bill became law, and 
adds a further page in the story of the 
Society’s eternal vigilance against the 
loan shark. 

In 1935 a company chartered before 
the passage of the small loan law and 
operating without a license began a se- 
ries of household furniture foreclosures, 
which came to the attention of the So- 
ciety. This practice was abruptly 
checked by the intervention of the So- 
ciety, which threatened to seek revoca- 
tion of the charter and to take punitive 
action in the courts for alleged illegali- 
ties connected with the making of the 
loans. 


How THE Law Is ENFoRcED TODAY 


With reference to alleged violations 
on the part of licensed lenders, it is the 
practice of counsel for the Society to re- 
port the matter to the Supervisor, who 
has rarely failed to render substantial 
justice from the viewpoint of the Soci- 
ety. 

The healthy manner in which the 
spirit as well as the letter of the small 
‘loan law is today enforced is due to the 
almost dictatorial authority allowed the 
Supervisor in the granting of licenses 
and the making of rules and regulations 
2 Public Document No. 95, 1917, p. 21. 

3 The Commonwealth of Massachusetts, 
Acts of 1934, Chap. 179, an Act Relative to 
Protection of Borrowers from Loan Sharks, 


so called, and Further Regulating the Business 
of Making Small Loans. 


in regard to the conduct of the business, 
as well as to the fairness and the diplo- 
macy of the incumbent for the past 
dozen years. 

The Society is effective in a variety of 
ways for doing good. Besides obtaining 
for its client his day in court, it has be- 
come a factor in the enactment of en- 
lightened legislation; but its least ob- 
servable and perhaps most important 
function is its close co-operation with 
other social agencies to act as policeman 
in the detection and stamping out of 
evils before they can gain headway. 

The old-type loan shark was indiffer- 
ent as to what might be the social con- 
sequences of his greed. Today the mod- 
ern lender is fully alert to the social 
forces aiming for the protection and the 
improvement of the general welfare of 
the individual. About six years ago the 
Massachusetts Association of Personal 
Finance Companies retained the services 


. of a professionally trained social worker 


to whom they gave the title of Director 
of Social Relations, and to whom they 
gave practically a carte blanche for 
guidance towards a new and better un- 
derstanding with the public. Not so 
many years ago the solicitous appeal 
of a money lender for the viewpoint and 
counsel of a social worker would have 
been quite out of keeping with the 
times. That such a situation is now an 
actuality is perhaps the clearest evi- 
dence of present-day conditions in Mas- 
sachusetts. 

The Society has been practically freed 
of legal problems arising out of loans 
made by Association members due to 
the rigid standards laid down by the di- 
rector and his desire that all companies 
co-operate with charitable agencies in 
the elimination of hardships resulting 
from the loans. The adoption of a 
standard of ethics by the Association 
has been felt by outside companies who 
have been to a great extent forced to 
adopt the same standards by public 
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opinion and the unwritten rules of the 
Supervisor of Loan Agencies. 

It is fair to say that no family or in- 
dividual in Massachusetts is likely to- 
day to'be exposed to want and hardship 
by reason of money borrowed. The se- 


vere cases usually have a background of 


general indebtedness, and the problem 
lying ahead is to regulate other divisions 
of the consumer credit field in some 
manner comparable to that to which the 
‘ small loan field is now subject. 


THE UNIFORM SMALL Loan Law 


The early history of legal aid and 
legislation is superbly told by Reginald 
Heber Smith in his Justice and the 
Poor While the present article has for 
the most part been confined to loan re- 
forms in Massachusetts, the movement 
was incipient in other legal aid societies, 
notably in Chicago; but the early work 
of the Russell Sage Foundation must be 
mentioned, as it studied the general 
problem from a variety of angles and 
provided necessary leadership in attacks 
on the loan sharks, 

In 1916 the Russell Sage Foundation 
formulated the first draft of its Uniform 
Small Loan Law, and since that time 
has revised it a half-dozen times. The 
draft is not a statute, and is intended to 
serve as a model bill for any state that 
may care to make use of its carefully 
thought-out provisions. It embraces 
commercial loans of three hundred dol- 
lars or less, covering the small loan field. 
The backbone of the Uniform Small 
Loan Law is the requirement of state 
license and supervision, with penal pro- 
vision for violation. 

Massachusetts was an early pioneer 
in this type of legislation, and many of 
its statutes in substance correspond to 
and predate fundamental provisions of 
the Uniform Small Loan Law. Enact- 
ments of 1911 placed the supervision 
and the regulation of the small loan un- 

4 Published in 1919. P. 200, 


der the jurisdiction of the Commissioner 
of Banks. The actual administration 
has been deputized to a Supervisor of 
Loan Agencies, and has been conducted 
to all external effect by a bureau sep- 
arate and apart from other state func- 
tions, with most gratifying results. The 
provisions of the Uniform Small Loan 
Law are substantially embodied in the 
Massachusetts statutes, and its spirit is 
thoroughly observed. 

It may seem curious that the evils of 
usury were not earlier noticed and their 
correction effected. In this respect it 
must be remembered that only in re- 
cent years has the general welfare of the 
individual been seen in its full relation- 
ship to the general welfare of the com- 
munity, and have humanitarian agencies 
been established to provide the neces- 
sary leadership in reform. There is, fur- 
thermore, a distressing inability on the 
part of the electorate to place men in 
public office who are competent and 
honest enough to promote innovating 
legislation. In this connection should 
not be forgotten the unquestionable ex- 
penditure of vast sums by the loan 
sharks in their lobbying tactics. In the 
face of these obstacles, regulatory legis- 
lation was most difficult. 

The determination of what laws would 
be fair alike to lender and borrower, of 
what laws would be practical, and what 
constitutional, has been thoroughly 
studied by the Russell Sage Foundation 
and set forth in its ever progressive Uni- 
form Small Loan Law. 


LEGAL Arp SOCIETIES STILL NEEDED 


Legal aid societies perform valuable 
service in recording, from the stream of 
cases and clients which flows through 
their offices, specific illustrations of how 
particular rules of law function. This 
information is something unique with 
regard to the machinery for the promo- 
tion of justice, although the medical 
profession for a long time has had com- 
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parable figures on public Health. Legal 
aid societies have shown the nature and 
the extent of the loan shark problem in 
particular communities, and when reme- 
dial legislation has been established, 
their records indicate the extent of its 
success in stopping additional improper 
practices. The adoption by a state of 
the Uniform Small Loan Law is not the 
final answer to the loan shark problem. 
The legal aid society is still needed for 
the purpose of determining promptly the 
existence of shrewd evasions of that law 
and providing material with which ‘to 
plug the gaps. 

The lesson to be drawn from the ex- 
perience in Massachusetts is plain. 
That Commonwealth now has the oldest 
regulatory small loan law. Its essential 
perfecting amendments were put on the 
statute books ‘at the vigorous insistence 
of the Legal Aid Society. In no state 


are small loan conditions better. But 
Legal Aid stays on guard and its doors’ 
are always open to any borrower who 
needs advice or who believes he has been 
victimized. The Society can work rap- 
idly and effectively because it has the 
full co-operation of the State Banking 
Department and of the Director of So- 
cial Relations of the State Association of 
Personal Finance Companies. 

In no state should borrowers of small 
loans remain any longer at the mercies 
of high-rate loan sharks. The right 
kind of remedial legislation is perfectly 
well Known. The right type of admin- 
istrative enforcement of the law is also 
perfectly well known. Wherever a 
strong legal aid organization exists, it 
is the logical body, by reason of its 
knowledge and experience, to be the 
leader in the fight to bring about decent 
conditions by driving out the loan shark. 


William D. H. Donaghy has been a staff attorney of 
the Boston Legal Aid Society since 1926, and has been 
in charge of all cases involving loan companies for the 


past eight years. 


The Small Loan Business Unregulated 


By RicHarp H. BACHELDER 


O ATTEMPT will be made in this 
article to elaborate further upon 
the history of interest-taking in general, 
the history of small loan legislation, the 
religious and social prejudices surround- 
ing the development of small loan legis- 
lation, or the necessity for extensive 
so-called “consumer credit.” + The pur- 
pose of the author will be to detail, by 
. way of further emphasis on the problems 
involved, experiences in this field in 
Minnesota—a jurisdiction which has 
not until the present time had what may 
be regarded as adequate regulation of 
the small loan business; and the discus- 
sion will be limited principally to condi- 
tions in and about the city of Minne- 
apolis, Minnesota, which comprises the 
largest metropolitan area of the state.? 
No conclusions will be attempted, ex- 
cept that this regulation %as been inade- 
quate. 


THE LEGAL BACKGROUND 


In order to have a clear picture of 
what the author has chosen to call “in- 
adequate legislation” in Minnesota, it 
might be well to summarize the laws on 
interest-taking as they existed in Minne- 
sota prior to the legislative session of 
1939, 

The general maximum contract rate 
of interest in Minnesota is set by statute 
at 8 per cent per annum. The penalty 
for contracting for a larger interest re- 


1 For an excellent summary of the history 
of interest-taking in general and an analysis 
of the problems involved, see Louis N. Robin- 
son and Rolf Nugent, Regulation of the Small 
Loan Business, New York: Russell Sage Foun- 
dation, 1935. 

2 Population of Minneapolis, 1930 census, 
464,356. See also Calvin F. Schmid, Social 
Saga of Two Cities (Minneapolis: Bureau of 
Social Research, Minneapolis Council of So- 
cial Agencies, 1937), pp. 91, 93, note 4 at 
p. 93, 
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turn is forfeiture of both the principal 
and the interest. In such cases an ap- 
propriate lawsuit may be brought by 
the borrower to cancel the entire obliga- 
tion and enjoin all proceedings to en- , 
force collection of the indebtedness.’ 
There are various exceptions to this 
maximum interest rate,* the only excep- 
tion here material being a provision with 
respect to so-called “salary loans” and 
“chattel mortgage loans.” ë Under this 
exception, loans up to $200 in amount 
can be made by licensed corporations at 
a maximum interest rate of 1 per cent 
per month, or 12 per cent per annum, 
with the addition of certain fixed 
charges restricted to loans secured by 
chattel mortgages, and varying with the 
amount of the loan. 

In addition to the foregoing sdlary 
loan or chattel mortgage loan act, there 


$ Mason’s 1927 Minnesota Statutes, Vol. 2, 
Chap. 51, Secs. 7036-41, p. 1449; reprinted in 
Renah F. Camalier, Personal Finance Laws, 
American Association of Personal Finance 
Companies, Washington, D. C. (Judd & Det- 
weiler, Inc., Washington, D. C.), 1938, pp. 
191-92, The action provided by Sec. 7037 
to recover usurious interest already paid has 
been seldom if ever used, since, among other 
things, half the amount recovered must be 
paid to the County Treasurer for use of the 
common schools. See also “What is Usury in 
Minnesota,” 21 Minnesota Law Review, April 
1937, p. 585. 

t Mason’s 1927 Minnesota Statutes, Vol. 2, 
Chap. 58, Secs. 7748-70, p. 1560; Mason’s 
1938 Supplement, Vol. 3, Chap. 58, Sec. 7658 
(3 to 5a), p. 978, Secs. 7748 (1) to 7770 (1-3), 
p. 999 (Building and Loan Associations) ; Ma- 
son’s 1927 Minnesota Statutes, Vol. 2, Chap. 
58, Sec. 7774 (1-24), p. 1564; Mason’s 1938 
Supplement, Vol. 3, Chap. 58, Secs. 7774-1 
(1-21), p. 1001, Chap. 23, Sec. 4137, p. 666 
(Credit Unions), cited at page 191 Personal 
Finance Laws, supra note 3. 

5 Mason’s 1927 Minnesota Statutes, Vol. 2, 
Chap. 51, Secs. 7042-43, p. 1452; reprinted in 
Personal Finance Laws (supra note 3) at p. 
190. 
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was enacted in 1933 an Industrial Loan 
Act, sometimes called the Morris Plan 
Act, specifically authorizing loans of the 
Morris Plan type. Until 1939 the In- 
dustrial Loan Act and the Twelve Per 
Cent Act comprised the only legislation 
in Minnesota in any way recognizing the 
small loan situation, and there have 
come to the attention of the author only 
three institutions doing business under 
these enactments in Minneapolis prior 
to 1938.7 


Tue Hic Rate LENDERS 


These were the principal “legitimate” 
operators in the exclusively small loan 
field; what of the “high rate” lenders, 
or lenders operating at a rate of interest 
in excess of the legal maximum? 

Unfortunately, few statistics are 
available for the city of Minneapolis 
prior to 1937. In the past three years, 
commencing with 1937, there have been 
conducted two investigations of the 
small loan situation—one by the Minne- 
apolis Legal Aid Society in 1937,° and 
a second, as yet not completed, spon- 
sored by the Minneapolis Better Busi- 
ness Bureau.® The results of these two 


8 Mason’s 1938 Supplement, Vol. 3, Chap. 
58, Secs. 7774-25 to 7774-35; Laws of 1933, 
Chap. 246. Prior to 1933 it seems the exact 
legal status of this type of loan was not defi- 
nitely established. 

7 One institution doing business under the 
Twelve Per Cent Act, a Morris Plan bank 
established in Minneapolis in 1917 (see Peter 
W. Herzog, The Morris Plan of Industrial 
Banking (Chicago: A. W. Shaw Co., 1928), 
p. 79; and a second institution organized under 
the Industria] Loan Act and doing business on 
substantially the same system as the Morris 
Plan. In addition perhaps there should be 
mentioned the credit unions authorized by 
statute to lend at 1 per cent per month—supra 
note 4, 

8 Under the able direction of Walter W. 
Finke, then chief counsel for the Society, who 
has done much to foster small loan regulation. 

9 The Better Business Bureau investigation 
was conducted by Charles W. Root, formerly 
assistant counsel for the Legal Aid Society of 
Minneapolis (1938), who also conducted most 


investigatoins will be combined here in 
so far as may be practicable and in so 
far as statistics are available from the 
Better Business Bureau investigation.?° 

In the investigation conducted by the 
Legal Aid Society, over a period of one 
year, a total of 307 loans made by 208 
borrowers were carefully studied. It 
was found that there were in operation 
in Minneapolis alone, at least sixty dif- 
ferent loan companies which could be 
established definitely and conclusively 
as companies which were engaged in the 
business of lending money at rates far 
in excess of all known legal maximums. 
The disparity in numbers alone be- 
tween the legitimate lenders and these 
usurious lenders is significant. The av- 
erage interest rate on these loans was 
found to be approximately 224 per cent 
per annum,]* with rates in single in- 


of the investigation for the Legal Aid Society 
in 1937. He has acquired a very broad knowl- 
edge of loan shark methods and has very vig- 
orously opposed them. The author acknowl- 
edges deep appreciation to Mr. Root for 
helpful suggestions for this paper. 

10 No report of the Better Business Bureau 
investigation has been published. Such fig- 
ures as were available were gleaned from pub- 
lic addresses made by Mr. Root on the usury 
loan problem. See, for example, The Minne- 
apolis Journal, Thursday evening edition, Jan. 
19, 1939, at p. 11. While not authoritative, 
the author believes that such figures as are 
here reported are none the less reliable. 

11 This average is a minimum, since it does 
not take into account the compounding of in- 
terest which results from frequent renewals, 
many of which are made in less than a year’s 
time. However, it should be pointed out that 
interest on these loans can be approximated 
only, because of many factors, chief of which 
is the difficulty in obtaining accurate informa- 
tion. Also, there is some disagreement as to 
the proper method of computing interest on 
such installment loans. For illustration, a typ- 
ical loan might be one of $50 with an agree- 
ment to repay $60 in monthly installments of 
$10 each, the additional $10 being interest— 
what is the annual rate? Perhaps the tech- 
nically correct method of computing such an 
annual rate is by use of the mathematical for- 
mula and the table prescribed for the “Present 
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stances running in excess of 1,000 per 
cent. The average monthly income of 
borrowers from these companies was ap- 
proximately $90 to $100. By far the 
greater proportion of borrowers were 
married persons with an average of two 
or three dependents, exclusive of hus- 
band or wife. Two hundred and seven- 
teen of these loans were for periods of 
six months or less. The longest loan pe- 
riod recorded in the investigation was 
forty months, and the shortest-term 
loan, one of $5 to be repaid in one week 
with $1 interest. Of the amounts bor- 
rowed, 257 were loans of $50 or less, 58 
being loans of $50 each, and coinciden- 
tally, 58 being loans of $25. Only 21 
loans were in excess of $100. 

The investigation conducted by the 
Better Business Bureau started in 1938 
and concerned approximately 350 indi- 
viduals and in excess of 2,600 loans.1? 
The average interest rate in that investi- 
gation was stated to be 218 per cent, re- 
flecting a slight downward tendency 
which is explained as a possible result 
of public agitation for reform and a 
consequent tendency on the part of the 
loan companies to “ease up.” The 
greater proportion of such loans were 
made to enable the borrower to pay 
legitimate bills, such as medical bills, 
grocery accounts, fuel, and so forth, and 
to meet expenses of illness. Next in line 
were Peter-to-Paul loans to repay other 
loans; and, in their order, loans to make 
payments on automobiles, furniture, and 
jewelry, with unmarried borrowers and 





Value of Annuity of 1 Per Period,” in William l 


L. Hart, Tables from the Mathematics of In- 
vestiment (Boston: D. C. Heath & Co.), Ta- 
ble VIII, p. 55. 

12 The greater number of ‘loans per indi- 
vidual in the Better Business Bureau survey is 
explained by the fact that no doubt each re- 
newal of an old loan was counted as a separate 
loan in arriving at the total, In the survey 
conducted by the Legal Aid Society, only un- 
related loans were tabulated in arriving at the 
total. 


women the principal offenders on loans 
for luxuries.: 

When confronted with the foregoing 
statements, the immediate reaction of 
one unacquainted with the situation is 
that of skepticism. Faced with the pos- 
sible loss of both principal and interest 
as a penalty for usury, the incredulous 
inquiry as to how such a “bootleg” busi- 
ness can be carried on to any appre- 
ciable extent is quite pertinent. The 
answer involves a curious intermixture 
of the forces of ignorance, prejudice, 
public indifference, propaganda, sales 
psychology, and legal inertia, all of 
which are thoroughly understood by the 
skilled loan shark. 


VIEWPOINT OF THE VICTIM 


To begin with, few if any of the vic- 
tims of loan sharks know that there is 


18 Since this article was completed, the Min- 
nesota State Supreme Court has handed down 
a decision concerning a usury loan company 
which contains a recital of even more start- 
ling statistics on the operation of the loan 
shark, A receiver appointed by the District 
Court to impound the books and records of 
an alleged usury loan company in Minneapolis 
made a firsthand examination of the records 
of the company, and following is a quotation 
from the Supreme Court decision showing the 
findings of the receiver: “From examination of 
the books and evidences of indebtedness of 
defendant’s [Metro Loan Company] business, 
taken over when appointed, the receiver makes 
an affidavit showing the existence of 595 loans, 
upon which there still appears unpaid in ex- 
cess of $14,000.00, although of the total sums 
loaned of $14,400.00, over $20,000.00 has been 
repaid. It is further shown that of these loans 
only four were $100.00 each, all the rest were 
in sums of $50.00 and less. The interest rate 
of each loan is shown. Only in five cases was 
it Jess than 100 per cent per annum. Those 
five were 76, 82, 87, 94 and 96 per cent per 
annum. In the other 590 loans the interest 
rate per annum would average well over 300 
per cent, one exceeding 1000 per cent.” State 
ex rel Edward J. Goff, County Attorney of 
Hennepin County, Minnesota, Respondent, v. 
R. J. O'Neil, doing business as Metro Loan 
Company, Appellant, Supreme Court of Min- 
nesota, May 26, 1939. (Italics are the au- 
thor’s.) See also note 20, infra. 
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any maximum rate of interest allowed 
by law; much less, what it is. Many of 
them trust blindly in the naive concep- 
tion that if a company bears all outward 
appearances of respectability, advertises 
widely in local newspapers and other 
publications, and openly solicits loans, 
it cannot be anything but legitimate.* 
Again, the majority of borrowers have 
no understanding or realization of the 
amount of interest they are paying; and 
in fact, so “easy” do the loan companies 
make it for them to obtain loans, and 
so smoothly is the lending operation car- 
ried out, that most borrowers have no 
recollection of what they signed when 
they obtained the ioan. In the survey 
conducted by the Better Business Bu- 
reau, it was stated that only forty-two 
of the borrowers knew what they were 
signing when they procured the loan. 
The methods of collection employed 
by such loan companies, also, are so de- 
signed as to bring them into as little 
contact with the law as possible, and 
involve to a large extent the remedy 
known in law as “self-help.” Only an 
inveterate stoic can indefinitely with- 
stand repeated telephone calls at his 
place of employment and at his home, 
relentless harassing by skilled collectors 
at his home and his place of business, 
accompanied by a deluge of dunning let- 
ters and “persuasive” literature. Al- 
ways unconsciously aiding and abetting 
the loan shark is the employer of the 
borrower. The borrower is in constant 
fear of losing his job as a result of such 
disturbances at his place of employ- 


14 The oft-repeated statement that the usury 
loan business must of necessity be a furtive, 
undercover enterprise, was never true in Min- 
neapolis. These companies have advertised 
widely in local newspapers and other publica- 
tions and extensively by mail. They have oc- 
cupied large office suites in the best office 
buildings, used “high pressure” sales methods, 
and otherwise operated openly and notori- 
ously, securing their business in the same man- 
ner as any other business enterprise. 


ment; and instances were found where 
the loan shark called on the employer 
himself in a direct effort to enlist his aid 
in bringing pressure to bear upon the 
borrower. 

Finally, there is always the one over- 
riding fear of a wage garnishment. No 
attempt will be made here to dwell at 
any length upon the wage-garnishment 
evil; suffice it to say that abuses of the 
garnishment law have ever been the 
bane of the legal aid attorney’s ex- 
istence. It is quite a simple process in 
Minnesota for a loan shark to attach 
wages of a delinquent borrower and to 
keep such wages as were owing at the 
time impounded, and to impound more 
by successive garnishments for a period 
of six months or more before there is 
any opportunity for the courts to afford 
relief by a judicial determination that 
the loan is usurious and void.” Since 
the average employee cannot subsist 
more than a few days without his cur- 
rent pay check, he is often forced to 
capitulate and pay the loan company’s 
demands on its own terms.7¢ 

Supplemented by a natural reluctance 
of the jurists, not fully cognizant of the 
situation, to apply the harsh penalty of 
sacrifice of all interest and principal, the 
foregoing combination of factors has in- 
deed proved effective for the high rate 
lenders. 


MANNER OF MAKING LOANS 


The manner of making loans is char- 
acteristic of loan shark practices. ‘The 
slogan of usury loan companies is and 
must be “quick loans, with no investi- 


15 Mason’s 1927 Minnesota Statutes, Vol. 2, 
Chap. 77, Secs. 9356-84, p. 1854; Mason’s 1938 
Supplement, Chap. 77, Sec, 9356, p. 1167. 

16 As to the extent of the use of garnish- 
ments by loan sharks, a search of the records 
in the Municipal Court of the City of Minne- 
apolis has revealed that during the period of 
January 1, 1937 to November 1, 1938, a total 
of 1,845 suits were commenced by loan sharks, 
accompanied by 997 garnishments. 
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gation, no security, no co-signers and 
strictly confidential.” | Consequently, 
the borrower is not investigated beyond 
his own statements and perhaps a 
checkup of his employment. However, 
in this connection one salient feature 
has been noted. There appears to be 
a more or less typical class of people 
who habitually patronize the high rate 
companies, and who may be termed the 
loan shark “A list.” Once they become 
involved with a loan company, they 
never seem able to free themselves from 
debt entanglement, many of them hav- 
ing been involved for periods as long 
as eighteen years. 

With respect to this “A list” there 
has been much evidence of co-operation 
among the various loan companies for 
their common good, if not a definite cen- 
tral organization which ultimately rates 
these borrowers in somewhat the same 
manner as a credit rating company, but 
with all the emphasis placed rather upon 
the individual’s degree of gullibility and 
reputation for being in perpetual diffi- 
culty with his creditors, since he is the 
type who will be constantly in need of 
money, constantly unable to pay up in 
full, and a fertile prospect for profitable 
renewals.*” 

As evidence of the indebtedness, the 
loan companies invariably take a prom- 
issory note of some kind. Often it is 
signed in blank, in which case the loan 
company relies upon the borrower’s 
mental confusion at the time and failure 
to remember details, to enable it to fill 
in the blank in any manner which best 
suits its purpose should the need arise. 

Often accompanying the note is a 
purported “wage assignment.” How- 
ever, the wage-assignment evil in Min- 
nesota has been quite effectively con- 


17 The author has several times been ex- 
tended the dubious compliment of receiving 
through the mails a letter stating that his 
credit had been “investigated and found good” 
by such loan companies, and inviting him to 
come in for a loan “with no questions asked.” 


trolled by legislation.® These wage 
assignments seldom conform to legal 
requirements, and are used principally 
for their moral effect. On occasions 
they are presented to the employer in 
the hope, sometimes realized, that the 
employer will be ignorant of their spuri- 
ous nature and will “pay out” on them. 


RENEWALS 


Of course, renewals are encouraged in 
order to keep the borrower paying as 
long as possible. When the loan is re- 
newed, additional interest is added and 
a new note executed. The practice of 
obtaining very frequent renewals to re- 
finance a past indebtedness or “add in” 
a new loan is very common, and of 
course boosts the profits tremendously. 

This process of renewals may con- 
tinue indefinitely for a period of years, 
usually further complicated by loans 
made from different companies to make 
payments on prior loans, until often a 
single borrower becomes involved with 
five or six or more loan companies. It 
can readily be seen that it is virtually 
impossible to determine the actual in- 
terest paid in many of these cases, since 
this system of renewals adds an addi- 
tional amount of interest with each re- 
newal and covers up the old interest 
charge by shifting it to principal under 
the new loan. Also, the information as 
to renewals is usually exclusively within 
the knowledge of the loan company, and 
any request for information as to pre- 
vious loans is invariably met with what 
we have termed the “Song of Lost Rec- 
ords.” The loan company has “lost its 
records” of previous loans, or “keeps 
such records only a certain length of 
time, when they are destroyed,” or 
“they have all been sent in to the home 

18 Mason’s 1927 Minnesota Statutes, Vol. 1, 
Chap. 23, Secs, 4135-38, p. 933; Mason’s 1938 
Supplement, Vol. 3, Chap. 23, Sec. 4137, p. 
666. No case of “salary buying” in Minne- 


apolis has ever come to the attention of the 
author, 
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office,” or are “stored in a vault,” and 
in one instance they were “destroyed by 
fire” but reappeared mysteriously later 
on. Under pressure, such records are 
invariably produced with little apparent 
difficulty. 

One borrower was found who had 
borrowed $50, repayable in one month 
from date with $5 interest, or a rate of 
120 per cent per annum. At the end of 
the month he was unable to repay the 
loan, so renewed it by paying $5 interest 
and signing a new note on the same 
terms as before. This process continued 
uninterruptedly for nearly seven years. 
At the end of that time the borrower 
had paid approximately $400 in interest 
and still owed the principal sum of $50. 

Most of these loan cases which have 
come to the attention of the Legal Aid 
Society have been compromised and set- 
tled, the borrower usually saving all the 
usurious interest and repaying only the 
amount actually received plus interest at 
a legal rate. Due to the large volume of 
cases of this type, it was physically im- 
possible to resort to ordinary legal chan- 
nels to combat usurious loans. Also, the 
remedy provided by-law to cancel such 
loans and enjoin the collection of them 
is not ordinarily available to the average 
borrower because of prohibitive costs in- 
volved. As a result, the Legal Aid So- 
ciety reached a sort of “entente” main- 
tained at swords’ points with the loan 
companies, who were usually glad to 
dispose of the comparatively small pro- 
portion’ of borrowers who found their 
way in to the Society, by obtaining the 
return of their principal and surrender- 
ing the note.® At times these loans 
were contested by court action, but al- 
most invariably the lender would with- 
draw or settle before trial. Where the 


19 Seldom was the whole note surrendered. 
Usually only the signature was torn off and 
returned, to prevent evidence of the loan com- 
pany’s method of doing business from getting 
into other hands, 


borrower had already repaid more than 
he received, as a rule cancellation of the 
note could be secured with no further 
payment.?° 


THE PRORATE COMPANY 


No discussion of the usury loan situa- 
tion would be complete without some 
portrayal of the role played by so-called 
“prorate companies” in the small loan: 
arena.. Briefly, a prorate company as 
operated in Minneapolis is a private en- 
terprise organized for the purpose of 


20 Also, to combat the loan sharks, the 
County Attorney of Hennepin County ob- 
tained the appointment of receivers for sev- 
eral of these companies and seized their prop- 
erty upon the theory that they constituted a 
“public nuisance.” One of these cases was 
appealed to the State Supreme Court, but un- 
fortunately there was no determination of the 
case on the question of whether or not a usury 
loan company was a public nuisance, and the 
action, together with the receiver, was dis- 
missed upon the ground of procedural error. 
State ex rel Claude et al. v. District Court for 
Fourth Judicial District, et al. (Feb. 3, 1939, 
Supreme Court of Minnesota), Case No. 
32057, 283 North Western Reporter (St. Paul: 
West Publishing Co.), p. 738. 

Since the foregoing was written, the Minne- 
sota Supreme Court has filed a second decision 
in another instance where the County At- 
torney followed a similar procedure. ‘The 
Court, in a rather far-reaching decision, held 
squarely that the operation of a usury loan 
business constitutes a public nuisance, that 
such a company can be enjoined from continu- 
ing in business, and that a receiver can be ap- 
pointed to impound all the books, records, and , 
property of such an enterprise. Following is 
a quotation from the headnotes of the deci- 
sion (Headnote 4): “... When a small loan 
business, catering to the large class of poor 
and necessitous wage earners, is so conducted 
that in every loan made the usury statute is 
flagrantly and intentionally violated, and there 
is no adequate or effective remedy which the 
borrowers are willing or able to use to obtain 
redress for violation, it constitutes a public 
nuisance.” State ex rel Edward J. Goff, 
County Attorney of Hennepin County, Minne- 
sota, Respondent, v. R. J. O’Neil, doing busi- 
ness as Metro Loan Company, Appellant, Su- 
preme Court of Minnesota, May 26, 1939. 
See also note 13, supra. 
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liquidating debts for its clientele. A 
set fee is charged for receiving regular 
installment payments from a debtor, 
which payments are then distributed to 
the creditors, after first securing, or at- 
tempting to secure, the consent of each 
creditor to accept the payments in ac- 
cordance with the plan set up. The fee 
charged is usually a percentage of the 
total amount of the bills to be pro- 
rated, plus additional incidental charges. 
While the author does not wish to be 
understood as condemning all such insti- 
tutions, the operation of these enter- 
prises has been found to be fraught with 
serious danger, making them the object 
of some regulatory legislation.** In so 
far as those evils concerned the usury 
loan business, while definite proof was 
very difficult to obtain, it seemed appar- 
ent to those who were in contact with 
the situation that the two enterprises 
frequently were interwoven. 

Many instances have been found at 
the Legal Aid Society where a borrower 
was first sent to a loan shark by a pro- 
rate company for a loan which was 
largely for the purpose of paying the 
fees of the prorate company. Since the 
loan is another debt, it is added to the 
total indebtedness to be prorated and, 
of course, since the fees are based on 
the total indebtedness, it increases the 
fee to the prorate company to that pro- 
portionate extent, in addition to increas- 
ing the debtor’s general indebtedness. 
Often it seemed that only a compara- 
tively small proportion of the money 
paid is filtered through to the legitimate 
creditor in payment of his debt, and 
many creditors became so incensed that 
they refused to co-operate with the pro- 
rate company. 

If the situation became too involved 
to control, because of recalcitrant cred- 
itors, it appeared that the prorate com- 

21 Mason’s 1938 Supplement, Vol. 3, Chap. 


35, Secs. 5887-51 to 5887-59; Laws of 1935, 
Chap. 347. 


pany would often recommend bank- 
ruptcy for the debtor. Of course this 
required additional capital, which the 
obliging loan shark was ever ready to 
supply, and usually resulted in a profit- 
able renewal of the first loan to pay fees 
plus an additional amount to defray the 
costs of the bankruptcy. It always 
seemed that the usury loans and the pro- 
rate fees (which had a way of per- 
petually accumulating as new debts 
were invariably added and new services 
performed) were somehow “renewed” 
after the bankruptcy. 

It is not difficult to see how, upon his 
discharge in bankruptcy, the debtor is 
still deeply involved; and with the addi- 
tion of new debts, incurred by inability 
to pay current expenses caused by the 
constant drain on his income, his affairs 
often ended up with a greater indebted- 
ness than before, and in such a hopeless 
tangle a solution was impossible. At 
this point the prorate company or the 
loan company often had no compunc- 
tions concerning a garnishment for an 
unpaid balance in “fees” or for loan 
installments due. 

The foregoing does not present an 
inspiring picture, but files in the offices 
of the Legal Aid Society and other so- 
cial agencies indicate that this has been 
a very common situation. The author 
has personally seen many such cases— 
some even more involved, with two or 
three prorate companies and several loan 
companies concerned in the same case. 


THE UNIFORM SMALL Loan Act 


Restrictions on space prohibit any 
further exemplification of loan shark 
methods. We now hope that these 
problems are largely solved with the 
passage of the Uniform Small Loan Act 
on February 15, 1939, in Minnesota. 


22 Laws of 1939, Chap. 12, approved Feb. 
15, 1939, effective June 1, 1939. This act is 
substantially the same as the Sixth Draft of 
the Uniform Small Loan Law, as revised Jan, 


4 
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A history of the passage of this act, al- 
though intensely interesting and perhaps 
characteristic of experiences in other 
states which have adopted it, is not here 
appropriate and will not be attempted. 
Suffice it to say that the passage of this 
act is the culmination of several years 
of intensive effort. The within article 
is, therefore, somewhat in the nature of 
a post mortem, and is written at the 


1, 1935 (F. B. Hubachek, Annotations on 
Small Loan Laws, New York: Russell Sage 
Foundation, 1938, p. 194). However, the 
maximum rate of charge (Sec. 13) was set at 
3 per cent per month, and the minimum assets 
required (Secs. 2, 4, and 6) was $15,000 in the 
act as passed in Minnesota. 


climax of the transitional period be- 
tween two eras in the history of small 
loan legislation in Minnesota. For that 
reason also, the author lacks sufficient 
perspective on the very rapid current 
developments, still in the formative 
stage in this field, to attempt any com- 
ment upon them. 

Developments since the passage of 
the act have been quite significant, but 
also not as yet sufficiently crystallized 
to hazard any conclusions or generaliza- 
tions. Only time can determine how 
well the new act will function, but we 
trust it marks the end of the old evils, 
at least. 


Richard H. Bachelder, LL.B., has been connected 
with the Legal Aid Society of Minneapolis since 1931, 
being chief counsel since 1937. He was assistant ed- 
itor of the Minnesota Law Review in 1930-31. 


The Small Wage Earner in Legal Trouble 


By WAYNE THEOPHILUS 


HE legal problems of the small 

wage earner are as many and 
varied as any other person’s. He is 
involved with questions of corporation 
law, decedents’ estates, patents, insur- 
ance, and every other field. Like the 
rest of us, he must be guided to a 
proper solution of his difficulties. Here 
we shall confine ourselves to the more 
common and prevalent, and at the same 
time more serious, problems. It is be- 
cause they are so common that they are 
so serious and worthy of discussion.’ 


OBSTACLES 


The first “legal problem” of the indi- 
vidual workman is finding competent le- 
gal assistance. A person in his position 
is often subject to the devices and 
kindly ministrations of “curbstone law- 
yers”—first, because many of them are 
his associates and they are only too 
happy to volunteer their services and 
advice; second, because, on account of 
his poor economic situation, he feels un- 
able to pay a lawyer, yet is compelled 
to seek assistance of someone who, 
though not a lawyer, has had some deal- 
ings with the law, as squire, real estate 
agent, or perhaps even as a plaintiff or 
defendant in a legal action which may 
or may not have been similar to the 
problem which confronts the wage 
earner. 

Those who, through political connec- 

1Jn an article as brief as this the discussion 
must be kept general. The problems vary so 
much from state to state, and even from 
county to county, because of difference in 
laws and procedure,.that anything lke a de- 
tailed discussion is impossible, 

2A discussion of the legal problems of the 
individual laborer cannot be had without ref- 
erence to his economic situation as well. As a 
matter of fact, it is his economic position 
which gives rise, in the main, to his legal prob- 
lems. 


tions or lodge affiliations or personal ac- 
quaintance, have some access to a law- 
yer are more fortunate than most, but 
even then the impecunious individual 
will hesitate to intrude where he feels he 
cannot pay his way. A legal aid society 
goes far toward filling this gap; but even 
this aid, where it happens to exist, -is 
often unsolicited because it is unknown 
to the workingman. The specter of fees 
presents a considerable handicap which 
may be real or fancied, but which in the 
end has the same result. 

Once having obtained legal aid, the 
biggest problem of the wage earner, to 
wit, competent legal assistance, is 
solved; but if his case requires court 
action, then the old obstacle of court 
costs is brought out in all its most un- 
pleasant aspects. To be sure, there is 
such a thing as an in forma pauperis 
proceeding, but the very name is re- 
pulsive. The individual workingman, as 
his name implies, is a wage earner. He 
wants to pay his way, and his constitu- 
tional rights should be placed within his 
reach as a means of adding to his self- 
respect and confidence, without casting 
upon him any disparaging reflections, 
such as are connected with the medieval 
concept in forma pauperis. 

The cure, of course, is a small claims 
court with jurisdiction over the type of 
case in which the wage earner might be 
the plaintiff, and with small fees in place 
of a high initial cost. The most fre- 
quent example of this type is the col- 
lection of wage claims. 

Next to expense comes the obstacle of 
delay. In wage claims, delay of justice 
means denial of justice. The possibility 
of delays encourages the unscrupulous 
employer to withhold payment of wages 
in the hope and expectation that the em- 
ployee will settle for less, rather than 


Pad 
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sue and suffer the worries of the penni- 
less while waiting court trial and the 
ensuing uncertainties of execution in an 
effort to collect any judgment he may 
obtain. 


COLLECTION OF WAGES 


Civilization requires law; and the ad- 
ministration of law, to be of any value 
to the people and retain their respect, 
must be fair and readily available to any 
person needing its help. Undoubtedly 
the law favors the collection of wages, 
and certain privileges, such as a pre- 
ferred place on the trial calendar, are 
accorded actions at law for wages. 
However, this advantage, as well as oth- 
ers in various jurisdictions, does not go 
far enough to provide the necessary 
speed. 

Much thought and action have been 
expended on unemployment compensa- 
tion, social security, pensions, relief 
work projects, and the like; all these 
may have their place, but none of them 
really encourages the initiative of the 
individual. If one desires to develop 
this initiative and to keep up the cour- 
age of the individual, it is necessary to 
insure the reward for initiative. To the 
workingman this means his wages. If 
wages are made as certain of payment 
and as quick of collection as is humanly 
possible, the result is worth more to self- 
respect than any found in relief. 

If, through lack of money for costs 
and inadequacy of resources for waiting, 
wages now honestly due and payable are 
not collected through existing court ma- 
chinery, a peculiar machinery should be 
set up at once to provide a solution for 
this particular problem. A few states, 
notably Massachusetts * and California * 
have taken steps in that direction by 


3 Annotated Laws of Massachusetts, Part I, 
Vol. IV, Chap. 149, Sec. 148 et seg. 

4 Deering’s Codes of California, volume en- 
titled “Labor, Etc,,” 1937, Secs, 200-258, pp. 
19-25, 


` authorizing the Labor Commissioner to 


make the collection. There has been a 
model law drawn.’ Laws based on this 
model would make it a governmental 
function to enforce, fairly and quickly, 
payment of wages legally due. 


THe WORKER AND THE LABOR UNION 


In addition to the legal problems of 
getting his wages, the workman often is 
faced with difficulties in trying to exer: 
cise his right to work. Formerly he had 
to please his employer, and his work was 
secure as long as the employer was in 
business. Now a third party, of his 
own making, enters into the picture. 
Today in many cases he must please 
primarily the labor union of which he 
is a member, and secondarily the em- 
ployer. The existence of this new party 
has created a legal relationship which 
has had unfortunate effects on a num-. 
ber of individuals. Lawyers are repeat- 
edly questioned by workmen under the 
following circumstances: 

First, a person has held a steady job, 
and finally, by persuasion, has been re- 
cruited as a member of a union. Im- 
mediately after paying the fee and be- 
coming a member in good standing, he 
is relieved of his job in favor of a 
brother older in the union. The new 
member is placed on the extra list. It 
is hard for him to understand why he 
should be required to pay money to lose 
his job. On the face of it, there does 
not seem to be any legal remedy for the 
individual against the labor union. 

We have, second, the situation where 
the individual has obtained a job for 
himself. His employer has been located 
and is satisfied to hire him as a good 
and able workman, but he must be a 
member of the union before he can go to 
work, and the union will not take him 


5 The Appendix to a publication of the 
United States Bureau of Labor Statistics, No. 
607, entitled “The Growth of Legal Aid Work 
in the United States,” 
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in. What is to be done about that? Le- 
gally, there seems to be no remedy. 

Anything which affects his right to 
work and to be paid for his labor con- 
stitutes a problem to the workingman. 
During the years the law of master and 
servant has worked out certain solutions 
of problems incident to that relation- 
ship, but as yet there is no protec- 
tion for the individual from the labor 
union. 


WAGE ASSIGNMENTS 


Even when the workingman has been 
able to exercise his legal right to work 
and has obtained his legal due by way 
of wages, he is faced with many legal 
problems in keeping or using his funds. 
Generally throughout the country his 
biggest perplexity in this field arises 
from wage assignments and attach- 
ments. . 

It is well recognized that, unless pro- 
hibited by law, the employee has the 
right to assign his wages due, or that 
will become due from a present employ- 
ment. This fact makes it easy for the 
„workingman to get credit. Wage as- 
signments, however, cause trouble, not 
only with his family for whom the as- 
signment was made in the hope that it 
would purchase articles for their bene- 
fit, but primarily with the employer if 
it becomes known to him. It is common 
knowledge that employers do not en- 
courage the assignment of wages, and 
a legal demand to enforce their pay- 
ment to the assignee will often arouse 
the ire of the employer by reason of the 
increased work in the employer’s book- 
keeping and increased overhead gen- 
erally, and may also jeopardize the 
employee’s position by making the em- 
ployer feel that this man does not take 
care of his obligations and may not, 
therefore, be a proper person to keep in 
his employ. Realizing this attitude, the 
workman who has assigned his wages 
is worried; his efficiency may be low- 


ered; and the loss of his job may be 
imminent. 

Regardless of the knowledge which 
the workman has of this condition, he 
recurrently falls into the same trap, and 
apparently there is no remedy except 
such as the legislature provides. An 
effective one has been found in laws 
which require the consent of the em- 
ployee, the employee’s wife, and the em- 
ployer, in order to make an effective 
assignment. In cases where these pre- 
cautions are required, wage assignments 
are the exception rather than the rule, 
and they are accepted by the employer 
only for such socially desirable objec- 
tives as support of the wife and chil- 
dren. It would be a better rule of law 
to prohibit them entirely except for such 
matters as family support and some 
taxes. 


GARNISHMENT OF WAGES 


Closely analogous to this situation is 
the matter of garnishment of wages. 
For example, the laborer overreaches 
himself, as is common in every walk of 
life, and attempts to buy too much on 
credit for his present income. It may 
be, on the other hand, that he was liv- 
ing within his means, but a change in 
conditions has reduced his income so 
that he cannot pay. Immediately gar- 
nishments or attachments are issued 
against his wages, with practically the 
same effect on the employer as the as- 
signment of wages previously discussed. 
To tie up the entire income for one or 
two debts is certainly not going to help 
the employee in the discharge of his 
other legal duties. Not only does it 
worry him, but from that time on he is 
unable to obtain the necessities of life 
for himself and his family. 

There are two solutions which, to 
some extent, remedy this condition. The 
first is called “personal receivership.” 
The individual deposits all his wages in 
a fund and makes arrangements to keep 


46 THE ANNALS OF THE AMERICAN ACADEMY 


a certain part himself and prorate the 
balance among his creditors. This may 
be something that the individual can 
do himself. It is more effective, how- 
ever, if the law specifically outlines such 
a procedure. Briefly, such a law per- 
mits a court or other body having juris- 
diction to determine what part of his 
income shall go to pay creditors and 
what part shall be kept for the workman 
and his family to use. This type of 
remedy is not effective unless all cred- 
itors are included, regardless of whether 
or not one happened to be more alert 
than the others and instituted proceed- 
ings in execution for the satisfaction of 
his claim. 

Better still, no garnishment of wages 
should be possible. Some people claim 
that they cannot understand how busi- 
ness can be carried on unless this means 
of collection is permitted. We need 
only point to the Commonwealth of 
Pennsylvania as an example of a state 
which has such a prohibition. The right 
to attach wages in Pennsylvania exists 
only for the support of a man’s family, 
for the support of an illegitimate child, 
for four weeks’ room and board, or for 
some taxes. All these exceptions are 
recognized as being of primary impor- 
tance, and the burden rests on the pros- 
pective creditor to make certain, in ad- 
vance, of the character and reputation 
of the workman with whom he is deal- 
ing. The only real security is the will- 
ingness of the debtor to pay, and after 
all, why should this not be the test 
everywhere? Many business men sell 
for cash only, and there can be no surer 
way to curb overreaching on the part of 
the wage earner. Prohibiting attach- 
ment of wages does not itself prevent 
overreaching; but it does prevent undue 
suffering, and places the burden where 
the burden should be. 


EXEMPTION Laws 
There are, of course, exemption laws 


which are designed primarily to prevent 
suffering and pauperism by the act of 
another, and they cover many fields. 
The legislature recognizes that it is to 
the advantage of the entire community 
that each person or family group be 
self-sustaining and have at all times a 
minimum of household goods, clothing, 
and money. 

The big problem has been the obvious 
willingness of the individual to waive 
and part with the advantages so pro- 
vided. Quick and easy remedies exist 
in favor of creditors, where it was 
planned that there should be none. 
The right of exemption ordinarily is 
held to be a personal privilege, and must 
be claimed in order to be effective, and 
may possibly be waived. There appears 
no remedy for this except a provision of 
the law that exemption rights in con- 
tract matters cannot be waived. 

It is conceivable that in tort matters 
there should be no exemption, as every 
person should be held liable as far as 
is humanly possible to right a civil 
wrong. ‘The person who suffers from a 
tort does not usually pick the person 
who hurts him—that is a matter of 
chance—and the person who suffers 
should have every available remedy at 
hand, whether it impoverishes the 
wrongdoer or not; but in contract mat- 
ters, the parties to some extent choose 
each other. When an individual will 
not protect himself and such failure to 
protect constitutes a menace to the sta- 
bility of society, then the added protec- 
tion should be provided. Ordinarily, 
exemption Jaws provide a real protection 
where available; but in many places the 
process of invoking their protection is 
so complex that the services of a lawyer 
are necessary. The operation of such 
laws should be automatic—a right, not 
a privilege. 


LANDLORD AND TENANT 
Next to matters involving wages, the 
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greatest legal problems faced by the 
small wage earner are found in the 
landlord-and-tenant field. The law in 
such an important field is usually well 
defined and the practice well stand- 
ardized. Advice is the main require- 
ment. 

The landlord-and-tenant problems are 
divided into two types: first, those 
which arise where there is no written 
lease but only an oral relationship of 
landlord and tenant, in which event the 
rights and duties of each party are well 
defined by law; and second, where the 
relationship exists by reason of a writ- 
ten lease, setting out in detail the rights 
and duties of both the landlord and the 
tenant. 

In the first case, the tenant usually 
has the advantage, and as long as he 
pays his rent the landlord can do little 
or nothing to disturb his occupancy. 
Even if he fails to pay his rent, the ma- 
chinery providing a remedy really gives 
the landlord no relief, when all the ex- 
emption laws are taken into considera- 
tion. 

On the other hand, where a tight 
written lease exists, the tenant’s diffi- 
culties multiply. There are provisions 
against everything that might conceiv- 
ably be to the disadvantage of the land- 
lord, and waivers of exemptions, notices, 
and all the other safeguards provided by 
law. If to this are added acceleration 
of rent and repair clauses, it can readily 
be seen that the tenant is in need not 
only of advice but of a great deal of 
sympathy as well, should he violate any 
of the provisions of the lease. One of 
the greatest abuses arises where the ten- 
ant accepts a property and signs a lease 
upon representations that certain repairs 
will be made. Once signed to a lease in 
which no mention is made of the pro- 
posed improvements, the landlord is le- 
gally bound only by its provisions. 

It is in settling the maze of these 
problems that the workingman needs a 


learned and sympathetic adviser—one 
who, if need be, can brush by the legal 
technicalities and find a practical solu- 
tion to his problem, or one who, at least 
convinced of the moral right of his cli- 
ent, yet aware of the legal difficulties 
involved, will go directly to the adver- 
sary, usually the landlord, and attempt 
as fair and equitable an adjustment as 
is possible under the circumstances. 


INSTALLMENT CONTRACTS 


Closely following landlord-and-tenant 
matters are the problems presented by 
installment contracts. Many articles 
purchased on the installment plan are 
subject to a substantial markup in price. 
Then, of course, there is the acceleration 
clause in the contract to the effect that 
failure to make one payment shall make 
all the balance of the payments due and 
payable at once, and enable the seller to 
reclaim his goods. If the seller wishes 
to be disagreeable and technical, any 
person who buys under such circum- 
stances does so at a terrific risk of loss. 
That is bad enough, but add to that the 
fact that in many places it is possible 
for the installment seller to add onto 
the same contract various articles pur- 
chased from time to time. The buyer 
never really pays for any one article, 
and at the same time increases the se- 
curity in favor of the seller and makes 
himself liable to the loss of all articles 
purchased if he should be unable to pay 
for the last. There appears to be no 
remedy for this practice except to make 
it impossible for articles that are pur- 
chased on different days to be added to 
an original installment contract. Each 
day’s purchases should be the subject 
of a new contract. This will give the 
buyer a chance. The more ethical in- 
stallment houses make some adjust- 
ments where a Jarge part of the bill is 
paid off, and allow the customer to keep 
a part of the goods that he has pur- 
chased. But it still is a settlement that 
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is extremely advantageous to the install- 
ment seller. f 

We have an additional hazard in con- 
tracts of this kind in that the right is 
given the seller, upon repossessing the 
articles, to resell them and then credit 
the sale price against the cost of re- 
possession, and if there is anything left 
over, then on the price charged the 
vendee. A deficiency judgment is en- 
tered for the balance, thereby subjecting 
the purchased to further levies in exe- 
cution. This probably is just and 
equitable, but it should be a condition 
precedent for the person claiming such 
deficiency to make a full and open dis- 
closure concerning the cost of reposses- 
sion, the amount of the sale, and the 
name and address of the purchaser. 
Thus the facts might be checked. It 
should also be impossible for the pur- 
chaser to waive the exemption laws. 

An installment contract constitutes a 
real hazard to the peace and happiness 
of most workingmen, as well as to their 
financial security, and the only satis- 
factory remedy seems to be to curtail 
credit. 


DoMESTIC RELATIONS 


A last big field in which the small 
wage earner finds himself in the center 
of the platform is that of domestic re- 
lations, with particular reference to sup- 
port, There are, of course, divorce and 
custody problems, but these are of less 
importance. The term “support” refers 
to maintenance not only of wife and 
children, but of parents as well. It is 
easier for an unscrupulous claimant to 
cause injustice and suffering here than 
in practically any other type of proceed- 
ing. At the same time, if the working- 
man is of the type who just won’t do 
anything, regardless of the punishment 
that may be promised him, there is no 
more futile action than a proceeding in 
a Domestic Relations Court. 

Here, as in the Juvenile Court or in 


cases dealing with juvenile problems, a 
sympathetic understanding of the prob- 
lem is required. The proceedings can- 


‘not be cold and impersonal if the de- 


sired effect upon the parties is to be had. 
Justice should be warm and personal. 
In most cases, the individual must be 
educated concerning his duties, obliga- 
tions, and rights, and then an order 
made by the court to conform with the 
particular situation. It is in these prob- 
lems that the legal aid society or the 
sympathetic attention of an attorney 
means so much to the individual, 
whether he be the workingman, his 
spouse, his children, or his parents. 

In attempting to solve these prob- 
lems, knowledge of the economic situa- 
tion of the client is essential, but the 
personal element is also important. 
There are cases, and not infrequently, 
where the wage earner has sufficient 
ability to provide support, but per- 
versely refuses, because of some real or 
fancied wrong, to do so. In other cases, 
the wife, the child, or the parent may 
expect too much. A kindly explanation 
of the individual’s position with refer- 
ence to this problem, backed with an 
order of court, does more good than any 
other approach. It sets the working- 
man’s mind at ease and helps to make 
him a good citizen. 


THE NATURE or LEGAL AID 


As much help is provided to the wage 
earner through advice as through litiga- 
tion, or more, except in monumental 
cases where a principle is to be estab- 
lished. Even there, legislation is likely 
to be more effective than court action. 
It is for lack of advice that the work- 
ingman suffers his greatest disappoint- 
ments and losses. The individual, 
whether rich or poor, should have access 
to an agency where he can procure 
quick and practical information and 
guidance in advance of making a deci- 
sion or taking a step. He is not inter- 
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ested in long legal battles; he is not 
interested in action for the sake of ac- 
tion, but for what it will bring him now. 


Threatened with legal action, loss of - 


property, or arrest, the workingman in 
his poverty and ignorance is at a loss to 
know what to do. Many times, if it is 
a bluff, it will work its effect and give 
him a sense of being outside the law. 
This may be entirely false and mislead- 
` ing, but it may be very real to him. A 
few words from a competent attorney or 
from counsel for the legal aid society 
will set him straight and protect him 
from unwarranted threats of the oppos- 
ing party. All that is necessary in 
many cases is for the opponent to know 
that the workingman has been properly 
advised; that he has gone to an indi- 
vidual who does really know and whose 
services are available. Legal aid ad- 
vice is never given with the idea of 
taking undue advantage of any person, 
but in order to effect justice. 

In most cases other than wage claims 
and workmen’s compensation claims, the 
individual workman is the defendant. 
His problem is mainly one of advice or 
adjustment. He is interested in the 
following questions: Is the claim against 
me a legal one? If it is legal, what can 
I do to protect my family from the con- 
sequences of a judgment or proceeding 
against me, in the event an adjustment 
is impossible? The service rendered 
looks toward the solution of such prob- 
lems. Every person is entitled to know 


his legal rights, and if he is apprised of 
them, together with the most practical 
way to protect them, always bearing in 
mind the items of delay and costs, the 
result is to reduce his problem to a 
minimum. Conciliation is stressed. The 
social aspect is always considered as well 
as the purely legal angle. As much 
effort should be exerted to protect 
so-called moral rights as purely legal 
rights. 

The solution of the legal problems of 
the individual workingman is primarily 
the responsibility of the public as a 
whole. Itis the task of the community 
to stimulate initiative and develop the 
courage and incentive of the wage 
earner to work and produce by making 
it easy for him to collect his wages, the 
reward of his labor, and then protecting 
him in his enjoyment of it. If this is 
done, most of the legal problems of the 
workingman solve themselves, and the 
security of the public as a whole is en- 
hanced to that extent. Nothing else 
fosters respect for the law so much as 
the knowledge that it protects the rich 


` and the poor, the wise and the ignorant, 


not by assuming that all are wise or 
that all are foolish, or that all are rich 
or that all are poor, but by recognizing 
the difference as it exists and providing 
the degree of protection that the differ- 
ence requires. 

The legal problem of the individual 
wage earner is the social problem of the 
public. 


Wayne Theophilus is attorney in charge of the Legal 
Aid Society of Pittsburgh, and member of the Execu- 
tive Committee of the National Association of Legal 


Aid Organizations. 


Legal Aid Service to Injured Workmen 


By Josera BEAR 


EMPORA mutantur, et nos mu- 
tamur in illis. The times have 
changed, and we are changed with them. 
In so far as our great industrial cen- 
ters are concerned, the days are gone 
when a lawyer could adequately and 
efficiently handle any type of case. The 
commercialization and industrialization 
of society, with its ramifications of new 
statutes adequately to meet new needs 
has so broadened and enhanced the law 
that to master one branch completely is 
practically a life work in itself. And in 
no other branch of the law are the ne- 
cessity and the benefit of specialization 
so exemplified as in the field of indus- 
trial injuries. 

The advent of workmen’s compensa- 
tion laws, with the elimination of cum- 
bersome, slow-moving court procedure 
and the substitution therefor of quasi- 
judicial administration with the pay- 
ment of definite, specific benefits, 
marked the beginning of our modern 
social legislation. As he who dances 
must pay the piper, so industry must 
pay for its human wreckage. That is 
the basis of all workmen’s compensation 
laws. This wide-sweeping reform tore 
away the legal fictions which were the 
pillars of the old master-and-servant 
laws and threw the burden where it be- 
longed—in the lap of industry. 


TECHNICAL PROBLEMS 


However, just as the old law was full 
of fictions, so the new law is full of tech- 
nicalities. In their zeal to make certain 
that industry pays only for what in- 
dustry is responsible, our lawmakers 
have so complicated the workmen’s com- 
pensation statutes that even after years 
of compensation administration, cases 
are still going up to our highest tribu- 
nals for interpretation and clarification. 
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In addition, amendments designed by 
labor to broaden the law and by indus- 
try to restrict its application are being 
enacted every year, so that a compli- 
cated law becomes a supercomplicated 
law, and a supercomplicated law be- 
comes a veritable legal labyrinth. 

These technical problems are legion, 
and a brief résumé of some of the more 
important points involved in cases han- 
dled by the author’s office indicates the 
variety and the scope of these problems. 

An amendment to the Massachusetts 
act assesses costs upon the insurer in the 
event of failure before the Commission 
on its appeal. No similar costs are as- 
sessed upon the appealing employee un- 
der similar circumstances, the obvious 
purpose being to discourage wholesale 
appeals by insurers. A worker had 
been allowed such costs, and the in- 
surer contended that the statute was 
unconstitutional as denying the equal 
protection of the laws. The court de- 
clared the amendment to be constitu- 
tional.t 

In the case of occupational disease 
(pneumoconiosis) the problem was 
raised as to who was liable for the pay- 
ment of compensation where two or 
more insurers were on the risk during 
the period of the worker’s employment. 
The court decided that the date on 
which the cause of the disability became 
complete constituted the date of injury, 
and the insurer on the risk on that date 
was liable.? 

An employee was refused compensa- 
tion because it was not certain whether 
he was an employee or an independent 
contractor, and whether the work in 
which he was engaged when injured was 
part of the business of the assured or 


1 Ahmed’s Case, 278 Mass. 180. 
2 Anderson’s Case, 288 Mass, 96. 


merely ancillary and incidental. If the 
latter, he would not be entitled to com- 
pensation benefits. The worker received 
his compensation.® 

The borderline between state and 
maritime jurisdiction can at times be a 
very narrow one, and when the deceased 
slipped off a refuse scow and drowned 
in Boston Harbor, his dependent could 
not understand why it was necessary for 
the highest court in the Commonwealth 
to decide that the work her father was 
doing was local in its general nature and 
not directly connected with maritime af- 
fairs, before she could receive her de- 
pendency benefits.* 

Massachusetts had amended her com- 
pensation act to cover injuries arising 
out of an “ordinary risk of the street,” 
and when the claimant, while engaged in 
his employer’s business, lost control of 
his car when it caught fire and smashed 
into a tree, the Supreme Judicial Court 
had to decide what constituted an “ordi- 
nary risk of the street.’ The Chief 
Justice in this case felt it necessary to 
write a five-page opinion dissenting 
from the decision of the majority of 
the court awarding compensation.® 

When Boston was building its new 
Federal building and a red-hot rivet fell 
several stories through the scantily 
planked flooring, piercing the claimant’s 
side, he thought it odd that he should 
have to wait for his compensation until 
the courts decided that the extraterri- 
torial clause in the Massachusetts act 
applied to injuries on Federal property 
because the Federal Government had 
not taken possession of that field and 
therefore the state law on the subject 
of compensation was not superseded.® 

A statute forbade employers from em- 
ploying minors under eighteen in estab- 
lishments where dangerous explosives 


3 Canning’s Case, 283 Mass, 196. 
4 Herbert’s Case, 283 Mass. 348. 
5 Higgins’s Case, 284 Mass. 345, 
8 Lynch’s Case, 281 Mass. 454. 
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were compounded, and when a minor 
so employed was killed in an explosion, 
a court opinion was necessary to decide 
that illegal employment on the part of 
the employer was no bar to the claim 
of the minor’s father.” 

The claimant, a waitress, did not real- 
ize when she went to work on the day 
of her injury that her name would go 
down in the law of compensation as the 
case deciding that tips she received from 
customers with her employer’s consent 
were to be added to her salary to deter- 
mine her average weekly wage, on which 
compensation is based.® 

These problems and a host of others 
confront the compensation specialist. 
Many times the case involving the least 
amount of compensation presents the 
most complicated legal difficulties. We 
cannot say to the injured worker, “Your 
case is too difficult—there’s not enough 
money involved—forget about it.” He 
is entitled to justice, and somebody must 
see that he gets it. 

This is the tutelary law that was in- 
tended so to simplify the problem of 
compensation for industrial injuries that 
lawyers and lawyers’ fees would be abol- 
ished. Again utopia has eluded the in- 
jured worker. The lawyerless Elysian 
fields are still only a vision to him, and 
legal representation remains a funda- 
mental necessity. 


MEDICAL KNOWLEDGE ESSENTIAL 


Compensation work, in addition to 
the ramification of legal technicalities, 
requires a fairly intelligent working 
knowledge of all branches of medicine. 
We have in our everyday compensation 
cases to deal with heart conditions, lung 
conditions, skin conditions, lead poison- 
ing, benzol poisoning, orthopedics, cases 
in the field of neurology and psychiatry, 
and a host of others. 

With all these medical conditions the 


7 Pierce’s Case, 267 Mass. 208. 
8 Powers’s Case, 275 Mass. 515. 
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able workmen’s-compensation attorney 
must be familiar, because a good many 
cases can be nonindustrial as well as 
industrial in origin and precipitation. 
The attorney cannot rely on the coach- 
ing of his own doctor at the hearing, 
because under speedy compensation pro- 
cedure hearings go on, many times, be- 
fore all the doctors arrive, and cases 
cannot and should not be postponed be- 
cause some doctor may be late. The in- 
jured worker may have been waiting a 
good many weeks for his hearing, and 
delay spells hardship. 

Just as the insurance companies ob- 
tain the services of legal specialists, so 
they can well afford to, and always do, 
retain the services of medical specialists 
who, unless cross-examined by an at- 
torney equipped with a fairly compre- 
hensive knowledge of medical terms and 
conditions, can play havoc with a com- 
pensation claimant’s case. 

The insurer’s medical expert takes an 
oath to tell the truth—and generally 
does; but the truthful statements he 
makes are not always the whole truths. 
His insurance attorney merely asks of 
him those questions which will elicit the 
answers the attorney desires to impress 
upon the commissioner hearing the case. 
It is then up to the injured claimant’s 
attorney to fill in the gaps—to follow 
up those angles which the insurance at- 
torney may purposely have neglected to 
pursue, 


SPECIALIZATION BY INSURERS 


Payments under the majority of com- 
pensation laws are made by insurance 
companies. They are in the business 
not for humanitarian or sociological rea- 
sons, but definitely to make money. 
There is a profit incentive which is nat- 
urally and fundamentally antagonistic 
towards the injured worker, whose view- 
point is benefits. The insurance com- 
pany wants as much as it can get, and 
the injured employee desires likewise. 


Because of a highly technical set of 
rules, to wit, the compensation laws, 
governing the taking thereof, the in- 
surance companies find it necessary and 
highly profitable, their contention to the 
contrary notwithstanding, to employ 
skilled counsel to defend their work- 
men’s compensation cases. 

These companies do not put just any 
attorney on the job. They train their 
counsel in workmen’s compensation 
practice and procedure. Their men are 
given a series of lectures on the law. 
They are given periodic talks on new 
amendments and their significance and 
effect as far as the insurance company 
is concerned. ‘They are sent out into 
the field to investigate compensation 
cases. After an extended period of such 
intensive training they are sent in be- 
fore the Industrial Accident Board to 
battle with the injured worker who in 
far too many cases has no legal repre- 
sentation at all, and if he has, it is not 
of the skilled and specialized type acting 
for his insurance antagonist. 

“Justice for all” is a misnomer and 
merely a happy phrase unless the in- 
digent compensation client—and in 
practically every case he is indigent— 
is able to procure an attorney who is 
fitted by experience and training to give 
him as efficient and specialized repre- 
sentation as the insurance lawyer gives 
his company. 

The conclusion is inescapable. It is 
sheer folly to argue against the fact that 
specialization is not only advantageous 
but also the only effective, equitable 
solution to the problem of procuring 
for industrially injured employees what 
the law seems to say they are entitled 
to. 


GOVERNMENT ATTORNEYS FOR WORK- 
ERS Not ADVISABLE 
Some have argued that the industrial 
commissions themselves should either 
act as counsel for the injured worker or 
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supply a government-paid attorney for 
him. i 

As to the first thought, it has been 
well and admirably stated that 


for the Commissions themselves to act as 
counsel for the injured man is highly dan- 
gerous. It is axiomatic that no man can 
be judge of his own cause. For the same 
reason it is difficult for a commissioner to 
judge a cause in which he is the advocate. 


Either he will be a partial judge or his ad- . 


vocacy will lack that zealous fidelity to his 
client’s cause which is the very essence of 
the attorney’s duty.° 


Regarding the second argument, that 
of supplying a government-paid at- 
torney, this thought has been advanced, 
that 


in the first place, the history of the devel- 
opment of legal institutions indicates that 
the attorney, in order to fulfill his obliga- 
tions to his client, should be independent of 
and not a paid retainer of the tribunal in 
which he pleads his cases. . . . Rather than 
to attach salaried attorneys to every court 
or tribunal in which indigent persons have 
cases, it would seem less expensive, more 
efficient, and more in harmony with the 
spirit of our institutions to have one central 
law office to which the less well-to-do per- 
sons could go and there obtain whatever as- 
sistance from lawyers they may need.1° 


LEGAL AID IN THE FIELD 


The Legal Aid Society in Boston, 
some twenty-odd years ago, sensed the 
need for just such specialization, and 
embarked upon a program designed to 
furnish to indigent compensation clients 
expert workmen’s compensation counsel. 
One attorney was designated to handle 
this type of case exclusively. By de- 
voting himself specifically to compensa- 
tion law, he became expert in this field. 
The various hospitals and social agen- 


® Reginald Heber Smith and John S. Brad- 
way, Growth of Legal Aid Work in the United 
States, U. S. Dept. of Labor, Bureau of Labor 
Statistics, Bull. No. 607 (1936), p. 52. 

10 Ibid., p. 53. 


cies began to realize that the specialized 
workmen’s compensation service ob- 
tained at the Legal Aid Society not only 
was available in an advisory capacity, 
but actually did secure results before 
the Industrial Accident Commission. 

Where at first the applicants merely 
trickled in, they soon came in increas- 
ing numbers, and even some private at- 
torneys began to refer compensation 
cases to the Society. The Family Wel- 
fare Society, the Red Cross, the Chil- 
dren’s Aid, the Salvation Army, the City 
Hospitals, and county, town, and city 
officials, feeling that these indigent in- 
jured workers would get the benefit of 
the best legal talent available in the 
compensation field, unhesitatingly di- 
rected these employees to the Legal Aid 
office. 


METHOD or HANDLING CASES 


When a client presents himself at the 
office, as complete a history as is pos- 
sible is obtained at the first interview. 
The source of the case is recorded, the 
reference party, the client’s nationality, 
his citizenship, whether employed or un- 
employed, his average weekly wages and 
other income, rent paid, and number of 
dependents. This information is needed 
to determine whether the case is one to 
be handled, properly, by the Legal Aid 
Society. 

The employer’s name and his insur- 
ance company or other compensation 
carrier are then recorded. Where the 
client has not this information, it is pro- 
cured from the Industrial Commission, 
which has a record of all employers and 
compensation carriers. The date of in- 
jury, the manner of injury, and the at- 
tending physicians and hospitals are 
then recorded. ' 

A telephone call to the insurer or 
other carrier immediately furnishes the 
reason why compensation has been re- 
fused. The Society attorney then has 
a nucleus around which to prepare his 


t 
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case. Letters are immediately dis- 
patched to the doctors and hospitals 
involved, and reports and records are 
procured. A search of the Industrial 
Commission’s files generally reveals ad- 
ditional medical reports, either by the 
insurer’s physicians or by impartial 
state examiners. 

When all this medical information has 
been gathered, a decision is reached as 
to whether further medical opinion is 
necessary or advisable. If so, the cli- 
ent is sent to a physician who is expert 
in the field required for the type of in- 
jury involved, and the medical informa- 
tion already gathered in the case is 
made available to that physician. 

The problem of procuring competent 
medical talent for legal aid compensa- 
tion cases at first presented a serious 
problem, and young men in the field 
were the early legal aid doctors. How- 
ever, as the legal aid attorney became 
widely known as an expert in workmen’s 
compensation cases, and the medical 
profession realized that only in neces- 
sary and worthy instances were the 
services of medical experts called for, 
the well-recognized specialists in the 
medical field began to accept legal aid 
cases on the basis of the small fees 
available, and in a good many cases for 
no fees at all, until now almost any long 
established and prominent physician 
will examine and report on a legal aid 
compensation case, providing he does 
not do work for the insurance com- 
pany against whom he may have to 
testify. 

After the medical aspects of the case 
have been taken care of and the matter 
seems one worthy of further prosecu- 
tion, both legally and medically, the 
necessary appearance of counsel and 
claim for compensation are filed with 
the Industrial Accident Commission and 
the compensation carrier. Where nec- 
essary, the compensation attorney inter- 
views the employer and the witnesses, 


and then has one or more conferences 
with the insurer. 

If no fair adjustment or arrangements 
can be made with the insurer, a request 
for hearing is filed with the Commission, 
which generally sets the case down for 
hearing within a reasonable length of 
time. A good many cases are adjusted 
and disposed of without trial. It is only 
where absolutely necessary that hear- 
ings are asked for. 

The hearing is conducted as in any 
controverted matter in court, except 
that the proceedings are not quite so 
formal, the injured workman being made 
to feel a little more at ease than he 
would be in the regular courts, although 
rules of evidence and other legal for- 
malities are adhered to, with lay and 
medical testimony on both sides. If the 
decision is unfavorable and the legal aid 
attorney feels that an appeal is war- 
ranted, such appeal is claimed and 
the case is argued before an appeal 
board. 

When, as in many cases, a question of 
law is involved, the case is taken to the 
Superior Court, where briefs are filed 
and the case argued before a single Jus- 
tice. In some instances, appeals to the 
Supreme Judicial Court, the highest 
court in the Commonwealth, are neces- 
sary, either on appeal by the legal aid 
attorney or by the insurance carrier. 
In those cases the entire record is 
printed, briefs are filed, and the case 
also argued orally. It is significant to 
note that where the average attorney 
may, during his years of practice, have 
one or two cases in the Supreme Judi- 
cial Court, the Legal Aid Society has 
already argued twenty-two cases before 
that tribunal, of which seventeen were 
won and five lost. 


RESULTS ACHIEVED AND AIMS 
It has been written: 


There [Boston] where this plan has long- 
est been in effect, it can truthfully be said 


LEGAL Am Service to INJURED WORKMEN 55 


that it has given impoverished workmen, or 
their widows, as efficient and splendid legal 
assistance as money could buy. . . . The 
Chicago Legal Aid Bureau found a similar 
need in the administration of its compensa- 
tion law and in 1927 set up a somewhat 
similar plan. In 1931 the New York Legal 
Aid Society also set aside one member of 
the staff to handle all its compensation 
cases. More recently the Philadelphia Le- 
gal Aid Society has accepted a large num- 
ber of such matters and the records indicate 
that the legal aid societies in other cities 
are experimenting with this same process of 
specialization. ... The development did not 
cease with these several experiments. The 
National Association of Legal Aid Organ- 
izations appointed a committee in 1924 to 
study the problem, and in 1924 and 1925 
this committee, in co-operation with a simi- 
lar committee of the International Associa- 
tion of Industrial Accident Boards and 
Commissions, presented joint reports, 


In 1938 the National Association of 
Legal Aid Organizations was accepted 
by the International Association of In- 
dustrial Accident Boards and Commis- 
sions as an associate member; and at 
its last Executive Committee meeting, in 
January 1939, our National Association 
established a Special Workmen’s Com- 
pensation Committee to aid further in 
the efficient handling of workmen’s com- 
pensation cases by the various member 
legal aid organizations. 

This committee also proposes to em- 
mark on a campaign to establish closer 
contacts with labor organizations, social 
agencies, and so forth, and disseminate 
among them, because of their frequent 
and close contact with indigent compen- 
sation workers, a broader knowledge of 
the more important aspects of work- 
men’s compensation law, similar to the 
idea of preventive medicine. Where 
workers are acquainted with the funda- 
mental requisites under the compensa- 
tion statutes, there will be less trouble in 
future claims as far as preliminary tech- 
nicalities are concerned. 

11 Smith and Bradway, of. cit., pp. 54, 55. 


The committee also intends to initiate 
and foster such amendments to the com- 
pensation law as the experience of the 
legal aid societies has shown to be de- 
sirable and just. 


LEGISLATIVE AND ADMINISTRATIVE 
BENEFITS OF SPECIALIZATION 


This system of industrial injury 
benefits, in itself a specialized piece of 
social legislative endeavor, carries with 
it, into its every adjunct, the theory of 
specialization. A special administrative 
tribunal was created to pass on these 
cases, instead of throwing them into the 
regular courts to be heard by any one 
of a number of judges who daily pass on 
many types of legal matters. In this 
way commissioners of industrial acci- 
dent boards become expert in the field 
of industrial injuries, and cases are 
swiftly and efficiently disposed of. 

Compensation coverage has become a 
specialized branch of the insurance busi- 
ness, and among the major companies 
an entire claim department, consisting 
of attorneys, supervisors, adjusters, in- 
vestigators, stenographers,-and clerks, 
all expert in this particular branch of 
insurance, is set aside to handle work- 
men’s compensation claims solely. 

By the same token, cases for injured 
claimants should be tried by attorneys 
from one or at most a very few central- 
ized offices, such as the legal aid soci- 
eties. It is only where numerous cases 
have been tried before industrial acci- 
dent boards that the adequacy of the 
law can be tested and weighed and 
new and necessary legislation formu- 
lated. 

What the late Justice Cardozo said 
about courts applies with equal force to 


12 The author’s amendment to the Massa- 
chusetts Act, Chap. 370, Acts of 1937, now 
Gen. Laws, Chap, 152, secs, 26 and 26A, 
broadened the law with reference to sunstroke, 
frostbite, suicide, and innocent victims of as- 
sault. 
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compensation practice, to wit: 


The Legislature, informed only casually 
and intermittently of the needs and prob- 
lems of the courts, without expert or re- 
sponsible or disinterested or systematic ad- 
vice as to the workings of one rule or an- 
other, patches the fabric here and there, 
and mars often where it should mend... . 
The duty must be cast on some man or 
group of men to watch the law in action, 
observe the manner of its functioning, and 
report the changes needed when function 
is deranged. 


Reginald Heber Smith and John S. 
Bradway, whose writings on legal aid 


have been internationally read and 
quoted, visualized this idea when they 
said: 


Such central offices are what the legal aid 
organizations ought to become in the nat- 
ural course of their development and what 
some of them have already become with 
their staff of well-trained attorneys . . . pos- 
sessing expert knowledge as to those types 
of cases in which wage earners are com- 
monly involved.1® 


18 Reginald Heber Smith and John S. Brad- 
way, Growth of Legal Aid Work in the United 
States, U. S. Dept. of Labor, Bureau of Labor 
Statistics, Bull. No. 607 (1936), p. 53. 
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Small Claims and Conciliation Courts 


By NATHAN Cayton 


ANY thousands of wage earners, 
confronted with the necessity of 
prosecuting claims for just debts or of 
defending claims asserted against them, 
have undoubtedly felt as did Voltaire 
when he said: “Only twice in my life 
have I felt utterly ruined: once when 
I lost a lawsuit, and once when I 
won.” 

The reason for this unfortunate situa- 
tion in the past was the failure of the 
existing court systems to meet their own 
underlying difficulties, and their failure 
to take note of the social angles involved 
when the wage earner went to court. 


THE PROBLEM 


The problem of dealing with small 
cases in a safe and inexpensive manner 
reveals a history of abuse and dissatis- 
faction that gave rise to a sweeping judi- 
cial reform. Today there is probably 
no movement in the legal field that has 
experienced so wide, rapid, and strik- 
ing a growth as that of the small claims 
and conciliation courts. 

Before a comprehensive picture of 
such courts is presented, it may be well 
to examine briefly the methods by which 
small claims cases had been dealt with 
in the past. Such cases were intrusted, 
on one hand, to a disorganized, unsys- 
tematic justice-of-the-peace system (of- 
ten presided over by laymen), and on 
the other hand, to so-called “inferior 
courts” with varied maximum civil juris- 
dictions ranging upward from $25. The 
justice-of-the-peace system has long 
since proved a failure, and in many 
places has been abandoned. The rea- 
sons need not be elaborated upon here. 
The procedure in the “inferior courts” 
usually involved the same degree of 
formality in filing, trial, and disposition 
as in cases involving larger amounts. 


Many TRIALS A Costrty Luxury 


In consequence, the impression pre- 
vailed that the initial decision resulting 
from the first trial was unimportant, and 
litigants came to expect a second and 
ofttimes a third hearing. When the 
case was finally closed, the parties came 
to realize that retrials and appeals had 
been costly luxuries. Had there been 
but one businesslike day-in-court and 
one judgment of their small dispute, 
both parties would have benefited by 
it. 

Almost thirty years ago, the great 
American leader, William Howard Taft, 
strongly criticized the method of han- 
dling small claims when he said: 


It used to be thought that a system by 
which cases involving small amounts could 
be carried to the Supreme Court through 
two or three courts of intermediate appeal 
was a perfect system because it gave the 
poor man the same right to go to the Su- 
preme Court as a rich man. Nothing is 
farther from the truth. What the poor 
man needs is a prompt decision of his case 
...@ judgment in time to enjoy it. 


It was not long before leaders in the 
field of judicial reform, anxious to as- 
sist the wage-earning groups, began to 
study the obstacles presented by this 
problem: (1) delay, caused by cumber- 
some pleading, long notice periods, fail- 


, ure to provide a trial on the return day, 
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and formality in the trial itself; (2) ex- 
pense entailed in the litigation of small 
disputes which was forbidding; court 
costs, added to attorney’s fees, too often 
consumed the entire claim; (3) the so- 
cial viewpoint expressed by a great per- 
centage of the population, indicating 
that courts were regarded as inaccessible 
and unsatisfactory institutions, serving 
the rich but closed to the poor. 
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HISTORY OF THE MOVEMENT 


The many studies made of the prob- 
lem resulted in the establishment of the 
Small Claims Court System, as it is 
known in many parts of the country to- 
day. The history and an exhaustive 
description of the system are skillfully 
presented in an official bulletin of the 
United States Department of Labor.? 
Mr. Justice Roberts of the Supreme 
Court of.the United States, in his intro- 
ductory preface to the bulletin, describes 
it as “an amazing story of progress to- 
ward the goal of equal justice for rich 
and poor.” He further describes it as 
sounding “a call for sustained effort to 
spread the work of making justice avail- 
able to the poor.” 

“Small cases” and “small claims” are 
the terms employed by the writer in 
preference to, and more accurate than, 
phrases such as “Poor Man’s Court” or 
“Poor Debtor’s Court” or similar terms 
with a “charity” connotation. Actually, 
these courts are not institutions of char- 
ity. They should serve not only the 
poor, but every person who requires the 
service, regardless of his financial stand- 
ing. Every citizen is entitled to this 
service as a matter of right—not of 
grace. 

The first of the small claims courts 
was established in Cleveland in 1913 by 
rules adopted by the Municipal Court.? 
Its jurisdiction was fixed at $50, with 
discretionary power in the clerk to al- 
low the filing of suits up to $100 in 
proper cases. It is significant to note 
that although it was named ‘“Concilia- 
tion Branch,” it was and is actually a 
small claims court. 

On the very same day, March 15, 


1 Reginald Heber Smith and John S. Brad- 
way, Growth of Legal Aid Work in the United 
States, U. S. Dept. of Labor, Bureau of Labor 
Statistics; Bull. No. 607, 1936. 

2Laws and Rules, Municipal Court of 
Cleveland, Revised to Jan. 1, 1936. 


1913, the Legislature of the State of 
Kansas created a system of “small debt- 
ors’ courts.” 3 It appears that this 
name was also a misnomer, since for all 
practical purposes it is really a concili- 
ation tribunal. 

The State of Oregon, by act of its 
Legislature in 1915, created a Small 
Claims Branch in the District Court of 
Multnomah County, at Portland. The 
plan was so successful that two years 
later it was made state-wide in its op- 
eration.* 

In 1916 the Chicago Municipal Court 
had become so impressed with the plan 
that, with commendable initiative and 
without waiting for legislation, it es- 
tablished such a branch by rule of 
court. 

In 1920 the Municipal Court in Phil- 
adelphia likewise invoked its rule-mak- 
ing power to establish a Conciliation, 
Small Claims and Legal Aid Division, 
which has functioned remarkably well, 
in spite of the handicap of a rather in- 
elastic legislative setup. 

The year 1921 witnessed even greater 
progress. Three states took legislative 
action to establish state-wide small 
claims court systems: Massachusetts 
fixed the maximum jurisdiction at $35,5 
California at $50,° and South Dakota 
at $50.” 

The Massachusetts Act and the rules 
adopted thereunder are set out in full 
in the Labor Department report above 
referred to, together with illuminating 
comments on each rule. 

In 1921 the State of Minnesota, hav- 
ing found such courts successful in Min- 


8 Kansas Revised Statutes Annotated (1923) 
Secs. 20-1301 to 20-1312. 

4Oregon Code Annotated (1930) 28-1201. 

5 Massachusetts General Laws (1932) Chap. 
218, Secs. 21 to 25. 

6 California Code of Civil Procedure (1931) 
(Deering) Secs, 927-927q. 

7 South Dakota Session Laws (1921) Chap. 
187; Compiled Laws (1929) Paragraph 
5228-A. 
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neapolis, extended the plan to St. Paul, 
Stillwater, and Duluth.® 

Two years later, in 1923, Iowa passed 
an act authorizing conciliation proce- 
dure.® 

Idaho and Nevada also passed laws 
in 1923 creating state-wide systems of 
small claims courts. Idaho fixed the 
jurisdictional limitation at $501° and 
Nevada at $100.11 These two laws are 
essentially similar to those of California 
and Utah in most of the important fea- 
tures. 

In the ten-year period following, 
seven new states had examined, ap- 
proved, and adopted this procedure in 
some form. Categorically: 

Vermont passed a law essentially the 
same as that of South Dakota, but with 
a $20 jurisdiction (1925).1? 

New Jersey approved legislation em- 
bracing several features of the various 
laws already referred to, and fixed the 
limitation at $50 (1926) .*8 

Connecticut passed a Jaw quite gen- 
eral in its terms, with a $100 limitation 
(1929). 

Rhode Island passed an act with simi- 
lar provisions, creating a jurisdiction of 
$50 (1930). 

Colorado approved a law narrower 
in scope, establishing “Wage Claims 
Courts” for disputes not exceeding $100 
(1931).3° 

8 Minnesota Session Laws (1921) Chap. 317. 

3 Iowa Acts (1923) Chap. 265; Iowa Code 
(1927) Paragraph 10824. 

10Tdaho Code Annotated 
1-1501 to 1~1514. 

11 Nevada Laws (1923) Chap. 149; (1927) 
Chap. 174. 

12 Vermont Public Laws (1933) Secs. 1481 
to 1485; Vermont Laws (1925) No. 43; 
Amended Laws (1927) No. 44. 

13 New Jersey Supplement to Compiled 
Statutes (1925 to 1930) Secs. 61-221a to 
61-2214. 

14 Connecticut General Statutes, Revision of 
1930, Sec, 5360-1929, Chap. 93. 

+5 Rhode Island Public Laws (1930) Chap. 
1596; Amended 1933, Chap. 2022. 

18 Colorado Compiled Laws 


(1932) Secs. 


(Supplement 


Utah provided a $50 jurisdiction pat- 
terned similar to the Jaw in California 
(1933) 27 

The State of New York, acting upon 
the recommendation of its State Com- 
mission on the Administration of Jus- 
tice and on a special message of the 
Governor, passed a law setting up small 
claims branches within the existing mu- 
nicipal courts, to hear cases involving 
$50 or less (1934) 38 

Michigan created a special procedure 
for staying execution pending install- 
ment payment of judgments (1933). 

Though the various plans differ in 
detail, the basic features and purposes 
are the same: to provide a friendly fo- 
rum where the citizen without means, 
or of limited means, may present his 
claim or defense with a minimum of 
confusion, delay, and expense, with or 
without the aid of a lawyer, and with- 
out forbidding court formality; and be 
assured of a prompt decision according 
to law—“a judgment in time to enjoy 
it.” Today we find this plan operating 
successfully in practically every section 
of the country, in the largest and the 
smallest cities, in agricultural as well as 
industrial areas. 


“A NATIONAL PHENOMENON” 


Messrs. Smith and Bradway, authors 
of the Labor Department Bulletin above 
referred to, are eminently correct when 
they say: “This development is more a 
national than a local phenomenon.” 
This plan, which has been so widely ac- 
claimed as one of the most far-reaching 
and effective of modern legal reforms, 
has now in reality been made a “na- 
tional phenomenon” by Act of Congress 
creating a Small Claims Court and Con- 


1932) Paragraph 6229-1; Statutes Annotated 
Chap. 97, Paragraph 271-279. 

17 Utah Laws (1933) Chap. 16. 

18 Laws of New York 1-2, 157th Session 
(1934) Title XI. 

19 Michigan Public Laws (1933) Sec. 18a 
of Act 125. 
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ciliation Branch in the Municipal Court 
of the District of Columbia. 

An effort was made in 1936 to induce 
the judges of the Municipal Court of 
the District of Columbia to invoke their 
broad rule-making powers 7° for the pur- 
pose of establishing a Small Claims and 
Conciliation Branch in that court. 
When the effort failed, it became neces- 
sary to resort to legislation. Identical 
bills were introduced in the Senate and 
the House in March 1937. 

Hearings were first held by the Dis- 
trict of Columbia Committee of the Sen- 
ate, at which the Honorable William H. 
King of Utah presided. Strong opposi- 
tion was asserted on the part of the lo- 
cal bar association, some individual law- 
yers, and certain judges. The bill was, 
however, strongly indorsed by many 
leaders from various legal, labor, and 
civic groups in Washington and else- 
where. The unanimously favorable re- 
port made by Senator King’s Committee 
included this comment: 


The purpose of the bill is to improve the 
administration of justice in small civil cases 
and make the service of the municipal court 
more easily available to all of the people 
whether of large or small means; to sim- 
plify practice and procedure in the com- 
mencement, handling, and trial of such 
cases; to eliminate delay and reduce costs; 
to provide for installment payment of 
judgments; and generally to promote the 
confidence of the public in the courts 
through the provision of a friendly forum 
for disputes, small in amount but impor- 
tant to the parties. It was emphasized be- 
fore the committee that such cases fre- 
quently become tragic in their implications 
if not carefully and speedily determined. 


After favorable action by the United 


20 The Statute gave the court power “. .. to 
make rules of practice, pleading and procedure, 
not inconsistent with law, and to modify and 
change the same from time to time, to insure 
the proper administration of justice.” Munici- 
pal Court Act (1921), Sec. 11 (41 Stat. L. pt. 
1, p. 1310). 


States Senate, the bill was sent to the 
House of Representatives, where hear- 
ings were held before the District of 
Columbia Committee with the Honor- 
able Dan R. McGehee as chairman, and 
on March 5, 1938, the bill was passed 
and sent to President Roosevelt for 
signature. In giving his prompt ap- 
proval to the bill the President said: 


I was pleased to approve the measure. 
It will assist in securing justice for persons 
having small claims who are financially un- 
able to retain counsel. It is also a move 
in the general direction of simplification of 
legal procedure. 


THE SYSTEM IN OPERATION - 


The system established by that Act ** 
has, at the time of this writing, been in 
operation for more than a year, and 
careful records have been kept in con- 
junction with the monthly reports re- 
quired by law to be made by the clerk 
to the United States Attorney-General. 
Having profited by the experience of 
already existing courts, it is not surpris- 
ing that the newest system is in many 
aspects more far-reaching and inclusive 
than those after which it was patterned. 
One of the principal differences is the 
combination of small claims, concilia- 
tion, and arbitration procedure. 

The writer has always been of the 
opinion that small claims procedure and 
conciliation procedure should be em- 
braced in the same tribunal. Both plans 
have their basis in informality; both are 
repugnant to the outmoded technicali- 
ties and subtleties of pleading and pro- 
cedure which have helped to reduce 
trials to the absurdity of a game; and 
the excellent features combined in a 


21 An Act Establishing a small claims and 
conciliation branch in the municipal court of 
the District of Columbia for improving the 
administration of justice in small cases and 
providing assistance to needy litigants, and for 
other purposes. (Public No. 441—75th Con- 
gress) (Chap. 433d Session) (S. 1835) Ap- 
proved March 5, 1938, 


SMALL CLAIMS AND CONCILIATION COURTS 61 


single system are designed not only to 
improve “the administration of justice 
in small cases” but to extend the bene- 
fits of informal procedure to larger cases 
as well, 


FEATURES OF THE NEW SYSTEM 


To meet existing hardships and to 
make the services of the new court truly 
accessible to all wage earners, Congress 
incorporated into the act the following 
principal features: 


1. Exclusive jurisdiction 


It was felt that such a court should 
not be a “plaintiff’s” court any more 
than a court for the defendant, and for 
that reason the jurisdiction was made 
exclusive, with no right on the part of 
plaintiff or defendant to have the case 
filed in or removed to any other tribu- 
nal. The immediate benefit of this pro- 
vision is made apparent by the figures 
for the first year, which show an amaz- 
ing increase in trials afforded defend- 
ants. In the year before the new 
Branch was opened, defendants in this 
same group of cases received only 212 
trials before all of the five judges of 
the Municipal Court. In the first year 
of its operation the new Branch, with 
only one judge sitting at a time, was 
able to dispose of 1,810 contested trials 
—an increase of more than 754 per cent. 
These trials were had without any 
formal pleading, the plaintiff having 
filed a uniform, standardized statement 
of claim, and the defendant having filed 
no pleading of any kind. 


2. Voluntary arbitration and concilia- 
tion procedure 


The benefits of arbitration and con- 
ciliation have been made available, not 
only in cases of $50 or less, but in all 
disputes of whatever character and ir- 
respective of the amount involved. | 

Under the elastic conciliation proce- 
dure, 38 cases not already pending in 


any court were submitted for disposi- 
tion. Almost without exception there 
was immediate response and an effec- 
tive adjustment of the disputes, a great 
many of which involved claims on the 
part of wage earners that their clothing 
and effects were being detained for al- 
leged claims for rent. Under the older 
procedure no remedy was available to 
such claimants except by the filing of 
replevin suits entailing large sums for 
fees to the clerk and the marshal and 
for the cost of bonds. This was elim- 
inated under the new system by the 
payment of the nominal filing fee of 
$1.00, and even that was waived, with- 
out formality, for those unable to pay. 

Included among the cases submitted 
for arbitration was a variety of disputes, 
including a contest over the closed-shop 
issue between the local gas company and 
the union of its 1,200 employees. By 
this method a strike was avoided. 


3. Assistance by the clerk in prepara- 
tion of suit papers 

Plaintiffs are no longer required to 
consult counsel in order to have a small 
claim filed.’ That service has been made 
available to the public, and in 2,350 in- 
stances—more than one in every ten 
cases filed—the clerk prepared and filed 
the suit papers, and in one year inter- 
viewed more than six thousand persons. 

This service is perhaps the most strik- 
ing feature of the new system in its 
practical benefits to the wage earner, for 
it is a special service made available to 
individuals only, and not extended to 
partnerships, corporations, or associa- 
tions. 


4. Short notice period 


Instead of the old three-week period, 
cases are set in from five to fifteen days. 
The usual return day is ten days from 
the day of filing, but in cases of wage 
claims, the minimum return period of 
five days is employed. 
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5. Registered mail service 


Without abandoning service by the 
United States Marshal (the only proc- 
ess-serving agency in the District of 
Columbia), Congress authorized the 
service of process by registered mail. 
This businesslike method of service has 
been employed in almost 19,000 cases, 
and service proved to be 76 per cent 
effective, as against a 52 per cent of 
service accomplished by the Marshal in 
4,135 cases. 

In addition, Congress authorized serv- 
ice by individuals especially appointed 
by the Court, but this method has been 
rarely needed or employed. 


6. Simplified and uniform statement of 
claim 


The form of statement of claim is 
specifically set out in the act. It is in 
no sense a formal pleading. Stilted 
summons language has been abandoned, 
and the defendant is invited to come to 
court, with or without an attorney, and 
state his defense if he has one; and if 
he has no defense, to seek the privilege 
of paying the claim in installments. 


7. Waiver of technicalities and expedit- 
ing trials on return day 


The wage earner, confronted with a 
claim which he deems unjust, need no 
longer contend with a summary-judg- 
ment rule requiring him to set out a 
“good, valid and sufficient” defense in 
writing, and under oath, in order to get 
a trial. He need only come to court, 
state his defense orally, and obtain a 
hearing. In coming to court he has the 
reasonable assurance that his case will 
be disposed of on the return day, for 
dilatory motions and other legal maneu- 
vers are unheard of under the new pro- 
cedure. 


8. Small filing fee and waiver of costs 
The wage earner, whether he be plain- 


tiff or defendant, has no fear of being 
confronted with a staggering bill for 
costs. The fee of $1.00 includes the fil- 
ing, trial, and entry of judgment in the 
case. Even this small fee is waived for 
suitors without funds, without requiring 
them to execute affidavits in forma pau- 
peris. Indeed, the law specifically pro- 
hibits the use of the word “pauper” or 
the term in forma pauperis in the new 
Branch. During the year 410 plaintiffs 
in the wage-earning groups availed 
themselves of this service. 


9. Simple, informal, and speedy proce- 
dure 


By shortening the notice period, pro- 
viding registered mail service, simplify- 
ing the statement of claim, and refusing 
continuances except for illness or for 
settlement purposes, it has been possible 
to carry practically all cases through to 
decision on the return day. 

The trial itself has been greatly sim- 
plified and surrounded with an atmos- 
phere of informality, placing the parties 
at their ease and encouraging them to 
feel safe in the court room, even with- 
out an attorney. 

As a matter of fact, hundreds of cases 
never reach the trial stage, for the law. 
requires the trial judge to “make an 
earnest effort to settle the controversy 
by conciliation.” That this method has 
been successful is attested by the fact 
that 261 cases were conciliated without 
a trial, beside 1,434 cases which were 
settled and voluntarily dismissed by the 
plaintiff before trial. 

The trial itself is a simple, informal 
hearing, and is made so by the act, 
which provides: 


The parties and witnesses shall be sworn. 
The judge shall conduct the trial in such 
manner as to do substantial justice between 
the parties according to the rules of sub- 
stantive law, and shall not be bound by the 
statutory provisions or rules of practice, 
procedure, pleading, or evidence, except 
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such provisions relating to privileged com- 
munications. 


10. Installment payment of judgments 


Most significant of the efforts to make 
the court system conform to the indi- 
vidual needs and earnings of a defend- 
ant is the privilege made available to 
him to pay off the claim in installments 
based upon his individual financial ca- 
pacity. In one,year 2,184 defendants 
received the benefits of this privilege, 
and in only 18 per cent of these cases 
did it become necessary to vacate the 
stay of execution for failure of the de- 
fendant to keep up payments. 


11. Supplementary examination of de- 
fendants in wage-claim cases 


When a wage earner sues for his pay, 
he has, under the present system, the 
advantage of a return day as early as 
five days, lowered cost, preparation of 
his claim by the clerk, and registered 
mail service. He has the further ad- 
vantage of knowing that installment 
payments are not permitted on judg- 
ments in favor of the wage earner, and 
that the defendant who fails or refuses 
to pay such a judgment may be brought 
to court for regular examination under 
oath concerning his financial status and 
his reasons for failure to pay the wage 
earner. It is not surprising that with 
these protective measures provided for 
the salaried worker, there have been few 
instances where he has failed to collect 
his pay. 


12. Night sessions 


Having in mind, however, that the 
loss of even one day may prove costly 
and even tragic to the wage earner, the 
law has provided that there be at least 
one night session during each week, and 
such sessions have been attended by 
great success and have been cheerfully 
welcomed by persons unable to attend 
daytime sessions, 


13. Jury trials 


It will be easily understood that a 
system attended by many jury trials in 
small claims would soon fall of its own 
weight. For that reason, it is provided 
that while the right to a jury trial is 
preserved and either party may obtain 
such a trial by filing a written demand, 
such demand must be accompanied by 
a fee of $10. This has resulted in but 
ten jury demands out of over twenty 
thousand cases, and of those demand- 
ed, only three actual jury trials re- 
sulted. 


14. Appeals 


Under the previously existing munici- 
pal court system, cases were appealable 
only by a petition for a writ of error, 
addressed to the United States Court 
of Appeals for the District of Columbia. 
The same procedure was adopted for 
the Small Claims Branch. There were 
eleven applications for writ of error, of 
which only one was granted, and that 
one has since been dismissed. 


CoNCLUSION 


It is not surprising that, with the safe- 
guards Congress so carefully wrote into 
the new law for the protection of the 
wage-earning and lower income groups, 
the system has been such an outstand- 
ing success. It has been widely ac- 
claimed, even by many who opposed it 
in the beginning. It is encouraging to 
know that the citizens of the District 
of Columbia have this new type of judi- 
cial service at their disposal. It is even 
more encouraging to know that it has 
given so fine an impetus to the workers 
in this field of socio-legal endeavor in 
other parts of the country. 

In a number of states movements 
have already been started to establish 
such courts, and we have witnessed an 
intensely renewed interest in the sub- 
ject, as shown by inquiries from as far 
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away as Hawaii, Puerto Rico, and the 
Philippines. 

In the state of Maryland, under the 
spirited leadership of its new Governor, 
the Peoples Court of Baltimore City has 
been completely reorganized by legis- 
lative fiat, adopting the principal fea- 
tures of small claims procedure as above 
described. The new judges took office 
on May 1, 1939, and are awaiting action 
(which is almost certain to be favor- 
able) on a constitutional amendment to 
effectuate fully the reorganization. It 
is likewise proposed to extend the sys- 
tem throughout the counties of that 
state. 

This is highly encouraging evidence 
of what can be accomplished under in- 
telligent leadership, and gives promise 
of similar success in other localities. It 
undoubtedly means that this type of 
court will ultimately be established in 
every jurisdiction. Lawyers will sup- 
port the movement because they will 
feel that they owe such support as a 
matter of social and professional duty. 
Judges will support it because, however 
devoted they may feel to the old system, 
they will soon acquire faith in the newer 
and better one. 


It is a foregone conclusion that the 
general public will be quick to support 
it, because the average man will like 
the easy approach, the low cost, the 
friendly atmosphere, the businesslike 
system, and the freedom from dreaded 
technicalities. The average man will 
now be able to go to court without be- 
ing gripped by confusion and fear, and 
will be free of the feeling that he is lost 
without money or a lawyer to lean upon. 
The average man will easily understand 
it, and will be thankful that hete, at 
last, is a court whose function is to serve 
rather than to be served. 

Dr. Herbert Harley, secretary of the 
American Judicature Society, an early 
leader in this field of work, was obvi- 
ously correct when he said, almost 
twenty years ago: 


These new courts represent the only 
really new and promising advance in the 
administration of justice in this country in 
seventy years. They are the laboratories 
in which the new procedure is being 
evolved. On them depends the future o 
our jurisprudence.*? ê 


2245, Journal of the American Judicature 
Society, Dec. 1920. 
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Adapting Legal Aid to Social Change in Cincinnati 


By Grorce H. SILVERMAN 


ETROPOLITAN areas, with their 
heterogeneous populations strug- 
gling for existence, present a fertile field 
for a study of the way in which a legal 
aid society adjusts its structure to care 
for the ever changing demands made 
upon it by the public. These demands, 
affected by social and economic condi- 
tions in the community, are evidenced 
by the quantity and the quality of ap- 
plications for legal aid. A static or- 
ganization which did not respond would 
shortly find itself less and less in touch 
with conditions and would eventually be 
discarded as useless. 

The structure of the Legal Aid Soci- 
ety of Cincinnati has undergone modi- 
fications in response to an increasing 
case load and to the need for specializa- 
tion. The present paper discusses these 
two trends, 


READJUSTMENTS REQUIRED BY IN- 
cCREASING CASE LOAD 


The progress occasioned by the in- 
creasing case load is divided into three 
periods: original organization and ex- 
perimentation; normal growth; and ma- 
turity. 

In 1907 several socially minded citi- 
zens, including two attorneys, Frank E. 
Burnett and E. M. Conant, became con- 
scious of the presence of a number of 
poor persons whose legal needs were not 
met by the existing agencies. It was 
agreed that organized legal aid service 
was necessary. So in 1908 the Legal 
Aid Society of Cincinnati, Ohio, was in- 
corporated with the following purpose 
clause: 


This Society is formed for the purpose 
of securing justice for and to protect the 
rights of the needy, to promote measures 
for their assistance and to employ attorneys 
to further those purposes. 
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The first problem was the collection 
of funds for operating expenses. The 
members of the Board of Directors gave 
attention to this matter and succeeded 
in interesting some philanthropic indi- 
viduals in subscribing to the movement; 
but the money collected did not permit 
the establishment of permanent head- 
quarters with full-time attorneys on a 
salary. As a temporary measure, sev- 
eral lawyers, among them Frank E. 
Burnett, E. M. Conant, and Benton S. 
Oppenheimer, agreed to handle the work 
from. their private offices until the or- 
ganization could be firmly established. 
In this manner the society functioned 
until 1912. Table 1 gives the available 
data for the period. 


TABLE 1 
No. of Cost of 
Year Cases Operation 
1908......... 444 $112.00 
1909......... 229 No record 
1910......... No record No record 
1911 aia. No record No record 


During 1911 it became increasingly 
obvious that a centralized office with 
definite office hours and a permanent 
staff was essential to render the neces- 
sary service. It was agreed that funds 
should be raised and a part-time at- 
torney employed. The plan was put 
into effect and the office opened in April 
1912. Much publicity attended the 
project, and 805 people applied for aid 
during the first nine months of opera- 
tion. 

The office was not elaborate. It con- 
sisted of one room adjacent to a 
blueprint shop. The equipment con- 
sisted of two desks, a typewriter, ten 
chairs, a copy of the Code, and a filing 
cabinet, all secondhand and donated by 
members of the Board. 
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The staff was limited to the attorney 
and a stenographer. Board meetings 
were held monthly and the attorney was 
accustomed to report the more interest- 
ing and complicated matters at these 
sessions. Discussion would follow, and 
out of it came in time a set of policies 
tested and tried. 

During this period the Board was 
composed of A. O. Elzner, an architect; 
John M. Winslow, a retired lawyer; 
Benton S. Oppenheimer and Frank E. 
Burnett, both practicing attorneys; J.O. 
White, a social worker; and Lester 
Rothschild, a merchant. 

The problem of finances recurred 
regularly. Interested lawyers and indi- 
viduals continued to make contribu- 
tions, but the amount was small and un- 
certain. In 1915 the Community Chest 
was formed and the Society became a 
participating member. It also showed 
its interest in public affairs by affiliation 
with the Council of Social Agencies. 
These moves gave greater stability to 
the income, though the amount received 
was still modest. The war brought an 
increase in certain types of cases, but 
the structure remained fundamentally 


TABLE 2 
No. of Cases Cost of 
Year Accepted Operation 
1912 (9 mos.)...... 805 $ 950.00 
LOTS oie teks Hee see 1,182 1,020.00 
LIlA aks Ove eects 1,209 1,270.00 
a SeN E AEEA EEEE 1,330 1,580.00 
1916 es cee setae 1,582 1,830.24 
VOLT So kikre 1,762 2,051.19 
TOTS E E E 1,446 2,006.33 
1919 PEE AEE 1,350 2,088.35 
1920 ATRE EER 1,262 2,753.91 
aE A ES TES 1,206 2,802.30 
1928 see OE eia 1,105 2,806.75 
1923 sich vine ae oa 1,004 3,190.55 
iE P hoe tds intern ho 8S) 1,443 3,883.99 
aKo PAETE dese 1,913 3,960.22 
1926, iios ii resau 1,570 3,653.93 


the same until 1927. Table 2 gives the 
record of work done during this period. 
In 1926 a new member of the Board, 


, 





Walter A. Knight, Esq., now deceased, 
who was a patent lawyer, became inter- 
ested in the work. He had many of the 
characteristics of the late Arthur von 
Briesen, the first great leader of the 
legal aid movement and President of 
the New York Legal Aid Society from 
1890 to 1914. Mr. Knight possessed a 
keen sense of the need for social justice 
and willingly devoted much time to 
studying the Society in comparison with 
the work done in other cities by similar 
agencies. He came to the conclusion 
that the Society was not filling the com- 
plete legal aid need in the metropolitan 
community. To start the process of re- 
organization, the Secretary of the Na- 
tional Association of Legal Aid Organ- 
izations was invited to make a survey. 
At its completion, the Board decided to 
expand the work and to move its offices 
to the Community Chest Building, so as 
to be in closer touch with the social serv- 
ice agencies. 

'The new offices consisted of a waiting 
room, stenographers’ and filing room, 
bookkeeper’s room, four interviewing 








TABLE 3 

Y No. of Cases| Cost of Cost per 

ear | Accepted | Operation Case 
1927 2,689 $6,752.56 $2.88 
1928 3,380 8,513.81 2.57 
1929 4,769 9,750.19 2.04 
1930 5,331 12,164.25 2.28 
1931 5,303 11,230.86 2.11 
1932 5,695 10,672.45 1.87 
1933 5,867 10,122.16 1.72 
1934 | 5,915 8,684.21 1.47 
1935 5,294 9,165.74 1.73 
1936 5,358 9,117.76 1.70 
1937 5,949 9,307.56 1.56 
1938 | 6,576 1.41 


9,289.53 


rooms, and Chief Counsel’s room and 
library. The enlarged staff was com- 
posed of four attorneys and three ste- 
nographers and clerks. The Board was 
reorganized with twenty-one members. 
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Its composition became a matter of im- 
portance. At present it includes four 
lawyers, one law teacher, three ex- 
judges, two merchants, four social work- 
ers, and two bankers. This diversity of 
background helps to insure reaching all 
sections of the community, and secures 
a wide reach in expressions of opinion. 
This is the present system. Table 3 
shows the figures during this period of 
maturity. 


READJUSTMENTS REQUIRED BY VARI- 
ETIES OF CASES 


The activities of the loan shark were 
the first to attract the attention of the 
organization in the years prior to 1912. 
Cases involving extortionate interest 
rates were brought to the attention of 
the Board. It was clear that the law 
did not provide adequate protection for 
the victims of this nefarious racket and 
that the public at large was not suffi- 
ciently cognizant of the aid which the 
Society was prepared to render. The 
instances of usurious oppression and the 
interest of the Society in the subject in- 
creased. Illustrations from the files of 
the Society were used in persuading the 
legislature in 1913 to pass Ohio’s first 
remedial loan legislation. This re- 
stricted the interest rate to 18 per cent 
per annum on small loans, but it lacked 
enforcement strength. 

In 1918 a law patterned upon the 
Uniform Small Loan Law was enacted. 
The effect of this act was miraculous. 
An exodus of loan sharks from the 
money lending field left this business in 
the hands of loan companies complying 
with the law, and considerably eased the 
Society’s intake. Upon several occa- 
sions afterward, there appeared on the 
scene the same type of loan shark, re- 
sourceful with various schemes to cir- 
cumvent the law. It did not take long 
to discover their activities or to put a 
stop to them. Today there is no such 
thing in Ohio as a loan shark. 


When the attorney took charge of the 
offices in 1912, he found that many cases 
involved installment contract disputes. 
In some instances the complaints were 
without merit. In other cases, clients 
were justified in their claims. The at- 
torney realized the utter futility of an- 
tagonizing installment merchants. He 
felt that much more could be accom- 
plished through cultivating their good 
will and developing a spirit of co-opera- 
tion, and to this end personal visits were 
made to the credit managers to explain 
the Society’s policy. It was conceded 
that very few instances existed where a 
satisfactory adjustment was impossible. 
After many years of giving and taking, 
on both sides, today there exists a very 
satisfactory situation in this respect. 
However, there are specific instances 
where it becomes necessary to assert 
the client’s rights, and after the attor- 
neys and the opponents have cooled 
their heads, the former pleasant rela- 
tionship returns, and so on indefinitely. 

Laws regulating pawnbrokers’ charges 
were enacted. The law of wage assign- 
ments was amended so that only a per- 
centage of a man’s salary could be as- 
signed, and if married, provision was 
made necessitating the wife’s signature. 
Justice-of-the-peace courts in municipal- 
ities were abolished and replaced by mu- 
nicipal courts. A Juvenile and Domes- 
tic Relations Court was created. 

During the World War the office was 
kept busy furnishing exemption affi- 
davits, support claims, questionnaires, 
applications for compensation, and the 
numerous kindred problems of relation- 
ship between the individual and the 
Government. After the war this type of 
applications gradually declined in im- 
portance. 


VOLUME AND TYPES or WORK 


Today, using the report of the Civil 
Division for 1938, it is possible to re- 


‘cord the need for legal aid work in Cin- 
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cinnati and the manner in which the 
staff of the Society spends its time. 

Rejected cases 804. The rejection of 
cases generally is occasioned by the be- 
lief that the client is in financial posi- 
tion to retain private counsel. This is 
mostly based upon income, number of 
dependents, amount of debts, and 
amount of money involved. Sometimes 
cases are rejected because of want of 
jurisdiction. 

Accepted cases 7,380. In this cate- 
gory are included approximately forty- 
five various types of legal service. 

Wage claims 637. Wage claims usu- 
ally present very difficult problems. 
Primarily, oftentimes there are discrep- 
ancies between the stories of the claim- 
ants and the adverse parties. This is 
true especially in cases of employment 
of laborers by itinerant contractors, who 
are financially irresponsible and judg- 
ment-proof. In most instances it be- 
comes necessary to resort to filing 
mechanics’ liens. While this method 
ordinarily produces results, there are 
cases where it has failed to materialize 
with sufficient funds to pay the lien. A 
vast amount of work accompanies the 
filing: of each lien, necessitating search 
for proper legal description of the prem- 
ises, legal notices, and finally, proceed- 
ings to marshal liens. 

Then again there is the case of the 
honest but financially embarrassed em- 
ployer whose foresight did not foretell 
his inability to pay for “just hire.” He 
pleads for time, and the client demands 
his legal rights. Careful handling is 
necessary here. Oftentimes pressure 
produces the money, but sometimes it 
merely results in disaster to both par- 
ties. 

In domestic service claims also we 
have a perplexing problem. The ac- 
quired right of one female to super- 
intend the activities of another in servile 
duties frequently results in ah unpleas- 
ant misunderstanding. Too often equi- 


Tue ANNALS oF THE AMERICAN ACADEMY 


ties appear to be equal, with neither side 
scoring. Unquestionably both parties 
are right in their contentions and de- 
mands for justice. The pecuniary dif- 
ference involved is quite small and in- 
consequential, but both insist upon pros- 
ecution and defense of their inalienable 
right to fight for “the principal of the 
thing.” To bring about an amicable ad- 
justment without litigation, the pa- 
tience, the tact, and the resourcefulness 
of the attorney are put to the supreme 
test. ; 

Domestic relations 529. This number 
is very imposing. It covers all phases 
of domestic difficulties—the differences 
between husband and wife, the disputes 
between parent and child, and the dis- 
turbances of the in-laws. Separations, 
abandonments, alimony claims, property 
rights, custody of children, and un- 
classified domestic grievances, all re- 
quire considerable of the attorney’s at- 
tention. The general rule is to reject 
applications for divorce. This rule is 
based on the theory that a divorce is 
usually not a necessity, and savors 
more of a luxury. However, there are 
instances where a social problem is in- 
volved and the social agency deems di- 
vorce the only means to satisfactory re- 
habilitation of the family. Upon proper 
recommendation from a social agency 
such cases are made an exception to the 
rule, and in 1938 four divorce proceed- 
ings were accepted. 

Insurance claims 353. Claims for in- 
dustrial insurance, i.e., weekly premium 
payment insurance, both life and health 
and accident, are included in this num- 
ber. Because companies writing this 
type of insurance do not require medi- 
cal examinations and rely upon the 
statement of the applicant for their pre- 
liminary medical information, numerous 
disputes arise when claims are filed. 
Refusals of payment or benefits are 
based upon false medical statements, 
lapse of policy due to failure to pay 
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ptemiums, illness not covered by the 
policy, denial of illness, noncompliance 
with terms of the policy, and so forth. 
Experience shows that about 90 per cent 
of such complaints are filed by colored 
people. This is probably due to the 
fact that they are more susceptible to 
the sales talk of the ‘agent. In most 
instances there is no dissatisfaction with 
the provisions of the policy in respect 
to the amount of benefits due and pay- 
able. The main contention is that the 
claim is not covered by the policy. 

Too frequently it has been necessary 
to institute legal proceedings to enforce 
collection of just claims disputed by 
companies. Generally, though, amica- 
ble settlements are made in the office. 
Summing up the insurance situation, it 
is found that the insurance companies 
are engaged in a business where, unless 
they are alert to the occasion, many 
frauds may be perpetrated. Quite often 
attorneys have been forced to agree that 
the client’s claim is unfounded either in 
Jaw or in equity. 

Wage attachments 284. Every one 
of this number required hard work on 
the part of the attorneys. Each case 
presented a pitiful situation. No sadder 
words of tongue or pen, than for a client 
to say, “Mister, my wages have been 
tied up.” 

Under the Ohio law a married man 
has a wage exemption of $60 per month. 
No distinction is made as to the num- 
ber of dependents. It puts in the same 
exemption class the man without child 
and the man with six children. It is 


with the client of the latter class that ’ 


we have most dealings. He will have no 
money to support his family until the 
case is heard in court, perhaps a lapse 
of a week. Attorneys cannot “stand 
by” passively and permit this situation. 
Telephone calls, personal visits to op- 
posing attorneys, promises of co-opera- 
tion in collecting the judgment, and 
oftentimes appeal to the sympathies of 


the creditor or his attorney have usually 
resulted in satisfactory temporary ad- 
justment. One knows not what tran- 
spires in other pastures, but let it be 
said that the attorneys of Cincinnati, 
as a whole, are exceptionally co-opera- 
tive, and have given the Legal Aid staff 
great assistance in the solution of these 
matters. 

Installment contracts 818. Without 
commenting upon the merits or the evils 
of this type of merchandising, let it be 
an accepted truth that a vast majority 
of the Legal Aid clientele is within the 
“habitual instaliment purchaser” class. 
Most of the grievances are occasioned 
through misconceptions on the part of 
the purchaser, and in other instances 
through inability to comply with the 
contractural terms. However, there 
have been instances of unethical busi- 
ness practices that called for drastic 
action. 

Old-age pensions 121. Matters re- 
lating to this type, while not difficult to 
handle, nevertheless required consider- 
able routine and effort. They involve 
legal questions and presentation of doc- 
umentary proofs of eligibility of the cli- 
ent. Considerable help has been ren- 
dered to these clients in presenting the 
proper documentary evidence to enable 
them to secure their pensions. 


READJUSTMENTS IN THE STAFF 


The work began with a group of vol- 
unteer attorneys; then came a single 
paid lawyer; finally a staff. Three de- 


tails of the composition of that staff de- 


serve special notice: the members who 
specialize in criminal work; the legal 
aid clinic; and the volunteer lawyers. 
Criminal cases. In 1927 Mr. Knight 
endeavored to provide a Public De- 
fender in Police Court, and when his 
efforts to create this service through mu- 
nicipal funds failed, he succeeded in 
securing from the Chest funds to em- 
ploy a Voluntary Defender to be paid 
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out of the Legal Aid budget. Under the 
“Ohio law an indigent prisoner is pro- 
vided with paid counsel in felony mat- 
ters but not in misdemeanor cases. The 
Legal Aid Voluntary Defender furnishes 
this service in Police Court now. 

The expense of this unique phase of 
the work is insignificant compared to 
the good accomplished. The Voluntary 
Defender is able to present at trial facts 
that a court should know in order prop- 
erly to dispense justice. The inability 
of a poor prisoner to conduct his defense 
without benefit of counsel unquestion- 
ably reacts to his detriment. The Vol- 
untary Defender prepares the defense 
and subpoenas witnesses, so that any 
extenuating circumstances may be di- 
rected to the court’s judgment. No 
worthy applicant is rejected, and in in- 
stances where the prisoner admits his 
guilt, he is advised regarding his rights 
under the law. 














TABLE 4 
No. of Cost of Cost per 

Year Cases Operation Case 
1928 $ 401.08 

1929 k 2,500.78 

1930 1,734 1,533.00 $0.88 
1931 2,693 1,500.00 0.55 
1932 2,023 1,550.20 0.76 
1933 1,664 1,500.00 0.90 
1934| 1,402 1,500.00 1.07 
1935 1,358 1,500.00 1.10 
1936 1,182 1,500.00 1.27 
1937 1,343 1,500.00 1.12 
1938 | 1,262 1,500.00 1.19 


Because of the peculiar nature of this 
type of service, many problems arise 
relating to the question of policy. Up 
to the present time no serious difficulties 
have been encountered, nor are any an- 
ticipated. However, the activity in its 
inception did not have the approval of 
some of the city officials. It was con- 
tended that judges were honest, sincere, 
and conscientious, and that regardless of 


whether the prisoner appeared with or 
without counsel, he would be given a 
fair trial. All of this was conceded, but 
it was maintained that oftentimes the 
prisoner was unable, through fright or 
confusion, to bring his defense to a 
proper plane. 

The Voluntary Defender’s record of 
cases is shown in Table 4. 

In the first few years the personnel 
changed three times. The present de- 
fender has served since 1930. As the 
work progressed numerous problems of 
policy were presented to the Board. 
After a time these questions were an- 
swered, and now the routine seems well 
established. 

The Legal Aid Clinic. Mr. Knight 
realized the need for more Jawyers in- 
formed about the work of the Society. 
To that end he created a legal aid clinic 
in which students at the Law School of 
the University of Cincinnati might par- 
ticipate. The first clinic class was or- 
ganized in 1927, but quickly dissolved 
because of lack of students. Nothing 
daunted, the Board established the “le- 
gal interne” system. Under this plan 
two assistant attorneys were appren- 
ticed for a period of one year at an 
annual salary of $1000. It was soon 
discovered that the Society could not 
function efficiently with an inexperi- 
enced staff, and several years later the 
scheme was abandoned. The members 
of the staff at work in 1938 were all 
experienced; they had acquired a thor- 
ough knowledge of the laws relating to 
cases peculiar to this type of work; it 
was not necessary for them to do as 
much research work as in past years; 
they were all well trained in both the 
legal aspects of the case and the prac- 
tical manner of handling individuals and 
cases. 

The Society still maintains its clinic. 
Each year a class composed of senior 
law students devotes ninety hours work 
in the office. The average class for the 
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past ten years has numbered fifteen 
members. The value of this experience 
has never been doubted. Many young 
Cincinnati lawyers have on their office 
walls a certificate attesting their work 
at the Legal Aid Clinic. 

The bar has at all times been recon- 
ciled to the need of a Legal Aid Society. 
The Cincinnati Bar Association and the 
Lawyers’ Club have a committee on le- 
gal aid. Upon occasions where there 
was need for additional funds the Asso- 
ciation has been liberal. Three gifts of 
five hundred dollars each have been 
made in past years. Many of the Board 
members have been past presidents of 
the Bar Association. To have the ap- 
proval of the bar gives to the Legal Aid 
Society a sense of security, with the 
added gratification that its work is in- 
dorsed both morally and financially. 

Volunteer attorneys have played an 
important part in assimilating the in- 
crement. These have usually been for- 
mer members of the clinic, who, though 
they had entered the practice of the law, 
nevertheless found time to make some 
contribution to a worthy cause. 

In the past ten years we have had 


about twenty-five volunteers, and while 
their services were only part time, still 
the lift was quite evident. The person- 
nel of this group changed yearly as their 
personal exigencies increased. 

The good will acquired by any organ- 
ization is one of its most reliable assets. 
Once established, it must be guarded 
zealously. Without it, the basic pur- 
pose of the organization will fail. Rela- 
tions with the public must be main- 
tained at the highest standard. The 
creation of good will is not accomplished 
overnight. Only many years of honest 
and conscientious activity in the com- 
munity can produce this estate. There- 
fore, if the volume of previously served 
clients reached 37 per cent, it may be 
considered that the good will was main- 
tained in reality. 


CONCLUSION 


Here is a picture of a legal aid society 
in a large city growing in response to 
increasing needs, adjusting to new types 
of problems, keeping abreast of the 
times. If the time ever comes when this 
elasticity is lost, the legal aid movement 
will stagnate. 


George H. Silverman is chief counsel of the Legal 


Aid Society of Cincinnati. 


He has been the attorney 


in charge since 1912, when the organization established 


permanent headquarters. 


In addition to his regular 


duties in supervising the work of the Society, he has 
been the Active Director and Lecturer of the Legal 
Clinic Classes for the past fifteen years. 


Legal Aid as Part of a Community Program 


By MARGUERITE RAEDER GARIEPY 


HE Legal Aid Bureau of Chicago 

has existed in its present form since 
September 1919. In 1886 the first or- 
ganized legal aid work was begun in 
Chicago by the formation of:the Pro- 
tective Agency for Women and Chil- 
dren. A little later, in 1888, the Bureau 
of Justice was established, the main ob- 
ject of which was to furnish legal serv- 
ices to persons, regardless of nationality, 
race, or sex, who could not afford to 
engage private counsel. In 1905 these 
two organizations united to form the 
Chicago Legal Aid Society, which soci- 
ety continued as a separate agency until 
September 1919. At that time, mainly 
for financial reasons, the Chicago Legal 
Aid Society became a department of the 
United Charities of Chicago and has 
since been known as the Legal Aid Bu- 
reau of the United Charities of Chi- 
cago? 

The number of cases handled by the 
Legal Aid Bureau increased from 6,550 
new cases in 1919 to 29,731 in 1932. 
During that year of the depression the 
Bureau was forced to handle approxi- 
mately 50 per cent more cases on the 
same budget and with the same staff as 
in normal years. It fared better, how- 
ever, than many social agencies, which 
found themselves obliged to operate on 
a much reduced budget with a greatly 
increased amount of work. The Bureau 
was fortunate also in having the assist- 
ance of a considerable number of at- 
torneys recently admitted to practice, 
who volunteered their services for full 
time at the Bureau. This enabled each 
attorney on the regular staff to have 


1 For a more complete account of the work 
of these agencies up to the year 1926 see the 
writer’s article “The Legal Aid Bureau of the 
United Charities of Chicago,’ Tae ANNALS, 
Vol, CXXIV, March 1926, pp. 33 ff. 
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one or more volunteer assistants who 
worked under his direction. Thus it 
was possible for the attorneys to handle 
the very heavy case load with little 
change in the quality of the legal serv- 
ices rendered the clients. 

After 1932 the number of cases de- 
creased each year up to 1937, when 
16,077 new cases were handled. In 
1938 the number of cases mounted to 
17,253. 

The early years of the Legal Aid Bu- 
reau saw the beginning of active co- 
operation between the Chicago Bar 
Association, through its Legal Aid Com- 
mittee appointed in 1922, and the Legal 
Aid Bureau, and a gradual increase in 
the assistance, both financial and ad- 
visory, given to the Bureau by the Chi- 
cago Bar Association. Those years also 
marked the beginning of a close rela- 
tionship with the Family Service Bureau 
of the United Charities, and the first 
attempts to work out techniques 
whereby the Legal Aid lawyer and the 
Family Service social worker could co- 
ordinate their services to the advantage 
of the clients of both branches of the 
agency. Somewhat later, in 1931, when 
the public relief agencies began to play 
an important part in the social situation, 
there was developed a close contact with 
those agencies. 5 

During the first year of the Legal Aid 
Bureau the course in legal clinic was 
started at Northwestern University Law 
School. This is a required course with 
certain exceptions, and the students are 
assigned to the Legal Aid Bureau for 
their work., A former attorney of the 
Bureau, now a member of the faculty 
of the Law School, supervises the work 
of the students at the Bureau.’ 


2See John H. Wigmore, “The Legal Clinic: 
What It Does for the Law Student,” Tar An- 
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RELATIONS WITH THE BAR 


A somewhat detailed account of the 
relationship between the Legal Aid Bu- 
eau and the Chicago Bar Association 
may be of interest and give some sug- 
gestions to others in the legal aid field 
who are anxious to secure the co-opera- 
tion of the organized bar.’ 


Financial support 


In 1922, at the suggestion of the Le- 
gal Aid Bureau, the Chicago Bar Asso- 
ciation appointed a special committee 
on legal aid consisting of seven .mem- 
bers, whose duties, as set up in a memo- 
randum, were “to sit with the Legal Aid 
Committee of the directors of the 
United Charities,” at which meetings 
they were to have the same power to 
vote on all questions as the directors of 
the United Charities, subject to the ap- 
proval of the Board of.Directors of the 
United Charities on questions involving 
the policies of the organization, and “to 
solicit funds from members of the Chi- 
cago Bar Association for the payment of 
salaries of the attorneys of the Legal 
Aid Bureau and of one law clerk and 
one stenographer.” The directors of the 
United Charities agreed not to appeal 
for funds for the Legal Aid. Bureau to 
any lawyers who contributed to the Chi- 
cago Bar Association fund. 

The Legal Aid Committee of the Chi- 
cago Bar Association raised for the Le- 
gal Aid Bureau from $10,000 to $16,000 
each year up to 1931. Thereafter, with 
the beginning of the Community Fund 
in Chicago, the Bar Association ceased 
its annual solicitation of lawyers for 
funds for the Bureau. However, the 
Legal Aid Committee of the Bar Associ- 


wats, Vol. CXXIV, March 1926, p. 130; also 
Esther Lucile Brown, Lawyers and the Pro- 
motion of Justice (New York, 1938), pp. 
101-3, 

3 See John S. Bradway, Work of Legal Aid 
Committees of Bar Associations, 1938, pp. 
131 ff. 





ation has from time to time joined with 
the United Charities in sending out 
written appeals to lawyers for contribu- 
tions to the work of the Bureau, and 
the members of the committee at one 
time sent out personal appeals to law- 
yers of their acquaintance. 


Formulation of policies 


In addition to the unusually generous 
financial support given by the Bar As- 
sociation to the Legal Aid Bureau, the 
Legal Aid Committee of the Chicago 
Bar Association has assisted the Legal 
Aid Committee of the Board of Direc- 
tors of the United Charities in formulat- 
ing the policies of the Bureau. Shortly 
after the establishment of the Bar As- 
sociation Committee the practice was 
started of having joint meetings of that 
committee and the Legal Aid Commit- 
tee of the Board of Directors of the 
United Charities, as provided for in the 
memorandum referred to above; and at 
a considerably later date, in March 
1935, a committee from the Northwest- 
ern University Law School representing 
the interest of the legal aid clinic op- 
erated by the Law School and the Legal 
Aid Bureau, met with the other com- 
mittees. 

These meetings are attended by the 
Superintendent of the United Charities 
and the Senior Attorney of the Legal 
Aid Bureau, and occasionally by other 
members of the staff. Reports are given 
to the committee on the work of the Bu- 
reau, and there are also presented to the 
joint committees, in order to secure their 
advice and assistance, various problems 
that have arisen in connection with the 
handling of legal aid cases, or other top- 
ics of interest to the Legal Aid Bureau 
in which it is felt that the committee 
might be helpful. 

Some of the subjects brought up at 
the meetings follow. The matter of 
charging a registration fee of 25 cents 
was presented to the joint committee for 
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its approval before its adoption by the 
Bureau. The committee considered the 
subject of a list of attorneys to whom 
cases are referred when applicants can 
afford to pay a fee. The questions were 
brought up as to what the Legal Aid 
policy should be in bringing suit and 
providing court costs in forcible entry 
and detainer cases for clients who have 
heavily encumbered property and prac- 
tically no income, or who are on relief; 
also what the policy should be as to 
suing for the recovery of luxuries such 
as jewels or radios, or for damages to 
the clients’ automobiles. What to do 
about commercial organizations which 
use the words “legal aid” in their title 
was considered at one meeting. Whether 
the Legal Aid Bureau should ask an 
order for attorney’s fees in divorce 
cases, judgment by confession, and wage 
claim cases came up for discussion; also 
the question as to whether the Legal Aid 
Bureau should give reports to other so- 
cial agencies on the standing of various 
attorneys when requested by the agen- 
cies. There was a discussion of criti- 
cisms made by the students of the legal 
clinic course to the effect that the Legal 
Aid Bureau sometimes handled too triv- 
ial matters. Certain objectionable prac- 
tices prevailing before the Industrial 
Commission were corrected through the 
efforts of the committee in conjunction 
with the Bar Association Committee on 
the Industrial Board. Likewise, the 
committee took an active part in the 
Bureau’s campaign against the salary 
purchasers—a species of loan shark. 
Various legislative bills in which the 
Legal Aid Bureau was interested were 
presented to the committee; for exam- 
ple, the wage assignment bill which the 
Bureau had worked on and was anxious 
to have passed. In this instance the 
Legal Aid Committee decided that the 
Board of Managers of the Chicago Bar 
Association should be asked to indorse 
the bill and urge the Governor to sign 


it. Other bills included one allowing 
the appearance of the defendant to be 
filed as a poor person, a bill providing 
for the collection of wages under a cer- 
tain amount by the Department of La- 
bor, and a proposed bill to amend the 
garnishment law. 

Three meetings during the past year 
were devoted to the discussion of the 
statement of policies which had been 
prepared by the staff of the Legal Aid 
Bureau and approved by the Legal Aid 
Committee of the Board of Directors of 
the United Charities. Changes were 
suggested by the members of the Chi- 
cago Bar Association Legal Aid Com- 
mittee, and when the statement was 
finally approved by the joint committee 
it was submitted by the Legal Aid Com- 
mittee of the Bar Association to the 
Board of Managers of the Bar Associa- 
tion and their approval was secured. 
The statement of policies was printed in 
the Chicago Bar Association Record, 
which goes to all members, with this 
introductory note: 


The following statement of its policies 
was prepared by the Legal Aid Bureau of 
the United Charities of Chicago as an an- 
swer to questions which have been asked 
from time to time concerning the rules gov- 
erning the acceptance and refusals of cases, 
which statement has been approved by the 
Board of Managers upon recommendation 
of the Legal Aid Committee of the Chicago 
Bar Association.* 


RELATIONS WITH SOCIAL AGENCIES 


In addition to preserving a close con- 
tact with the bar through the Legal Aid 
Committee of the Chicago Bar Associa- 
tion, the Legal Aid Bureau has always 
sought to keep a close relationship with 
the Family Service Branch of the 
United Charities and with other social 
agencies. The workers in all social 
agencies are encouraged to seek legal 


4See Chicago Bar Association Record, Vol. 
XX, No. 1 (Nov. 1938), p. 11. 


LEGAL Arp AS Part OF A COMMUNITY PROGRAM 75 


advice from the Legal Aid Bureau when- 
ever they feel that they need it in con- 
nection with their cases. The questions, 
usually asked by telephone, are an- 
swered by the Senior Attorney or her 
chief assistant. In this way not only 
are the case workers aided in handling 
their cases wherever legal factors are 
involved, but many clients are saved a 
trip to the Legal Aid Bureau when their 
legal problems are simple. 

During 1938, the only year that a rec- 
ord of these requests has been kept, ad- 
vice was given 485 times to case workers 
in the Family Service Branch of the 
United Charities, 194 times to case 
workers of the public relief agencies, 
and 210 times to workers of other social 
agencies. These figures relate, of course, 
to advice given on matters that were 
not being handled by the Bureau. 

Before the summer of 1932, at which 
time the public relief agency started to 
have property and insurance advisers in 
its district offices, there were many more 
calls for advice from case workers of 
the public agencies. 

The Legal Aid attorneys have given 
talks before the district committees of 
the Family Service Bureau as well as 
before groups of social workers. Some- 
times the subject is the work of the Bu- 
reau, and at other times, when speaking 
before case workers, the legal problems 
that arise most frequently in cases han- 
dled by social workers are discussed, 
stressing the importance of securing the 
advice and assistance of the Bureau in 
all legal matters. The Senior Attorney 
met several times with the property and 
insurance advisers of the public relief 
agency and a committee was formed 
consisting of three members from the 
relief agency’s property advisory staff 
and three from the Legal Aid Bureau 
staff to consider the common prob- 
lems. 

An arrangement has been worked out 
with the public and private relief agen- 


cies that when they refer clients who are 
on relief to the Legal Aid Bureau and 
send a letter or a card with the client 
asking for a report, the agencies are 
notified by letter as soon as the client 
reports at the Bureau. If advice alone 
is given, this advice is reported to the 
referring agency. If the case requires 
more extended service, the district is 
given the name of the Legal Aid at- 
torney who will handle the case. The 
district is notified at once of important 
developments, such as the collection of 
money or the entry of a court order giv- 
ing the client a limited time to remain 
on his premises. A complete report is 
sent to the referring agency when the 
case is closed by the Bureau. At the 
time of the first interview the client’s 
consent is requested that these reports 
be given. To date, the clients have 
shown no reluctance in giving this con- 
sent. 

When the Bureau started to charge a 
registration fee of 25 cents, an arrange- 
ment was made with the public relief 
agency for waiving of the customary fee 
of 25 cents on all cases referred by that 
agency. In return for this, the public 
relief agency paid $150 per month from 
April 1933 to June 1934, and $275 per 
month from June 1934 to April 1935, 
by way of salary to members of the 
staff of the Bureau. At that time the 
payments were discontinued because of 
shortage of relief funds. While the 
above agreement was in effect, monthly 
reports were sent to the agency showing 
the number of clients reporting from the 
agencies, the type of cases, and whether 
advice alone was given, or extended 
service. 


Various services rendered 


In addition to handling the legal 
problems of their clients, much assist- 
ance has also been given to the Family 
Service Bureau of the United Charities 
and to other social agencies by the Le- 
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gal Aid Department in looking up titles 
to property and checking other court 
records, and before property advisers 
were on the staff of the public relief 
agencies the Legal Aid Bureau also 
checked property titles for those agen- 
cies. The Legal Aid Bureau also ad- 
vises the Family Service Bureau regard- 
ing insurance policies carried by the 
clients of the latter, and works with the 
Family Service Bureau in endeavoring 
to straighten out the affairs of its clients 
who are heavily indebted and harassed 
by creditors. The Family Service 
Branch of the United Charities secures 
legal assistance in working out many of 
its plans to make the clients self-sup- 
porting. For example, in several in- 
stances the Family Service Bureau has 
assisted its clients in buying small busi- 
nesses. The Legal Aid Bureau has 
handled the legal end of the transac- 
tions, checking for chattel mortgages 
and making sure that the Bulk Sales 
Law is complied with. 

Frequent bulletins are sent out to the 
Family Service district offices. These 
contain such matters as the procedures 
to be followed in referring cases for 
divorce action, the procedure in adop- 
tion cases, the routines developed in the 
joint handling of probate matters by 
the Legal Aid Bureau and the Family 
Service Bureau, procedure in referring 
bastardy cases to the Legal Aid Bureau, 
and an explanation of the importance 
of consulting the Legal Aid Bureau on 
every case of injury which the client 
sustains in the course of his employ- 
ment, and also on all cases of occupa- 
tional disease. Likewise, when the Le- 
gal Aid Bureau is endeavoring to secure 
the passage of remedial legislation, bul- 
letins are sent to the supervisors of the 
district offices of the Family Service 
Bureau asking them to collect examples 
from their cases, of hardships suffered 
by their clients by reason of the evils 
which the proposed legislation is in- 


tended to remedy. Being able to cite 
these actual instances of hardship has 
proved most helpful in securing the co- 
operation of Bar Association committees 
in our efforts to promote the passage of 
legislation. 


PROCEDURES IN CERTAIN TYPES OF 
CASES 


There are several types of cases in 
particular on which the Legal Aid Bu- 
reau and the Family Service Bureau 
work in close co-operation, namely: 
domestic cases, custody-of-child cases, 
bastardy cases, and probate cases. Cli- 
ents coming to the Legal Aid Bureau 
whose cases involve domestic difficulties, 
custody of children, or bastardy pro- 
ceedings are interviewed by a social 
worker on the staff of the United Chari- 
ties who may be said to act as a liaison 
officer between the Legal Aid Bureau 
and the Family Service Bureau and 
other social agencies. All such cases ` 
are cleared at once through the Central 
Registration Bureau, and if another 
case-working agency is found to be ac- 
tive on the case and no court procedure 
is pending, the client is referred back to 
this agency for possible adjustment of 
the difficulty without legal action. If 
no other case-working agency is active, 
the cases are referred to specialized 
agencies equipped to tender the desired 
service. Where no case-working agency 
is registered and there. is no agency 
specializing in the particular type of 
case, the social worker explains the Le- 
gal Aid Bureau policy of handling cer- 
tain cases only upon the recommenda- 
tion of a social agency, and states that 
a formal referral can be made to the 
Family Service Bureau. If the client 
wishes this, a referral letter is sent to 
the district and the client is given a 
card of identification. 


Divorces 
The Legal Aid Bureau of Chicago, 
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like many legal aid societies, handles 
divorce cases only when there is some 
social necessity for divorce. When an 
application is made for divorce the ap- 
plicant is interviewed by the liaison so- 
cial worker, and if it seems desirable the 
, applicant is referred to the Family Serv- 
ice Bureau of the United Charities, 
where the investigation for divorce is 
made, or in. some instances guidance is 
given in adjusting the marital difficulty. 
When the client applying for divorce is 
found to be under the supervision of 
another case-working agency, he is re- 
ferred back to that agency with a re- 
quest that investigation be made as to 
the social necessity for a divorce. 

Formerly the decision as to whether 
a social necessity for a divorce existed 
was left to the District Superintendent 
of the Family Service Bureau, or if the 
client’s case was active with another 
case-working agency, to the supervisor 
of that agency. There was, however, 
such a diversity of opinion as to what 
constituted social necessity that in 
March 1933 it was decided to organize 
a formal Divorce Committee. The Di- 
vorce Committee is made up of the 
Assistant General Superintendent of the 
United Charities, two District Super- 
visors of the Family Service Bureau, the 
liaison worker, and one of the-Legal Aid 
Bureau attorneys most familiar with the 
court procedure in divorce cases. 

‘The committee meets on an average of 
once a month, on call, at which time from 
three to five cases are discussed. The 
records are prepared for consideration 
by the case workers, and the material 
is read by all members of the commit- 
tee before the meeting. The supervisor 
and the case worker are present at the 
meeting, and the case worker presents a 
summary of the problems involved. 
The legal grounds are then verified and 
it is ascertained whether there are wit- 
nesses to establish the grounds. The 
case is discussed by the entire commit- 


tee as to the social urgency presented, 
and the decision is made as to whether 
divorce action is desirable. 

A report of all cases discussed in the 
Divorce Committee is sent to the Legal 
Aid Bureau. If the divorce is recom- 
mended, a written request for divorce 
action is later sent to the Legal Aid 
Bureau, together with a summary of the 
case and a carefully filled-out question- 
naire. 

A comprehensive bulletin has been 
prepared on the procedure to be fol- 
lowed by the Family Service Bureau or 
other case-working agency in divorce in- 
vestigation and referrals to the Divorce 
Committee. It states in detail what 
facts should be determined and what 
reports secured before the case is re- 
ferred to the Divorce Committee. The 


„grounds for divorce in Illinois are listed 


in the bulletin. There is also attached 
a copy of the questionnaire which is to 
be filled out and sent to the Legal Aid 
Bureau by the referring agency after 
the divorce has been approved. ‘The 
questionnaire contains the information 
needed by the Legal Aid Bureau at- 
torney in order to prepare a divorce or 
separate maintenance bill. 


Probate estates 


In the field of probate estates, it has 
been found very necessary to have the 
co-operation of a social agency. It is 
the practice of the Legal Aid Bureau to 
have the General Superintendent of the 
United Charities appointed guardian or 
conservator, as the case may be, in ev- 
ery minor or insane estate that the Bu- 
reau handles. Two board members act 
as the Superintendent’s bondsmen when 
the amount of the bond does not exceed 
$500, so that the client is saved the cost 
of bond premiums in small estates. At 
present there are thirty active cases of 
estates of minors and sixty-one estates 
of insane persons. 

It is explained to the client upon the 


78 THE ANNALS OF THE AMERICAN ACADEMY 


acceptance of the case in the Legal Aid 
Bureau that if the General Superintend- 
ent is appointed to act as conservator or 
guardian, the case will be referred to the 
Family Service Bureau. The client is 
introduced to the liaison worker, who 
then gives the client the name and ad- 
dress of the office of the Family Service 
Bureau to which the case is to be re- 
ferred. A letter is sent to the Family 
Service Bureau which gives the facts as 
they have been determined at the Legal 
Aid Bureau, and it is the responsibility 
of the case worker to visit and discuss 
with the family what expenditures are 
to be made from the estate. 
` Where the clients are being assisted 
by other agencies, the amount of the 
grant is discussed with such agencies by 
the case worker at the Family Service 
Bureau, and the result of this joint plan- 
ning is the basis of the order recom- 
mended. 

In a number of instances these fam- 
ilies have been found to need other than 
legal assistance, and the case worker is 
at all times available to give this. Oc- 
casionally the case-work investigation 
has resulted in making an entirely new 
plan, such as foster-home placement in 
instances where the minors were not re- 
ceiving adequate care in their present 
home. Property has sometimes been 
repaired and put on a paying basis, so 
that the family income could be in- 
creased. Jobs have been obtained for 


é 


unemployed members of the family. 
Budgeting advice has been given, and 
referrals for medical care. Particularly 
in cases of insanity, an interpretation of 
the implications of the illness has been 
carried on over a long period of time, 
and the family has seemed eager to 
make use of the social services presented 
by the tie-up with the Family Service 
Bureau. 


INCREASING CO-OPERATION 


It is believed that the efforts made to 
acquaint the Family Service agencies 
with the services of the Bureau and to 
make them alive to the legal problems 
involved in their cases and the necessity 
of referring such problems to the Legal 
Aid Bureau have not been in vain. This 
seems to be borne out by the fact that 
the percentage of cases referred by so- 
cial agencies to the Legal Aid Bureau 
increased from less than 1 per cent in 
the last year of the Chicago Legal Aid 
Society to 6.2 per cent in 1928 and to 
13.6 per cent in 1935, 

Legal Aid has been described as 
claiming foster parentage of the organ- 
ized bar on one side and organized so- 
cial work on the other. Those in charge 
of the Legal Aid Bureau of the United 
Charities of Chicago have always recog- 
nized the importance of developing and 
preserving a close relationship between 
this foster child and both of its foster 
parents. 


Marguerite R. Gariepy, M.A., LL.B., member of the 
Ilinois bar, is senior attorney in charge of the Legal 
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A Legal Finger on the Social Pulse 


By Craupe E. CLARKE 


NE of the privileges accorded the 
citizens of a democracy is the 
right to propose and foster a great mass 
of legislation. Some one suffers a real 
or fancied wrong. He is certain “there 
ought to be a law against that.” He ar- 
ranges to have a bill drafted and intro- 
duced by some legislator friend of his. 
As a result, what was merely a tempo- 
rary opinion of one person may con- 
ceivably be enacted into a law which 
will vitally affect the lives and relation- 
ships of a large number of people. The 
process is not quite so simple as that, 
however. It is doubtless providential 
that most of the bills introduced in the 
average session of a state legislature die 
in committees. 

This fact, however, should not deter 
any person or group from seeking to 
enact any legislation which thoughtful 
study indicates is valuable and neces- 
sary. ‘This principle has a real appli- 
cation to legal aid work. Proper laws 
are necessary, and someone must pro- 
pose them. Experience shows that any 
proposals for legislation must have sup- 
porting credible evidence in the form of 
facts and cases. 


VANTAGE POINT OF LEGAL AID OFFICES 


Many of the legal aid offices handle 
hundreds of cases each month. These 
cases, of course, present a great variety 
of legal questions. They also present 
highly personal problems some of which 
are very serious from the standpoint of 
the client and his family. Over a period 
of years experience shows that our or- 
ganizations are confronted with a sub- 
stantial number of problems of the lat- 
ter type which cannot be solved by the 
application of existing laws. In other 
words, the client is without a legal rem- 
edy. Cases of this kind arise because 
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some designing individual or group of 
individuals sets up a device to circum- 
vent existing laws enacted for the pro- 
tection of the public. 

In situations of this kind the attorney 
for the legal aid society finds his efforts 
on behalf of his client partially or 
wholly ineffectual. Complaints which 
he may present to the offending group 
and efforts at adjustment are frequently 
met with the opposition’s statement that 
there is nothing the client can do legally. 
Hence no concession will be made. In 
other words, the society and its client 
are made a laughingstock, while the 
iniquitous practice which is the cause 
of the trouble continues to flourish. An 
experience of this kind is bound to have 
an unfortunate effect on the client. He 
tends to lose confidence in society and 
in the ability of his government to pro- 
tect him from exploitation and injustice. 
He becomes embittered and often anti- 
social in his thinking, all of which is 
very bad in a democracy. 

By reason of the large number of cli- 
ents whom it serves, the legal aid soci- 
ety may be said to have its finger on the 
pulse of the legal difficulties which are 
harassing and injuring the mass of poor 
people. The legal aid attorneys are 
able to detect new forms of exploita- 
tion; and, what is more important still, 
they are in a position to gauge, to some 
degree at least, the volume and the ex- 
tent of these forms of exploitation. 
Records are kept, of course, of all cli- 
ents who seek the assistance of the so- 
ciety. A careful tabulation is also kept 
of the different kinds of cases presented 
by the clients. Ifa certain kind of com- 
plaint is increasing rapidly in number, 
the attorneys will very soon detect it, 
and will be able to determine how large 
a portion of their clients are being af- 
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fected by it. If the number of such 
cases is relatively large and if the type 
of case is such that there is no adequate 
remedy available for its clients, the so- 
ciety may well give special attention to 
this class of complaints. It is entirely 
possible that these may constitute very 
good evidence of the need for remedial 
legislation. 

In such a case the organization will 
undoubtedly do something more than 
“view the situation with alarm.” In all 
probability it will take steps, either upon 
its own initiative or in co-operation with 
other organizations or groups, to draft 
and submit appropriate remedial legis- 
lation. This is in keeping with the well- 
established principle in legal aid work 
that we should bring to the assistance of 
our clients as a group all possible pre- 
ventive and protective measures. It is 
not enough that we should assist the 
individual client in meeting his particu- 
lar legal difficulty. The source of the 
grievance should be eliminated. For 
this reason the legal aid organizations 
of the country have been active for 
many years in fostering legislation. In 
this form of service we have learned the 
truth of the old adage that “an ounce of 
prevention is worth a pound of cure.” 

Regardless of their own conviction as 
to the need for a particular piece of leg- 
islation, social agencies and legal aid 
organizations are generally practical 
enough to know that it is very difficult 
to secure the passage of a law to deal 
with a highly controversial problem un- 
less the proposal is carefully handled. 
Of course, it must have backing. Above 
all, it must be supported by a mass of 
accurate facts and information indicat- 
ing beyond question the need for the 
particular measure. It cannot succeed 
if it is sustained only by sentiment. If 
the assembled facts are sufficiently per- 
suasive to secure the approval of a legis- 
lative committee, the bill has a chance 
of passage. Some organization, how- 


ever, must furnish this factual material. 
It is at this point that the legal aid or- 
ganization is in a position to be of real 
assistance. From its daily routine con- 
tacts with many clients, it has secured a 
mass of facts which it can make avail- 
able in an effective manner. 

As examples of the value of this fac- 
tual material in the promotion of legis- 
lation, it may be of interest to narrate 
three experiences of the Legal Aid Soci- 
ety of Cleveland. These are typical of 
the work of legal aid organizations along 
this line, and are set forth only because 
the facts are illustrative and because 
they are within the personal knowledge 
of the author. 


ANtTI-LOAN-SHARK LEGISLATION 


In 1924 scores of clients came to our 
office who were the victims of the par- 
ticular type of “loan sharkery” known 
as “salary buying.” The method used 
to defeat the small loan and usury laws 
was to have the borrower go through the 
form of selling his salary or earnings at 
a certain discount. The alleged “sale” 
was repeated on each payday, often over 
a period of many months. The rate of 
discount on each sale was usually 10 per 
cent and the rate per annum was 260 per 
cent. ‘Salary buying originated in the 
South but soon spread throughout most 
of the states east of the Mississippi. It 
was extremely profitable. The number 
of offices increased. The victims went 
further into debt and in many cases had 
loans at three or four offices in a des- 
perate effort to make their payments. 
Most of the victims were railroad em- 
ployees and were led to continue their 
payments under threats of the salary 
buyer that he would cause the debtor to 
lose his job if the payment was not 
made promptly. The large number of 
clients who were being victimized con- 
tinued in 1925 and 1926. 

Our attorneys secured statements 
from a considerable number of such cli- 
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ents, as well as business cards and lit- 
erature together with letters demanding 
payment issued by the offices of the sal- 
ary buyers. Some valuable information 
was also secured from the social agencies 
and Better Business Bureaus. Civil liti- 
gation was of little value. The small 
loan law of Ohio in its existing form was 
not adequate. It was clear that the act 
would have to be amended in such a way 
as to bring the practice of salary buying 
within the provisions of the law. 

The co-operation of the Department 
of Remedial Loans of the Russell Sage 
Foundation was secured. As a result of 
this action our Society introduced as an 
amendment to’ the small loan law of 
Ohio, section 16 of the Uniform Small 
Loan Law + which had been prepared to 
accomplish the specific purpose which 
we desired. At the hearings on the bill, 
the material and evidence which had 
been accumulated by our Society were 
extremely valuable as showing the vi- 
ciousness of the business and the heavy 
losses suffered by the victims and their 
families, and the general bad conditions 
resulting from the business. 

In 1927 the salary buying lobby was 
strong enough to defeat the bill. In 
1929, however, the battle was renewed 
and the proposed amendment became a 
law.? 

A criminal action was immediately in- 
stituted by the City of Cleveland and a 
conviction secured. The case was car- 
ried to the Supreme Court of Ohio, 
which sustained the conviction. An ap- 
peal was taken to the United States Su- 
preme Court, which refused to set aside 
the conviction, holding that no substan- 
tial Federal question was involved.® 

As the result of this decision the sal- 
ary buying business received a death 


1 General Code 6343-1-13, Lloyd Act. 
tion prohibiting salary buying: 6346-11, 

2 Dunn v. State of Ohio, 122 O. S. 431, de- 
cided June 10, 1930. 

8 282 U. S5. 801, decided Oct. 27, 1930. 
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blow and all the offices in Ohio were 
closed. The same thing occurred in 
most of the area in which the salary 
buyers had been operating. The bene- 
fits to the great mass of wage earners 
resulting from this decision cannot be 
overestimated. 


DEBTORS’? TRUSTEE 


The early depression years brought a 
large increase in the volume of our 
work. In 1932 the number of clients 
reached 10,392. Certain types of cases 
increased more than others. This was 
particularly true of debt cases in which 
our clients were being pursued by their 
creditors. In 1929 we had only 958 
cases of this type. In 1932 the num- 
ber had increased to 1,953. From the 
standpoint of our clients, the seriousness 
of the situation lay in the hardships 
which they were suffering. The chief 
of these was the very real possibility of 
the loss of employment as the result of 
the repeated garnishment of the debtor’s 
earnings. In fact, a considerable num- 
ber of debtors lost their jobs because of 
the collection methods of some unrea- 
sonable creditors. The position of a 
debtor who had several creditors was a 
serious one, since there was no way to 
protect him against a process of garnish- 
ment except by paying each creditor 20 
per cent of his earnings each month. 
For the great mass of wage earners who 
were heavily in debt, such a procedure 
was of course impossible. 

Most of our clients who were facing 
this situation desired to have some plan 
worked out whereby they could make 
payments on their debts as rapidly as 
possible and be protected in their em- 
ployment. They did not wish to secure 
relief through bankruptcy proceedings. 
Wholly aside from the expense involved 
which made this form of remedy impos- 
sible, they did not need to resort to it 
as a way of escape from their creditors. 
This was very encouraging. 
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It was clear that our Society had a 
responsibility to find help from some 
quarter. As the first step, we assembled 
a great deal of factual material showing 
the plight of these clients, bearing upon 
their economic condition, the volume of 
their debts, the number of dependents, 
and the collection methods employed. 
A conference was arranged with the 
Chief Justice of our Municipal Court 
and the facts were laid before him by 
the attorney for the Society. The Chief 
Justice was well informed on the prob- 
lems involved and was anxious to co- 
operate in every way. As the result of 
his co-operation a voluntary plan of 
trusteeship was inaugurated whereby 
the debtor paid to the Clerk of the 
Court 20 per cent of his monthly earn- 
ings for distribution among his creditors. 
This plan received the support of the 
stores and others who extended con- 
sumer credit. 

Over a period of some months the 
plan was so successful that a bill was 
introduced in the legislature providing 
that a debtor could apply to a justice 
of the peace or to a judge of the munici- 
pal court for the appointment of a trus- 
tee to receive 20 per cent of the debtor’s 
monthly wages for distribution among 
his creditors, a sworn dist of whom the 
debtor prepared for the trustee. The 
bill also provided that if the debtor 
complied with the requirements of the 
act and made his payments, no creditor 
whose name was filed with the trustee 
could bring any action to attach his 
earnings. One of the attorneys of our 
Society appeared in support of the bill 
and told of the experience of our organ- 
ization as based on the material we 
had assembled. Though the measure 
was opposed by certain merchandising 
groups and others which extend con- 
sumer credit, the bill was passed and 
became a law.* 

The debtors’ trustee plan has been of 

4 General Code 11728-1. 


great assistance to debtors and has been 
widely used. The report of the trustee 
for the Municipal Court of Cleveland 
shows that 2,393 persons sought his as- 
sistance during the period from July 1, 
1933 to December 31, 1938. Of this 
number, 1,973 were “dissolved.” This 
means that these debtors paid up their 
debts, or possibly reduced the amount 
of the debts to such a point that they 
could make a loan and pay the balance. 
Of course, some did not make the pay- 
ments as the plan required, and so were 
not permitted to continue in trusteeship. 

A total of $249,496 has been paid to 
the trustee and distributed among the 
creditors. This is a substantial amount 
and shows that the plan did actually’ 
work in practice. It has undoubtedly 
been the means of keeping many fami- 
lies off the relief rolls. 


EXCESSIVE FINANCE CHARGES IN 
INSTALLMENT SALES 


During the past three years a third 
group of cases has been presenting a 
real problem to our staff. These cases 
involve the practice of adding a heavy 
finance charge in certain types of in- 
stallment sales, particularly of second- 
hand automobiles and household furni- 
ture. The usual practice of the seller 
in these cases is to secure some down 
payment on the purchase price. The 
purchaser is then told to sign certain 
papers. These ordinarily consist of a 
promissory note and chattel mortgage. 
Often they are not filled out and the 
buyer trustingly signs in blank, being 
told he will be permitted to pay the 
balance of the purchase price in a given 
number of monthly installments. Usu- 
ally, in a few days he receives a letter 
from a finance or discount company 
which advises him that it has purchased 
his account and that he owes a certain 
balance. He then learns for the first 
time that the seller has added a certain 
amount as a finance charge. 
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This charge, we find, is more or less 
an arbitrary amount, varying from 
about 25 per cent to nearly 90 per cent 
of the unpaid balance of the purchase 
price. In terms of interest, the charge 
made was at the rate of more than 100 
per cent in one case, and very high in 
all the other cases we studied. The 
serious thing from the standpoint of our 
clients, however, is that it is not an 
interest charge, since no loan is made. 
It is merely an additional amount 
charged to the buyer for the privilege 
of paying the balance of the purchase 
price in installments. There is no law 
to regulate the amount of such a charge, 
and the debtor has no defense in an ac- 
tion by the finance or discount company. 

This finance charge is frequently so 
excessive that the purchaser is unable 
to meet the payments. As a result, the 
property is repossessed and sold, a de- 
ficiency judgment is rendered, and often 
the debtor’s wages are garnished to pay 
the balance even though he has lost his 
property. Being without redress, many 
a person has become embittered and 
antisocial in his attitudes. 

From our experience in these cases 
we gathered together much factual ma- 
terial showing the amounts of the 
charges; the method of doing business 
in making the sale, particularly the con- 
cealment of the amount of the finance 
charge, and the collection methods em- 
ployed; and the social results from the 
standpoint of the buyer. As the result 
of this study a bill was prepared by a 
committee of our organization, pat- 
terned in part after the Retail Install- 
ment Sales Act of the State of Indiana. 
It provides in brief that the seller shall 
disclose to the buyer the financial de- 


tails of the transaction and shall give 
the buyer a memorandum setting forth 
the purchase price, the down payment, 
the finance charge, and the number of 
installments and when payable. It also 
sets a limit for the amount of the 
finance charge and fixes a penalty for 
violation. It is believed that such a 
measure will protect the buyer in enter- 
ing into the transaction, will enable both 
parties to bargain on a fairer basis, and 
will be beneficial to all concerned. 

This bill is now pending in the legis- 
lature and has aroused much discussion.’ 


Some LEGISLATIVE ACTIVITIES 


In the three situations just discussed, 
in which legislation has been passed or 
has been introduced as a remedy, there 
can be no doubt of the practical value 
of the factual material which we have 
been able to assemble in support of 
these measures. We believe these ex- 
periences are but typical of those of 
other organizations in this field. 

During the past years, legal aid or- 
ganizations have had an active part in 
fostering legislation providing for the 
establishment of small claims courts as 
an aid to poor litigants, the enactment 
of wage collection laws for protection of 
wage earners, «nd statutes exempting 
poor people from the payment of court 
costs. 

Measures of the type of those de- 
scribed have their proper and necessary 
place in the general plan of service 
which legal aid organizations are seek- 
ing to perform. It is safe to say that 
more rather than less emphasis will be 
placed on legislative work by these or- 
ganizations in the year ahead. 

5 Sub H. B. 365. 


Claude E. Clarke, LL.B., is a member of the firm of 
Clarke and Costello, who are counsel for the Legal Aid 
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tional Association of Legal Aid Organizations from 
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A Bar Association Committee Does Legal Aid Work 


By JOosEPH NissLey 


ARRISBURG + is but a ten-year- 
old child in the world of organ- 
ized legal aid. During its ten years of 
life it has not had a particularly healthy 
existence, and at times it has almost 
died from the double pneumonia of de- 
pression; but the spark of life has been 
kept glowing in some fashion until now 
it is a rather lusty and willful youngster, 
sometimes biting off more than it can 
chew, but usually managing to digest 
the work set out for it. 


EARLY YEARS 


Organized legal aid was born in Har- 
risburg on July 1, 1929, at the peak of 
prosperity in the fatuous summer of 
that year, when anything from the stock 
market to the man in the street was as- 
sured of the rosy picture that was to 
come in the “era of prosperity” which 
lay ahead.’ 

The Legal Aid Society established 
contact with the social service agencies 
through a committee of the Bar Asso- 
ciation ® and a like committee of the 
Associated Aid Society. 

William S. Middleton, Esquire, was 
appointed to head the Legal Aid Society 
and to be its sole attorney and to handle 
all the work assigned to him by the As- 
sociated Aid Society and other organized 
social service agencies. All clients were 


1 Located in Dauphin County, Pennsylvania, 
Harrisburg is the County Seat and State Cap- 
itol. Population, 1930 Census, Harrisburg 80,- 
339; Dauphin County, 165,230. : 

2 Tts organizers were Judge John E. Fox; 
Hon. George Ross Hull; Hon. Maurice R. 
Metzger; E. Leroy Keen, Esq.; Assistant Dis- 
trict Attorney William S. Middleton, Esq.; 
John S. Bradway, secretary of the National 
Association of Legal Aid Organizations; Mrs. 
Paul A. Kunkel; and Miss Mary Robinson. 

8 Refers to Dauphin County Bar Association 
and will mean the same when referred to 
hereinafter. 


referred by the agencies to Mr. Middle- 
ton’s private office. The worker gave 
the client a card stating his name and 
who referred him. The clients came to 
Mr. Middleton’s office just as his paying 
clients did, and no indication was made 
that this was the office of the Legal Aid 
Society. 

During that period, approximately 
fifty to one hundred cases were handled 
annually. These cases were limited 
more or less strictly to civil cases; crim- 
inal cases requiring appearance in the 
local courts of Quarter Sessions and 
Oyer and Terminer were not taken. 

The financial background of the soci- 
ety at that time provided a compensa- 
tion of $400 annually, $200 of which 
was to be supplied by the Bar Associa- 
tion, and the remaining $200 was to be 
raised by appropriation from the Har- 
risburg Welfare Federation budget. 

Depression depleted available funds 
for legal aid work and the appropriation 
was cut from $400 to $300 annually, 
and on December 1, 1933 the appropri- 
ation was discontinued altogether. 

From that point on, it became a 
struggle of one against the world. Mr. 
Middleton battled valiently to continue 
unaided, but to no avail. Sleeping sick- 
ness overcame the infant, legal aid. 


LEGAL AID REVIVED 


The increase of charity cases handled 
haphazardly by the personnel of the bar 
during the next few years brought the 
need for organized legal aid more force- 
fully to the attention of the members of 
the Bar Association. This, added to a 
growing agitation in the State Bar As- 
sociation for the inclusion of legal aid 
in programs of county groups, aided ma- 
terially in the revival of organized legal 
aid in Dauphin County. 
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Another factor which contributed to 
the re-establishment was the subtle 
change in the growing social conscious- 
ness of our people and their demand for 
better solving of their legal problems. 
The social worker could not also be a 
lawyer, and people with economic trou- 
bles were often in need of a lawyer to 
cure their legal ailments. 

Thus, at the October 1935 meeting 
of the Bar Association a resolution was 
passed setting up a voluntary committee 
of lawyers to serve without remunera- 
tion and to continue until their succes- 
sors were duly appointed. The com- 
mittee was to consist of a chairman and 
ten aides, most of whom had been mem- 
bers of the bar five years or less. 

In January of 1936 a representative 
of the Legal Aid Committee met with 
representatives of the Associated Aid 
Society for the purpose of working out 
procedure for the handling of legal aid 
cases. It was decided at that time to 
submit a list of the members of the Le- 
gal Aid Committee to the Associated Aid 
Society and from that list the staff of 
the Associated Aid Society would call 
the attorneys when needed, in rotation. 
There was to be no legal aid office, no 
definite office hours—just a list of the 
names of the members of the Commit- 
tee. It was thought at first that the 
Associated Aid Society should make a 
monthly report of cases referred and 
their dispositions. This was done with 
some degree of success. 

The reports of that period show that 
there was a real need for legal aid. The 
majority of the cases consisted of the 
giving of office advice to the indigent. 
Myriad subjects were included, but the 
greater number of cases handled were 
landlord-and-tenant cases and wage dis- 
putes. At that time the service com- 
prised not only those types of cases 
mentioned above, but all kinds of civil 
cases excepting those involving a fee. 
Where the Committee felt that the cli- 


ent was able to pay a small fee, or that 
a fee might be forthcoming as a result 
of trial, the case was not accepted by 
the legal aid lawyers. Criminal cases, 
including nonsupport cases, were not 
handled. 


IMPROVED FUNCTIONING 


It was found, however, that this re- 
vivified Committee was not functioning 
so efficiently as it might; in the first 
place, because there was an almost an- 
nual turnover in the membership of the 
Committee, with the result that the new 
personnel was unfamiliar with the prob- 
lems and procedure, and second, in that 
a certain few members of the Committee 
seemed to be doing all the work. 

In 1937 the Bar Association received 
its first invitation to send a repre- 
sentative to the annual meeting of the 
National Association of Legal Aid Or- 
ganizations (beld in Pittsburgh, Penn- 
sylvania), with a view to the better 
handling of the problems and a broad- 
ening of the scope of the movement. 

So that a better and more constant 
type of service could be rendered by the 
Committee, it was determined that the 
entire personnel of the Committee 
should not be changed annually, but 
that a few of the older members should 
be replaced each year and some of the 
newer members of the Bar Association 
added. By this method of rotation the 
younger men of the bar gain needed ex- 
perience and the “graduates” of the Le- 
gal Aid Committee are relieved of serv- 
ice as their private practice increases. 
This procedure has been found to im- 
pose the minimum of responsibility on 
each lawyer by retaining him on the 
Committee only for a limited period. 

A definite place where legal aid cli- 
ents could come to discuss their prob- 
lems was set up as a result of the 
Pittsburgh convention, in that fashion 
separating them from the paying clients 
in the private offices. The Associated 
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Aid Society gave the use of an office 
and their receptionist took charge of 
making appointments. 

The next thing that had to be done 
was to work out a system so that the 
old inequalities of work would be less- 
ened. This was done by assigning a 
particular day in certain weeks to each 
member on the Committee. Thus, if 
Mr. Blank is to be available on the first 
and third Mondays, then the reception- 
ist makes all appointments for him on 
that day. Further, since it is a purely 
voluntary service and all must make a 
living as well out of the practice of law, 
it is arranged that the receptionist will 
call the particular member whose turn 
it is at noon on the day he is to serve, 
and notify him if there have been any 
appointments made for him. If there 
are none, then the member does not put 
in his appearance, but leaves word 
where he can be reached by telephone. 
The office hours are from 2:00 to 4:00 
P.M. from Monday through Friday. 
This facilitates the handling of the work 
with a minimum of infringement on the 
lawyer’s time. 

A decision was made to invite seniors 
of the Dickinson School of Law * to par- 
ticipate in the development and trial of 
the criminal cases, giving practical train- 
ing to them and relieving the members 
of the Committee from the detail of 
preparation. This has not been placed 
in operation as yet, but we have hope 
for its early inclusion in our pro- 
gram. 


LEGAL AID EXTENDS 


As a result of the Pittsburgh conven- 
tion, it was planned to extend the juris- 
diction of legal aid to include criminal 
cases. 

A hit-or-miss fashion, which did jus- 
tice neither to the lawyer nor to the cli- 
ent, had heretofore been used in the han- 


4At Carlisle, Pennsylvania, eighteen miles 
from Harrisburg. , 


dling of indigent clients. The method 
pursued was for the Assistant District 
Attorney to select some young attorney 
who happened to pass through the court 
room and request that he handle the 
case, which many times immediately be- 
gan. , There was no time the preparation 
of the case, no time to secure witnesses, 
no time for anything but to sit there and 
try the case with the few facts at hand. 
The facts were often gleaned by keeping 
one ear open listening to the client’s 
story and the other open to the District 
Attorney as he began to present his case. 
The result was not often in doubt. As 
one of the judges very aptly put it when 
asking assistance of one of the young at- 
torneys for one of the trials, “Would 
you supervise the conviction of this de- 
fendant?” 

Legal aid in Dauphin County has 
corrected this gross injustice to both 
lawyer and client. l 

The plan which we follow now is to 
take cases where the defendant is in jail 
awaiting trial for want of bail. By hav- 
ing the persons who are in jail request 
our services from one week to ten days 
in advance of court, we are able to pre- 
pare at least some sort of defense for 
them. The percentage of convictions 
has dropped. 

Arrangements are also usually made 
with some members of the Committee to 
be present in each of the court rooms 
during the criminal court week, and in 
this manner we are able to keep in touch 
with any other person who may need our 
services. 

If the work is limited to this type of 
client, it will be difficult for any other 
practitioner to throw up his hands in 
horror at the thought that the Commit- 
tee is taking any case where another 
lawyer may receive some compensation, 
because if a man is not in a position to 
get bail, he certainly is not in a position 
to pay for legal services necessary to 
his defense. 
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Types of Cases HANDLED 


It is of interest to discuss the types 
of cases handled in a community such 
as Harrisburg. They, of course, are as 
varied as human nature, and run the 
gamut from lunacy commissions to big- 
amy. : f 

The most frequent type of case is 
the landlord-and-tenant problem, where 
some individual has got in arrears with 
rent through unemployment or sickness, 
and the landlord has distrained on the 
tenant’s goods for the arrearage. The 
greatest service available is a compromise 
with the landlord. Usually the land- 
lord’s procedure is technically and le- 
gally correct. By permitting the tenant 
to remove his goods and find another 
home, the landlord loses only the rent 
and the costs, but gains his property 
for renting to paying tenants, and there- 
fore is often amenable to the suggestion. 

In the criminal side of the court we 
have been successful in nonsupport cases 
by arranging for hearings; petitioning 
for reduction or suspension: of support 
order, where the defendant is unem- 
ployed or has been forced to accept em- 
ployment with a relief agency at a lower 
salary than he was making when the 
order was entered. Assault and battery 
is a typical case handled, largely be- 
cause of the Negro population in Har- 
risburg and their propensity for settling 
their disputes through the use of a 
knife or a baseball bat over the cranium 
of one of their fellows. Larceny also is 
a big field and covers every type, from 
the larceny of radiators in condemned 
houses to relief checks of the’ unfor- 
tunate. 

Many are the types of cases which 
are disposed of through office advice, 
and hardly a day passes that someone 
does not seek advice on some problem. 


Fivancine LEGAL Arp 
Although it is well to have some funds 


to fall back on in the work of legal aid, 
we in Harrisburg have succeeded with- 
out any form of appropriation. All 
that we have found necessary is a strong 
constitution and a willing heart. Our 
next step in Harrisburg, however, is to 
secure an appropriation, and to that end 
a resolution has been presented to the 
Bar Association. 

There is no reason why legal aid 
should not be advanced in the fields 
where it already exists. Cases which 
provide remuneration for the lawyer, 
especially where it is small, might be 
taken, such as small negligence cases, 
or other cases which may be handled 
on a contingent basis. The money re- 
ceived for charges thus made could in 
these cases be turned into a common 
fund, first, to provide the current ex- 
pense of operating a legal aid office, 
and second, to make possible a distri- 
bution of funds at the end of each year 
among the members of the committee 
where that committee is operating with- 
out any appropriation from the bar as- 
sociation or community fund. 


EDUCATING THE BAR 


An important objective in the future 
of legal aid, especially in the smaller 
community, is to court a more sympa- 
thetic attitude among those members of 
the bar who view with raised eyebrows 
the endeavors of legal aid. This ob- 
jective can be attained only by an edu- 
cational program among the members 
of the bar, who must be made to realize 
that legal aid helps them by ridding 
their offices of the less desirable type 
of client. 

To begin even earlier in this educa- 
tional program, the plan to introduce 
the workings of legal aid into law school 
classes is of paramount importance for 
the future well-being of legal assistance. 

5 This will have to be governed as to 


amount and types of cases by local bar asso- 
ciations. A 
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Harrisburg is particularly fortunate in 
its geographical proximity to Dickinson 
Law School in Carlisle, for according to 
our present plan, the seniors will be in- 
cluded in our program within the next 
year. 


FUTURE 


There is a definite future for legal aid 
everywhere—not only in cities the size 
of Harrisburg. In fact, legal aid is a 
great need. In the stress and social 
revolution that we have seen come to 
pass in the few short years that are be- 
hind us, we who are close to the problem 
realize that only through justice to the 
masses—for each man “his day in 
court”’—will our civilization as we know 
it today survive. It is those who are 
denied justice and equality under the 
law that fall easy prey to the dictators 
and their accompanying vocal blandish- 
ments. 

There is a vast and as yet untapped 
reservoir of future for legal aid in the 
fields of workmen’s compensation, un- 
employment compensation, labor rela- 
tions, and social security. Wherever 


government has broadened its social 
consciousness, there also is a potential 
field for legal aid. 

But, specifically, legal aid should be 
carried on in every community. Wher- 
ever there is a bar association there 
should be also that humanitarian 
branch, the committee on legal aid. 
Each legal aid committee should be 
large enough to handle the work without 
too much of a lien on the time of any 
one person on the committee. In Har- 
risburg and Dauphin County, where the 
population is approximately 165,000, we 
have had success with a committee of 
ten. 

It is through the never ending stream 
of unfortunates that the bar must ren- 
der this humanitarian service. The le- 
gal aid committee is the only efficient 
manner by which this can be done. I 
greatly doubt whether the members of 
the Dauphin County Bar Association 
would go back to the former haphazard 
system of handling charity cases, where 
each member employed his own device 
and debited himself with his own ex- 
penditure of time and trouble. 


Joseph Nissley, LL.B., is chairman of the Legal Aid 
Committee of the Dauphin County Bar Association, 
member of the Legal Aid Committee of the Pennsyl- 
vania State Bar Association, and member of the Amer- 


ican Judicature Society. 


Law Students Do Legal Aid Work 


By RALPH VON BRIESEN 


HE need for the services of legal 

aid organizations in small cities is 
relatively as great as in the large centers 
of population, but actually only 47 of 
the 329 cities in this country which have 
between 25,000 and 150,000 inhabitants 
have filled that need.1. Meanwhile, legal 
aid bureaus have been established in all 
communities having a population over 
350,000 and in 75 per cent of those be- 
tween 200,000 and 350,000. This com- 
parative lack of legal aid in small cities 
may be traced directly to the high cost 
per case where the area served by such 
a bureau is sparsely populated. 


THE STRUCTURE 


Unique among the 47 cities just men- 
tioned is Madison, Wisconsin, a city of 
65,000 inhabitants located in an agri- 
cultural district, where for the past eight 
years students of the law school of the 
University of Wisconsin have operated 
a legal aid bureau whose services are 
maintained at a remarkably low cost 
to the community. Staffed entirely by 
students, financed by the community 
chest, and supervised by the county bar 
association, the Madison Legal Aid Bu- 
reau is establishing itself as a useful 
community welfare agency. In other 
cities where law schools are located, sim- 
ilar legal aid service could be made 
available with the assurance of obtain- 
ing reasonably satisfactory results. 

Co-operation of some sort between 
law school students and legal aid bu- 
reaus is fairly common throughout the 
country. As a rule, law students assist 
in an independently operated bureau, or 


1 Reginald Heber Smith and John S. Brad- 
way, Growth of Legal Aid Work in the United 
States (Washington: Dept. of Labor, Bureau 
of Labor Statistics, Bull, No. 607, 1936), p. 
143. 
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else the law school curriculum includes 
a legal aid clinic course; but in Madi- 
son, students operate the Bureau alone, 
entirely independent of the law school.? 
Eight third-year law students are in 
charge of the work. Each, with the 
exception of the chairman and secretary, 
is on duty at the office one afternoon a 
week or Saturday morning. Twelve sec- 
ond-year students are assigned to help 
the regular staff members, two on each 
day of the week. These twelve men are 
called from a list of the twenty or so 
top-ranking scholars of their class who 
were not chosen for the Law Review. 
They are selected by the third-year staff 
members on the basis of interest in legal 
aid work, ability to get along with peo- 
ple, and scholastic standing. These 
twelve compete during several months 
for the eight staff positions open to them 
in their senior year. The regular staff 
members then select their own succes- 
sors and choose a chairman and secre- - 
tary from the group for the following 
year. 

The Bureau does not close at the end 
of the regular school term, but con- 
tinues to operate during July and Au- 
gust with a staff of summer school stu- 
dents. Usually some of the second-year 
appointees are in Madison for the sum- 
mer, and the Bureau is thus supplied 
with experienced men for its staff. 

During the past five or six years the 
Bureau has been fortunate to have the 
services of a stenographer, usually a law 
student, paid from National Youth Ad- 
ministration funds. In addition to re- 
lieving the students of considerable 
clerical work, the stenographer, being 


2No comparison will be drawn here be- 
tween law school clinics and the Madison 
Bureau. This article will describe only the 
latter organization. i 
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familiar with most of the cases, partially 
eliminates one of the chief obstacles to 
the smooth functioning of this type of 
bureau—the lack of continuity resulting 
from having a different student in at- 
tendance each day. 

By no means an unimportant factor 
in the success of any legal aid bureau is 
the location of its office. At Madison 
the Bureau has a small room connected 
with a suite of offices centrally located 
in the city and occupied by some of the 
welfare agencies of the Madison Com- 
munity Union. Thus, when the Bu- 
reau office is closed applicants can ob- 
tain information concerning its services 
from one of the other agencies, and if 
the problem is urgent, a member of the 
legal aid staff can be called. 

In addition, the Bureau benefits by 
its location because its proximity con- 
stantly reminds the adjoining Commu- 
nity Union agencies of its existence, and 
their records are available to the legal 
aid staff. Since most of the Bureau’s 
applicants have case records with other 
agencies, thé accessibility of these rec- 
ords in the Social Service Exchange is a 
great help to the legal aid attorneys in 
getting information regarding their cli- 
ents. 

An annual sum approximating $350 is 
appropriated by the Community Union 
to cover the expenses of the Bureau. 
This amount varies from year to year 
with the success of the Community 
Union drive for funds. The Community 
Union also pays the office rent and light 
and telephone expenses. The $30 which 
the Bureau receives each month is ex- 
pended partly for incidental office needs, 
furniture, and books, and partly in pay- 
ment to the third-year staff members— 
about $1.00 per week to each. 


CONTINUITY AND SUPERVISION 


The annual turnover of personnel pre- 
sents the Bureau with its greatest prob- 
lem. Each year the new men must 


exercise judgment in handling cases 
without the benefit of experience or 
thorough knowledge of the Bureau’s 
history and policies. To supply con- 
tinuity to the program, supervision of 
the Bureau is necessary. For this pur- 
pose the Dane County Bar Association 
has a standing legal aid committee 
which meets with the student officers 
several times each year. ‘This is the 
committee to which the officers make 
their annual report and are responsible. 
Several members of the present commit- 
tee established the plan under which the 
Bureau now operates. These men, since 
the organization of the Bureau in 1931, 
have continued to help shape its policies 
by means of suggestions and criticisms. 
When a problem arises which indicates 
to the student staff that some changes 
in policy might be advisable, these pro- 
posed changes are first passed upon by 
the bar committee. 

The supervision by the bar also oc- 
curs in another form, concerning the me- 
chanics rather than the policies of the 
Bureau. A student staff member, not 
having been admitted to the bar, can- 
not appear for his client in courts of 
record. When it is necessary that a case 
be taken to such a court, the student 
prepares the case and calls upon some 
member of the Bar Association to act 
as “attorney of record” in that case. 
This attorney checks the student’s prep- 
aration of the case, calling attention to 
mistakes in pleading, and assuring the 
client of having his rights adequately 
protected. The student then accom- 
panies the attorney to court and fre- 
quently is allowed to participate to some 
extent in the court proceedings. The 
local judges have been most friendly 
and considerate towards the students 
appearing before them. 

Further supervision of the Bureau is 
provided by the Secretary of the Com- 
munity Union, Mr. Charles Birt, since 
the Bureau’s policies are guided by so- 
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cial welfare considerations as well as by 
legal considerations. In addition to 
meeting informally with individual stu- 
dent members to discuss their problems, 
the Secretary attends the students’ 
meetings with the bar committee, and 
assists in co-ordinating their activities. 

Participation by the law school is lim- 
ited to furnishing a faculty adviser, 
whose supervision is nominal but whose 
counsel is valuable. He acts as inter- 
mediary between the students, the bar, 
and the welfare agencies. The Madison 
Bureau has been fortunate in having 
Professor N. P. Feinsinger’s understand- 
ing and encouragement since its begin- 
ning. 


PoLicies 


As in all legal aid organizations, the 
rule is observed that no client who can 
afford to pay a lawyer is eligible for 
legal aid. The application of this rule 
differs from one organization to an- 
other, but it is probably most strictly 
construed in the Madison Bureau. The 
students and the bar committee have 
gradually established a set of rules as 
to what cases can be handled—rules 
which are arbitrary and quite inflexible. 
It is necessary that they be rigid, partly 
because the students are inexperienced, 
especially at the beginning of each 
school year, and cannot always exercise 
the best judgment; and partly because 
of a lingering skepticism concerning the 
legal aid idea which may still exist 
among a small minority of the members 
of the bar. 

The rules automatically determine the 
Bureau’s policy concerning the rejection 
or acceptance of applications for aid by 
would-be plaintiffs. They provide that 
‘all collection cases of $10 or under may 
be handled forthwith; that the student 
chairman may accept any case referred 
to the Bureau by a lawyer; that the 
chairman may in general accept any 
case where the applicant is on relief; 


and that the Bureau may handle any 
case referred to it by another legal aid 
society. The rules provide further that 
any case not falling in the above cate- 
gories must be offered to three attorneys 
chosen from an alphabetical list of the 
Dane County Bar Association members. 
Tf none of the attorneys called cares to 
take the case, the Bureau may then 
handle it. The Bureau is also author- 
ized to do any legal work which may be 
asked of it by the welfare agencies. 

The jurisdiction of the Madison Bu- 
reau is limited territorially to applicants 
living in Dane County, in which Madi- 
son is located. However, where cases 
are referred to the Bureau by other legal 
aid organizations, they may be handled 
even though the client is from another 
county or state, 

The rules of the Bureau prevent it 
from accepting criminal or bankruptcy 
matters. Many of the country’s legal 
aid bureaus do handle criminal cases, 
but that is not necessary in Wisconsin, 
since the law provides that the court 
shall appoint an attorney for the ac- 
cused if necessary. 


VOLUME AND TYPE OF CASES 


The success or failure of a legal aid 
society depends upon the efficacy of the 
services rendered by it. In addition to 
the duty which every attorney owes to 
his clients, a legal aid organization has a 
civic responsibility. The Madison Bu- 
reau performs these obligations in 150 to 
over 300 cases each year. This fluctua- 
tion has been directly proportional to 
the severity of the depression, with a 
time lag of about half a year. During 
1933-34, for instance, there were 327 
cases; in 1937—38 there were fewer than 
150; in 1938-39 there were 301. Part 
of this variance in the annual case load 
may originate, however, in the use by 
staff members of dissimilar methods for 
recording applications for legal aid. For 
example, some staff members do not re- 
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cord as “cases” the queries of applicants 
which can be easily answered, while 
others do. 

If a chart were made showing where 
the clients come from, it would be simi- 
lar to corresponding charts of other le- 
gal aid societies. That is, many of the 
clients are sent by government agencies, 
such as the District Attorney’s office; 
many come from welfare agencies; and 
some have heard of the Bureau from 
former clients. 

About one-third of the cases coming 
to the Bureau concern domestic rela- 
tions. Quite a few involve divorce, but 
because of the obvious danger in ac- 
cepting litigation of this nature no di- 
vorce case is taken without the approval 
of the Family Welfare Association and 
of the Dane County Divorce Counsel. 
The ratio of divorce cases to all others 
handled by the Madison Bureau is high 
because, as explained, the Bureau’s 
jurisdiction over other types of cases is 
strictly limited by the rules governing 
it. Few wage claims come to the Bu- 
reau, since the State Industrial Com- 
mission, with special powers, can settle 
these claims much better than the Bu- 
reau could. In general, the Bureau 
handles the variety of cases common to 
all similar organizations. 


APPRAISAL OF THE SERVICE 


An appraisal of the caliber of the 
service rendered to the clients by this 
type of Bureau shows that it is prob- 
ably only average. Sometimes cases 
are neglected by both client and counsel, 
chiefly because each student is in the 
office but one day a week except by spe- 
cial appointment. Aside from neglect, 
the student may lose interest in the case, 
especially, as frequently happens, when 
the country client can come only when 
the weather prevents him from working 
on the farm. Another obstacle is com- 
mon to most legal aid organizations: 
court costs requirements. The Family 


Welfare agency provides the costs in a 
few divorce actions, where its investi- 
gations indicate that such a measure is 
for the welfare of the community. The 
Bureau is studying ways and means of 
obtaining funds to advance court costs 
in a greater number of cases. 

The staff members are, after all, stu- 
dents and have not been admitted to 
the bar. Their incomplete legal train- 
ing often prevents them from rendering 
superior service, and their replacement 
by new men each year prevents the full 
application by them of the knowledge 
and experience they have gained. By 
the volunteer system which applies in 
the Madison Bureau, the students who 
are on the staff are those interested in 
educating themselves in practice and 
procedure. The net result is that the 
legal aid client probably receives treat- 
ment at the Bureau as good as or better 
than he would by depending upon the 
charity of some practicing attorney busy 
with cases more remunerative. 

The litigation service of the Bureau 
is not limited to justice court work; by 
the “attorney of record” system, cases 
may be taken to higher courts, and the 
Bureau is ready to go to the Supreme 
Court of the state if the case demand. 
The Supreme Court has demonstrated 
that it is willing to exercise its statutory 
discretion in scaling down costs for legal 
aid cases. 

Litigation occurs only in a small per- 
centage of the cases, as it does in all 
legal aid bureaus, and office work repre- 
sents the large part of the Bureau’s 
business. Controversial matters are of- 
ten settled, and advice-giving and the 
drafting of papers are important func- 
tions. Some applicants merely want to 
tell their troubles and worries to the 
staff members. No figures are kept on 
the amount of money collected for cli- 
ents, but this item would be small, be- 
cause the rules stringently curtail col- 
lection activities. 
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The Bureau represents not only indi- 
vidual clients but also the welfare agen- 
cies. Its duty to the agencies is as 
great as to its clients. Service to the 
clients is, indirectly, performance of 
the duty to the agencies. In addition, 
the Bureau stands ready to render legal 
service to the agencies directly, as well 
as to handle cases referred to it by them. 

The community benefits from legal 
aid service, because with it, only court 
costs stand between an impecunious citi- 
zen and legal assistance. The service to 
the community would be increased if 
more publicity were accorded the Bu- 
reau and more people knew of its pro- 
gram. The Bureau has enough stability 
now to justify more publicity, prefer- 
ably of a subdued nature. 

The cost of the Bureau’s contribution 
to the community is comparatively low. 
In a year when three hundred or more 
cases are taken, the average expense of 
a case may be as low as $1.50. This 
compares very favorably with the fig- 
ures issued by the bureau of any small 
city in the United States. 


RELATIONS WITH THE BAR 


The history of the Madison Bureau’s 
relations with the Bar Association shows 
that in the early years the Bureau’s lack 
of experience, coupled with the opposi- 
tion of some attorneys to the legal aid 
principle, prevented complete co-opera- 
tion. As seems to be the case in every 
community, a few attorneys opposed the 
legal aid idea on the ground that they 
themselves could and did do a fair share 
of charity work. Such a position was 
taken, particularly by younger attor- 
neys, not only through a sense of social 
consciousness but for the very practical 
reason that they felt that every client, 
whether or not able to pay a fee in the 
particular case, is a potential paying 
client at some future date, and is there- 
fore worth cultivating. 

Proponents of organized legal aid suc- 


ceeded in demonstrating that the prob- 
lem is not merely one of rendering ade- 
quate service, but also of offering a 
place to which applicants feel free to go. 
Under the charity plan, a person in need 
of legal services who was not acquainted 
with an attorney did not know where to 
go to have his case handled. To be 
sure, the problem is not so great in a 
smaller community, where more of the 
people are likely to know a lawyer. The 
proponents further pointed out that if 
a recipient of legal aid later had a pay- 
ing case (e.g., personal injury), that 
case would be directed by the Bureau 
to a private attorney; that the bar 
would be relieved of the burden of char- 
ity cases and yet would not lose the re- 
munerative cases. 

Today there is little or no friction 
between the bar and the Bureau. Some 
of the Bureau’s early opponents have 
become its staunchest friends. But the 
jurisdiction of the Bureau is so strictly 
limited that very few questions can pos- 
sibly arise regarding the Bureau’s ac- 
ceptance of cases. The Bureau, having 
operated carefully since 1931, has suc- 
ceeded in gaining the confidence of most 
of the members of the bar. The at- 
torneys are realizing that the Bureau 
in fact relieves them of some of their 
most burdensome charity work without 
depriving them of remunerative cases, 
and that it could handle more if more 
were sent to it by them. Having 
proved its worth and stability, the Bu- 
reau deserves the consideration of the 
bar in regard to increased jurisdiction. 
The existing rigid rules might well give 
way to broader discretionary powers in 
the hands of the student chairman. 


STUDENT EDUCATION 


Equally as important as the service 
which the Bureau gives to the commu- 
nity and the bar is the education gained 
by the student members of the staff. 
At the University of Wisconsin law 
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school, applicants for a degree must, 
under one plan, have served six months 
in an attorney’s office. Several times 
the question of giving the staff members 
“office credit” for their legal aid work 
has arisen. Each time they themselves 
have voted against the plan, feeling that 
student participation should be on the 
basis of interest rather than for credit. 
Although the legal aid staff members do 
not get “office credit” for their work at 
the Bureau, it is generally recognized 
that they get better experience there 
than students working in law offices, 
where little opportunity is given them, 
as a rule, to handle cases from begin- 
ning to end. 

As noted before, this article makes no 
attempt to compare the Madison type 
of bureau with the law clinic, but it may 
be mentioned that the Madison Bureau 
probably gives more intensive training 
to a few, while the clinic gives somewhat 
more extensive training to many. 


DEFECTS AND PURPOSES OF THE 
BuREAU 


Each year the Bureau becomes more 
firmly established, but this process is 
very slow, because no satisfactory solu- 
tion of its greatest shortcoming has yet 
been found. The annual turnover in 
personnel is the problem which is more 
acute in this Bureau than in a law clinic, 
where faculty supervision gives greater 
continuity. The inexperienced staff 
member in the Madison Bureau nat- 
urally makes mistakes in judgment in 
handling cases. He has not become 
familiar with the attitudes of the Bar 
Association or of the welfare agencies, 
nor can he know completely the his- 
tories of past experiences which are 
known to the bar and to the agencies. 
It is for these reasons that the bar com- 


mittee has had to set up the rules which 
regulate the conduct of the Madison 
Bureau. 

In addition to the lack of continuity 
from year to year, there is a certain lack 
of continuity from day to day. Only 
the chairman of the Bureau and the 
stenographer are in a position to be ac- 
qainted with all the cases. Even so, 
for the chairman to keep completely in- 
formed about the work of the staff mem- 
bers requires more time than most stu- 
dents can afford. Perhaps the chairman 
should receive some kind of a monetary 
award, because of which he would feel 
justified in spending even more time in 
supervising the daily operation of the 
Bureau. For some time the county Bar 
Association has contemplated donating 
money to the Bureau in the form of 
scholarships or awards to the chairman. 
The increased competition for the posi- 
tion might also improve the staff, which 
then would doubtless be more familiar 
with the Bureau’s policies and history, 
and with its position in the community. 
This familiarity would be a partial sub- 
stitute for the staff’s lack of experience, 
and thus the Bureau could be intrusted 
with more responsibility than it now 
has, especially at the beginning of each 
year. 

The Madison Legal Aid Bureau was 
established to benefit the community; 
to help the welfare agencies; to give 
service to the clients; to give training, 
experience, and a sense of social con- 
sciousness to the student staff members; 
and to assist the bar in meeting the re- 
sponsibility of seeing that no one is de- 
nied his day in court. It fulfills these 
purposes economically and with a meas- 
ure of success, thereby justifying its 
existence. It might well serve as a 
model for similar communities. 


Ralph von Briesen, LL.B., is a practicing attorney 
in Milwaukee, Wisconsin, and was student chairman 
of the Madison Legal Aid Bureau in 1937-38. 


Legal Aid Problems in a Rural County 


By FREDERICK J. TEMPLETON 


N CITIES of over 100,000 an elab- 

orate legal aid organization may be 
necessary. In towns of from 50,000 to 
100,000 a simpler device may fill the 
bill. In smaller communities and rural 
counties the task of providing this serv- 
ice is one which can be handled more 
effectively by a group of interested law- 
yers. 

The participation of law schools is 
generally impractical. Law schools are 
usually situated in the larger centers of 
population, and in the entire United 
States not more than half a dozen are 
located in rural cities. The need, while 
real, is sporadic and therefore cannot be 
fitted into the law school routine. 

In Carlisle, Pennsylvania, a city of 
10,000 population situated in Cumber- 
land County (population 67,000), the 
aid of the Dickinson School of Law was 
enlisted and a Legal Aid Clinic was or- 
ganized to meet on Saturday mornings 
in the main court room. Dean W. H. 
Hitchler assigned two seniors to the 
clinic each week and the work was su- 
pervised by a member of the bar. The 
impracticability of this procedure was 
then demonstrated. On some occasions 
there would be a plethora of applicants, 
on some occasions there would be very 
few, and on some occasions there would 
be none. This operation was continued 
for several months until the summer va- 
cation, and was not resumed upon the 
reopening of the school for the winter 
term. 

Lawyers are pre-eminently creatures 
of procedure, and are no doubt the most 
hidebound and conservative element in 
our population. They are seldom en- 
gaged in unorganized activities. In or- 
der for legal aid work to be undertaken 
by them it seems necessary that it be 
organized and directed by some active 
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and responsible head. A group of law- 
yers undertaking to perform this func- 
tion would tend to disintegrate, and in 
a short time each member of the group 
would be conducting a separate and dis- 
tinct clinic. It therefore seems neces- 
sary that this work be done under at 
least the auspices, if not the direction, 
of an organization like the bar associa- 
tion. Otherwise, the whole project 
would founder on the rock of lack: of 
co-ordination. 


Tue Bar ASSOCIATION COMMITTEE 


Bar associations have for some time 
realized the need for this service, and 
they are continually becoming more 
aware of its importance, At the meet- 
ings of county associations the matter 
can be brought up for general discussion 
and the benefit of the experience and 
ideas of all present may be had. The 
association may, by direct vote or by 
its president, appoint a committee with 
a responsible chairman. This method 
will afford an opportunity to spread the 
work among all the members of the 
association rather than leave it in the 
hands of a few, and will also permit the 
assignment of the work to the younger 
members of the bar who have the time 
to devote to it and are sufficiently capa- 
ble of handling it. The best plan is to 
have one chairman located in the county 
seat and several members from outlying 
communities. The chairman may then 
co-ordinate the work of the committee, 
assigning cases to the members nearest 
to the scene. The committee needs to 
be composed of at least five members, 
so that where one of the members is 
disqualified by reason of having repre- 
sented one of the litigants, the case may 
be assigned to another. 

The procedure of a fixed meeting 
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place at a fixed time, as used in larger 
communities, will not operate in rural 
communities, and this for several rea- 
sons: 

1. When the client comes from the 
extreme end of the county in the middle 
of the week looking for help, it is hard 
to tell him to come back Saturday morn- 
ing. He is usually poor and can ill af- 
ford to make the second trip. 

2. The client applying in the middle 
of the week often feels that his problem 
is of pressing importance and must be 
attended to at once. The more trivial 
its nature the more important it seems 
to him. If aid is delayed he will some- 
times attempt to remedy the matter by 
acting as his own lawyer, and make 
things worse. 

3. By the time the interviewer has 
explained to the applicant that legal aid 
can be had only on Saturday morning, 
he has usually heard the applicant’s tale 
of woe and he might just as well take 
the few minutes’ additional time and, if 
possible, finish the business. 

4, There is much lost motion in hav- 
ing a member of the bar remain on duty 
one morning a week and receive only 
two or three applicants or maybe none. 


DETAILS OF OPERATION 


It is necessary that the availability of 
legal aid be more widely known, for 
obvious reasons. ‘The county news- 
papers will usually be found co-opera- 
tive, and are always interested in pub- 
lishing matters of local interest. There 
will be no difficulty in securing front 
page news articles on the opening of the 
clinic. The matter should also be spe- 
cifically brought to the attention of all 
magistrates within the county. The 
country justice of the peace occupies an 
unusual position. He is not only the 
dispenser of law but usually he is also 
the dispenser of information and advice 
about the law, and all too frequently he 


is not qualified to perform the latter 


function. If he knows that free legal 
service is available when required, he 
will then refer difficult problems to the 
clinic rather than attempt to unravel 
them himself. 

In communities that are too small to 
boast of any other organized group, 
there will be found Posts of the Ameri- 
can Legion. In Pennsylvania the sym- 
pathy and co-operation of the Legion 
Posts have been secured in this problem, 
and each Post has been requested to 
appoint a legal aid officer. Since this 
group truly represents a cross section of 
the American public, many situations 
which would otherwise be unknown are 
brought to the attention of the proper 
parties, and the Legion Posts are an in- 
valuable aid to the functioning of a Jegal 
aid clinic. 

One of the most frequent inquiries 
encountered in this connection is as to 
where the money is to come from to 
keep the clinic in operation. The an- 
swer is that there is almost no such 
problem, because there is almost no ex- 
pense. No offices are rented, no legal 
help employed, no stationery printed, 
and the persons interested in the work 
already have telephones. There is a 
slight expense for postage, and if that 
becomes heavy enough to justify it, the 
bar association can well afford to meet 
it from its general treasury. 

Many inquiries are also received as to 
how the worthiness of the applicant is 
verified. The applicant is usually re- 
ferred to the clinic by some responsible 
person who knows whether or not the 
applicant can afford to employ counsel. 
Furthermore, in rural communities ev- 
erybody knows everybody else’s busi- 
ness, and it is almost impossible that an 
applicant should be able to deceive the 
examiner as to his ability to pay for 
counsel. 


THE NEED 
Legal aid is as much needed in rural 
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communities as in cities, if not more so. 
This results from a variety of causes: 

1. The countryman is usually not so 
well educated as his city cousin. Until 
recently, country schools have opened 
late in the fall and closed early in the 
spring, so that growing boys might be 
of valuable help on the farm when the 
farmer was at his busiest with planting 
and harvesting. The one-room country 
schoolhouse (xot a thing of the past, by 
any means) has many good points, but 
it cannot compare in educational results 
with the graded schools of the towns 
and cities. Only a small proportion of 
our rural population have the advantage 
of more than a grammar school educa- 
tion. This lack is perhaps reflected in 
their reading habits. The local paper, 
a church magazine, and a farm maga- 
zine are about the maximum of reading 
material received. The minimum is 
nothing, and the great majority of ap- 
plicants for legal aid read nothing what- 
ever, regularly. 

2. Country people are less sophisti- 
cated. This state of. mind is so well 
known that it hardly bears explanation. 
Limited human contact produces this 
result, with lack of general reading con- 
tributing substantially. The clever 
crook no longer waits until Reuben 
comes to the city to sell him the modern 
gold brick. The best harvest is obtained 
by personal call at a rural home. 

Known to the trade as the “check- 
back,” a lucrative racket has been in 
operation in rural communities for the 
past ten years. It requires a list of 
stockholders of one or more defunct cor- 
porations. The salesman calls upon his 
intended victim and conveys to him the 
good news that his supposedly worthless 
stock now has a value and that the sales- 
man can find a market for it. How- 
ever, the deal is not to be cash. The 
value of the stock is to be applied to 
the purchase of stock in a new corpora- 
tion which is certain to pay wonderful 


dividends, oil “royalties” on Texas oil 
lands which will make the holders rich, 
or lots in New Jersey which will soon 
triple in value. For years the law en- 
forcement authorities have been endeav- 
oring to stamp out this racket, with lit- 
tle result. 

One destitute widow who had parted 
with a good $1,000 bond to a glib 
stranger was asked why she did not 
consult a banker or a lawyer. She said 
she had no bank connection and knew 
no lawyer. When the salesman said, 
“You know, Mrs. Oatfield, I would not 
take any advantage of a widow,” she 
felt safe and surrendered the security to 
him. (Yes, she got it back—by acci- 
dent. The salesman was arrested the 
next day on another charge, and when 
searched, the bond was found in his 
possession and returned to the owner.) 

This Jack of contact leaves the rural 
citizen bewildered when confronted by . 
a legal problem. A person living in a 
city will ordinarily belong to a lodge, a 
church, or a political organization, hav- 
ing at least one lawyer in its member- 
ship. The problem will also be talked 
over with other people in the same walk 
of life and often some solution will be 
suggested, or someone will know of a 
similar situation having happened be- 
fore. The means to resolve the problem 
are not so readily available in the coun- 
try. Our country friend will discuss the 
matter with his wife, or a relative, who 
knows no more than he does, and some- 
times he will seek out a justice of the 
peace, whose intentions may be good 
but whose ignorance of the law may be 
complete. 

Under these circumstances the wrong 
thing or nothing may be done, but the 
right thing will usually not be done. 


Type OF PROBLEM 


The problems presented are many 
and varied, and perhaps only one class 
is common to city clinics—wage claims. 
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There will always be disputes between 
employers and employees, and country- 
men are no exception. Frequently there 
will be a misunderstanding of the con- 
tract of employment. This can be un- 
raveled only by practically remaking 
the contract in accordance with estab- 
lished usage and equity and by then 
prevailing upon the parties to accept it. 
Where, however, it is apparent that a 
grasping employer is attempting to de- 
prive his hireling of his honest wages, 
the best procedure is to institute suit 
before a justice of the peace. On the 
other hand, where it seems that a dis- 
charged and disgruntled laborer is in- 
flating his claim, it is well to dismiss his 
claim summarily. In small communities 
the reputation of the parties will often 
be an index to the facts. 

Many problems are peculiar to the 
country, such as: the straying hog and 
the damaged corn crop; boundary line 
disputes and the question as to who 
shall fence which part of a common 
boundary line and when; and the per- 
ennial disputes about farm leases and 
the doctrine of the “way-going crop.” 
These are handled by a studious read- 
ing and explanation to the erring party 
of the pertinent Acts of Assembly and 
a full discussion of the local custom and 
usage, with which every country practi- 
tioner is quite familiar. If the point be 
a close one, sometimes well-known and 
representative farmers will be asked to 
state the custom. 

About 50 per cent of the problems 
will fall in the above classes. The re- 
mainder are as diversified as can be, 
and it would be impossible to catalogue 
them. Cases of downright oppression 
will be found, for the city has no monop- 
oly of wickedness, and evil hearts are 
to be found “far from the madding 
crowd.” 

Typical of this is an instance of a 
well-to-do farmer.who cut down a row 
of locust trees growing along his bound- 


ary line. He felled them So that they 
fell into the wheat field of his poor 
neighbor, a tenant farmer. The wheat 
was dormant, but the trees were so 
heavy that they left deep impressions 
in the soft soil and of course destroyed 
the prospects of a crop where they had 
fallen. In this instance an inquiry as 
to the facts and a vigorous remonstrance 
over the telephone (a party line, of 
course) was all that was needed to bring 
about a speedy settlement. 

Domestic difficulties are encountered. 
Depending upon circumstances and 
gravity, they are referred to the district 
attorney or an attempt is made to recon- 
cile the couple and adjust their differ- 
ences. (Note well the word “attempt.” 
So far the writer has not known of one 
such adjustment that stayed adjusted 
for more than a few months. But hope 
springs eternal.) 

There are always a certain number of 
paternity cases. Farm girls are hardly 
less virtuous than their city sisters, but 
they seem much more prolific. These 
cases are invariably referred to the dis- 
trict attorney. Without charge for his 
services he arranges a financial settle- 


‘ment (averaging about $300) or prose- 


cutes the putative father. Upon a plea 
of guilty or conviction, the court sen- 
tences the defendant to pay a small 
weekly sum for the support of the child 
until it becomes sixteen or eighteen 
years of age. In passing, it may well 
be noted that pleas of not guilty result 
in conviction almost as a matter of 
course. County juries disregard alibis, 
evidence of promiscuity, and other de- 
fenses, and the formula of a baby plus 
the mother’s testimony plus her declara- 
tion im extremis result in a certain con- 
viction. 

Sometimes the situation is varied by 
arrangements for what has come to be 
known as a “military wedding.” Here, 
again, the district attorney officiates in 
giving the groom away. 
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Not infrequently there are complaints 
of slander, or, as it is usually called, 
“slurring.” This may sound trivial 
when in reality it is a very serious mat- 
ter. One active detractor may spread 
the report that another person is a thief 
so diligently as to hamper the latter in 
securing farm work. - The remedy is to 
call in the offending person and inquire 
as to what actual knowledge he has that 
the other is a thief., Any defiant atti- 
tude will quickly change when it is ex- 
plained that a criminal prosecution for 
larceny can (and will if necessary) be 
started, not against him but against the 
other person, and that he will be called 
before a justice or the Grand Jury and 
‘compelled to testify under oath as to 
the facts upon which his reports are 
based. 


WITCHCRAFT 


It is well known that belief in witch- 
craft still flourishes in the country. In- 
deed, almost all who have carefully 
noted this phenomenon have come to 
the conclusion that it produces some 
absolutely unexplainable results. Its 
practice is mostly restricted to the treat- 
ment or prevention of disease, and in- 
jury of man, beast, and crops; but it is 
believed to be sometimes used as a po- 
tent weapon for evil, and it is only that 
aspect which creates a legal aid prob- 
lem. A few examples may reflect the 
situation more clearly than explana- 
tion. 

One woman of about sixty-five or 
seventy years has been apprehensive of 
having spells cast on her by evilly dis- 
posed neighbors for the past ten years. 
Several times each year she has called 
to tell me of her supposed danger. 
Needless to say, she is really frightened, 
and her fears are not to be laughed 
away or ridiculed. I discuss the matter 
with her freely and assure her that no 
one can cast a spell on her that I cannot 
remove. After repeated assurances that 


I can and will protect her from such evil 
influences, her mind is at rest and she is 
satisfied for the time. Sometimes she 
sends her husband to see me, and he 
conveys to her my verbal reassurances. 
Once I gave him a letter to her. She 
read it over and over until it was worn 
out, and I did not hear from her again 
for over a year. 

Then there was the interesting case of 
the Wicked Magician. A local citizen 
became interested in parlor magic and 
finally became quite adept. His talents 
were in great demand at entertainments, 
church and lodge shows, and other such 
occasions. He came to me and stated 
that he had learned that one of his 
neighbors, Bill H., was accusing him of 
casting spells. He had tried to clear up 
the situation by showing Bill that his 
magic was merely sleight-of-hand tricks. 
This only made the situation worse. If 
Bill had had any doubts before, now he 
was sure. This was shortly after the 
York County, Pennsylvania, “hex” mur- 
der, and our magician friend was gen- 
uinely worried for fear that he might 
meet the same fate. In fact, he had 
heard reports that Bill was considering 
using a shotgun to rid himself of the 
annoyance. 

At my invitation, Bill came to see me 
promptly. He explained that the ma- 
gician was sending electric currents 
through his body by a species of what 
we would now call remote control. 
When he would be sitting quietly at 
home trying to read’ the evening paper, 
he would suddenly receive an electric 
shock. Or it might strike him as he was 
about to go to sleep, at the table, or any 
other time. When asked if he had 
sought any advice or treatment, medi- 
cal or otherwise, he disclosed that he 
had sought relief from two different 
sources: one a “powwow” doctor, and 
the other a dusky practitioner of voo- 
dooism. Investigation of these two 
worthies confirmed his story. The first 
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had “tried” for him unsuccessfully, and 
the acts of the second had been of no 
more avail. 


Bill was told that his trouble seemed. 


to be a peculiar type of nervous disease, 
and that a free consultation with a spe- 
cialist could be arranged. Bill was will- 
ing, so I telephoned to the nearest State 
Hospital and asked the superintendent, 
an exceptionally able psychiatrist, to ex- 
amine him. The doctor agreed and I 
made an appointment for the next day 
for Bill. I asked if he drove a car and 
he said that he did not, but that his 
brother would drive for him. The hos- 
pital was located on the outskirts of a 
nearby city, and I gave him explicit 
directions for reaching it and told him 
for whom to ask. 
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Bill did not put in an appearance 
again, and some time later, meeting him 
on the street, I asked him why. He 
told me that my telephoning about his 
case had been sufficient to break the 
spell, and since he was cured, it seemed 
better to forget all about it. Months 
afterwards I learned from another 
source that his brother had actually 
driven Bill to the hospital. They drove 
through an impressive gateway and 
through the spacious grounds to the 
administration building. As they drew 
up to it the brother exclaimed, “Bill, 
this is the nut-house!” Bill said, “Step 
on the gas; I’m cured.” The recovery 
was complete and permanent, and the 
episode was ended to the satisfaction of 
all concerned. 


Frederick J. Templeton, LL.B., Carlisle, Pennsyl- 
vania, is chairman of the Legal Aid Committee of 
the Cumberland County Bar Association and of the 


County Council of the American Legion. 


He has 


previously served as solicitor to the Cumberland 
County Poor Board, solicitor to the sheriff, district 
attorney, and vice-president of the Pennsylvania Bar 


Association. 


National Aspects of Legal Aid 


By Jonn S. Brapway 


RGANIZED legal aid work in the’ 


United States was brought into 
being in 1876. Until 1911 it was con- 
sidered a local problem. Each of a 
handful of cities established and sup- 
ported a legal aid society, but there was 
comparatively little contact or exchange 
of ideas among them. ` 


Tue First Pertop—1911—1923 


In 1911 the national aspects of the 
movement were recognized when repre- 
sentatives of fourteen local societies met 
in Pittsburgh for their first national con- 
ference. The records indicate the eager- 
ness with which these hardy pioneers 
surveyed the national scene. In 1912 
they came together for a second meeting 
in New York and organized the Na- 
tional Alliance of Legal Aid Societies. 
Its purposes were “to give publicity to 
the work of the Legal Aid Societies of 
the United States, and to bring about 
co-operation and increased efficiency in 
their work and encourage the formation 
of new Societies.” Publicity, co-opera- 
tion, efficiency, and promotion of the 
work are the significant ideas which ap- 
pear in the records of these two meetings 
and the subsequent ones in Chicago 
(1914) and Cincinnati (1916). Leon- 
ard McGee, then attorney for the 
New York Legal Aid Society, speak- 
ing in 1922 of this stage of the work, 
said: 


I believe that the period prior to the war 
was a golden age in legal aid work. The 
whole movement seemed just about ready 
to come into the fullness of its opportunity. 
It was standing on the shores of great 
achievement. .. . Among the younger men, 
those in direct charge of the work, was an 
astonishing strong group of attorneys. We 


were bound together by common ideas and . 


by ties of personal friendship which ex- 
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tended across the continent... . When the 
war ended this group was scattered. 


Common ideas and ties of personal 
friendship were, and have been, the 
backbone of the national growth. 

In 1919 Reginald Heber Smith pub- 
lished Justice and the Poor—a study of 
the present denial of justice to the poor 
and of the agencies making more equal. 
their position before the law, with par- 
ticular reference to legal aid work in the 
United States. The necessary impetus 
for a new start was provided. In 1922 
a second generation of legal aid attor- 
neys gathered in Philadelphia, found the 
National Alliance an inadequate vehicle, 
and appointed committees to improve 
the situation. One of these committees 
said: 


In this report we do not debate or argue 
the need for a strong national organization. 
The lack of it in the past has retarded legal 
aid development. That is a fact known to 
everyone, 


In 1923 a new agency, the National 
Association of Legal Aid Organizations, 
arose out of the experience of the earlier 
body. Its purposes are 


to promote and develop legal aid work, 
to encourage the formation of new legal 
aid organizations wherever they may be 
needed; to provide a central body with de- 
fined duties and powers for the guidance of 
legal aid work, and to co-operate with the 
judiciary, the bar and all organizations in- 
terested in the administration of justice. 


To the earlier concepts and objectives 
were added the broader obligations of 
national leadership and guidance within 
the legal aid field and co-operation with 
other national agencies engaged in fur- 
thering parallel. programs. Thinking 
about the nature of legal aid work had 
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passed through several states: it was a 
proprietary enterprise; it was a charity; 
it was like a charity except that it dis- 
pensed a commodity known as justice. 
There is now general agreement that it 
is an integral part of the professional 
movement within the bar to promote 
the administration of justice. 

The 1923 meeting was a historic occa- 
sion. The late Elihu Root wrote a let- 
ter in which, among other things, he 
said: 


It becomes every year more evident that 
“something is wanted to establish a contact 
between the system of administering jus- 
tice, of which we are so proud, and the 
very people who need it most... . We need 
a national body which can act itself in ac- 
cordance with the authority derived from 
the local societies. I think that is plainly 
the next step toward promoting genuine le- 
gal aid and especially towards preventing 
the plunder of the poor under the false pre- 
tense of legal aid. 


The late Chief Justice William How- 
ard Taft wrote: 


I have thought over the matter of which 
you spoke to me, and I shall be very glad 
to be the Honorary President of the Na- 
tional Association of Legal Aid Work. I 
shall regard the position as one of honor. 
If my name by reason of my position can 
help you, I am glad to lend it. 


Chief Justice Charles Evans Hughes 
is the present Honorary President of the 
Association, and its work has received 
commendation by many outstanding 
judges and leaders of the bar. 


THE SECOND Pertop—1923-—1934 


From 1923 to 1934 the committees of 
the National Association cleared much 
ground on three fronts: internal admin- 
istration, cases recurring in great num- 
bers, and public relations. 

The question as to how to maintain 
the quality of legal aid work on a high 
plane could not be answered until a 
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standard was set up. Three committees 
—on records, on financial accounting, 
and later on standards—approached a 
mass of individual local customs and 
practices and, after a time, brought the 
whole into at least a semblance of order. 
The Committee on Records sought and 
found a uniform classification of data: 
as to case—source, nature, and disposi- 
tion; as to client—social, economic, and 
civic status. The Committee on Finan- 
cial Accounting devised a set of office 
rules and practices for keeping track of 
money for operation expenses and cli- 
ents’ funds. The Committee on Stand- 
ards, appointed in 1931, functioned ac- 
tively during the following three years 
and produced two interesting codes— 
one denominated Standards and the 
other Ideals. 

Once uniform records were available, 
annual statistics showed that certain 
types of legal problems recurred with 
great frequency and that others, while 
fewer in number, caused particular 
hardship to clients. The committees 
proceeded to examine the data, both as 
to problems and as to experimental an- 
swers, supplied by the member societies. 
Remedies and preventive devices were 
sought. Solutions were found in the di- 
rection of internal administrative spe- 
cialization and legislation. The expe- 
riences in workmen’s compensation and 
criminal cases provide examples of the 
first type of solution. In several of the 
larger legal aid offices, experts in work- 
men’s compensation law have attained 
a degree of efficiency comparable to 
that of the lawyers who represent in- 
surance carriers for employers. Simi- 
larly, other specialists under the title of 
Voluntary Defender or Public Defender 
supply to poor persons accused of crime 
a quality of legal service not inferior to 
that of the district attorney who repre- 
sents the state. 

Recurring cases which seemed to call 
for legislative measures were in another 
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category. Among them were: matters 
where the client did not have money 
enough to pay court costs; small wage 
claims where the client needed his 
money at once rather than after pro- 
tracted litigation; other small debts 
as to which the client would despair 
of making collection because delay, 
expense, and complexity of procedure 
created a barrier behind which unscru- 
pulous debtors might hide; domestic dif- 
ficulties of every kind and nature in 
which the orthodox court procedure, 
with its tradition of litigation as a sub- 
stitute for ordeal by battle, was not 
equipped with sanctions and techniques 
adequate for the task; loan shark cases 
where, in spite of statutes limiting in- 
terest rates to 6 per cent per annum or 
thereabouts, the small borrower who 
needed $300 or less was paying 240 per 
cent interest or as much higher as his 
needs and the greed of the lender could 
force him to pay. 

The Legal Aid Committee of the 
American Bar Association sponsored the 
drafting of a model bill providing for a 
procedure to excuse the poor litigant 
from the payment of court costs and fees 
in certain cases. The National Associa- 
tion co-operated. A model bill for the 
collection of small wage claims was pro- 
duced by the joint efforts of the Legal 
Aid Committee of the American Bar As- 
sociation, the Association of Govern- 
mental Labor Officials of the United 
States and Canada, and the National 
Association. Legal aid societies in sev- 
eral cities fought valiantly in support of 
proposals to establish small. claims 
courts. Similar interest and enthusiasm 
in support of domestic relations courts 
were evidenced. The services of legal 
aid societies in providing evidence of 
violations of the laws against usury, and 
thus aiding in rousing public sentiment 
against the loan shark, were particularly 
outstanding. Briefs in cases on appeal 
were provided. In all these cases com- 
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mittees of the National Association 
functioned, gathered information, served 
as a clearing house, and made practical 
recommendations for solutions. The re- 
sults of some of this activity will þe 
found in the Standards and Ideals al- 
ready referred to. 

In the foregoing list the process of 
trial and error has produced what ap- 
pear to be acceptable solutions of the 
problems. The present task of legal 
aid work is promotional—to persuade 
the legislature or the community chest 
or some key agency to adopt the proven 
remedy and set it in operation. There 
are other types of cases in which even 
the theory of solution is still not clear. 
As to them, a community is fortunate to 
have a legal aid society as an impersonal 
and unbiased experimental laboratory. 


Public relations 


The problem of public relations, at 
first of minor importance, became, dur- 
ing the years, increasingly significant. 
The growth of confidence on the part 
of the general public in the work can 
be measured by the increase in the funds 
available for operation expenses, and in 
the number of applicants. In 1922 the 
public donated $328,000 to finance the 
work; in 1934 the sum was $566,000. 
In the same years the number of ap- 
plicants increased from 130,000 to 
306,000. 

But even more significant was the 
growing realization on the part of legal 
aid workers that in addition to the 
purely legal problems of their clients 
there were social and economic diffi- 
culties. Unless they could be solved, 
the technical legal answer might be ac- 
curate but of little practical value. To 
solve these other problems it was neces- 
sary to enlist the co-operation of other 
professional groups. Contacts with the 
bar, with social agencies, and later 
with law schools were established and 
strengthened. 
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In the field of relations with the bar 
it was necessary: to establish practical 
national rules to mark the extent of le- 
gal aid jurisdiction; to draw the line be- 
tween those cases which a legal aid so- 
ciety should handle and those which it 
should decline; to establish some ma- 
chinery for seeing that the refused cases 
reached reputable lawyers; to decide on 
a policy for reasonable limitations upon 
the acceptance of certain types of cases 
such as divorce, personal injury, and 
bankruptcy. Equally important was 
the task of clarifying the theoretical 
relationship between the two groups. 
During this period of activity of the 
committee it agreed upon certain prop- 
ositions, such as that legal aid work is 
part of the administration of justice and 
that it should receive the support of the 
organized bar. The task of convincing 
the bar of the need for its co-operation 
progressed slowly but steadily. 

Beginning in 1923, several papers on 
the subject “Social Work and the Law” 
or some kindred topic were read at ses- 
sions of the National Conference of So- 
cial Work. Later, in 1928, a committee 
of the National Association inaugurated 
an annual program at the National Con- 
ference meetings. For several years this 
committee also devoted an entire day to 
an informal discussion of mutual prob- 
lems with a similar committee of the 
Family Welfare Society of America. 
Among the questions considered were: 
the standards of ethics of a lawyer and 
those of a social worker; the use of the 
social service index by a legal aid soci- 
ety; whether a legal aid society is a law 
office or a social agency. The following 
statement of principle was adopted in 
1934: 


The substance of this philosophy is that 
the legal aid movement is a part of the 
great enterprise of co-ordinating law with 
the other social agencies; that legal aid 
work is somewhat like a buffer state with 
law on the one hand and social work on the 
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other; that therefore, because of the nature 
of their support and the class of persons 
served, legal aid organizations are definitely 
charged with a relatively higher degree of 
social responsibility in their communities 
than private law offices; and that legal aid 
work can be of tremendous value to other 
social agencies in furthering their purposes 
by becoming the medium by which the 
force and sanction of law can be applied to 
social problems and by initiating and pro- 
moting remedial legislation for the protec- 
tion of their mutual clientele. 


Relationship with law schools was 
sought by another committee, with the 
double purpose of giving law students 
training in the art of practicing law un- 
der conditions calculated to develop 
their innate idealism in professional ac- 
tivities, and interesting them in their 
later years in becoming members of 
staffs or boards of directors of legal aid 
societies, or well-informed friends of the 
movement. The establishment of sev- 
eral legal aid clinics resulted. 

A word should also be said on the 
subject of promotion. Various devices 
of the written and spoken word were 
employed to tell people of the signifi- 
cance of the legal aid movement: a news 
letter, national bulletins, committee re- 
ports, and the proceedings of the na- 
tional conferences. State associations 
of legal aid organizations were set up. 
At least two of these—the New Eng- 
land Legal Aid Council and the West 
Coast Conference of Legal Aid Societies 
—are still functioning. The period 
from 1923 to 1934 shows definite gains 
in the quality and the quantity of the 
service. 


Tar Tuirp PErrop—1934—1939 


The third period runs from 1934 to 
date. During this period the number 
of societies has increased to 85. The 
applicants, as a result of the depression, 
reached the all-time high of 331,970 in 
the year 1933; the number was 267,416 
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for 1938. The contributions from the 
community in 1938 were $687,541.95. 

The immediate tasks were to use the 
acquired technique in promotional en- 
deavors, to cope with new types of cases, 
and to extend and strengthen contacts. 
It appeared that the various committees 
had substantially performed the tasks 
for which they were appointed. As a 
step toward the newer problems, the old 
committee system was abolished and a 
new plan adopted. The National Con- 
ferences substituted questions of present 
interest to the member agencies for im- 
promptu discussion in place of com- 
mittee reports. Only four committees 
remained: Internal Administration; Re- 
lations with Other Agencies; Specialized 
Types of Cases; and Publicity and Fi- 
nance. 

More stimulating meetings resulted. 
Later a further plan was tried: one ses- 
sion was allocated to the needs of the 
host society, to be used primarily for 
advancing its interests; in a second, 
some major topic, such as relations with 
the bar or with the small wage earner, 
was discussed; in a third, any delegate 
might raise any question of general in- 
terest that bothered him. 

New types of cases which arose in 
such numbers as to attract particular 
attention were: installment purchasing 
contracts; claims under exemption and 
similar statutes enacted for the relief 
and protection of debtors; and cases in- 
volving the welfare of children. The 
enormous growth of installment sales 
has produced a situation somewhat anal- 
ogous to the loan shark conditions of 
an earlier day, and with similar abuses. 
Assuming that the legislative approach 
will yield results, a committee has been 
at work on the available data. Another 
committee has studied the cases in 
which the debtor is desirous of paying 
but is so burdened with creditors as to 
be bewildered. The problems of chil- 
dren relate to both their custody and 
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their estates. Proper solution requires 
contact with social agencies. The mat- 
ter has received considerable attention. 

In the field of relations with the bar, 
two significant factors made legal aid 
work the obvious answer to the need 
of the profession for a humanitarian 
program—the depression and the radio 
program entitled “The Good Will 
Court.” The economic condition of the 
bar induced a program of prosecuting 
lay individuals and agencies who prac- 
ticed law without a license. The radio 
program was regarded by members of 
the legal profession as improper adver- 
tising of the relationship between at- 
torney and client, and was discontinued. 
The public thereupon inquired what the 
organized bar, having thus announced 
its exclusive proprietary right to the 
field of law practice, was prepared to 
do for those clients who could not af- 
ford to pay a fee. The obvious answer 
was the legal aid society. The following 
excerpt from the Report of the Legal 
Aid Committee of the American Bar 
Association for 1938 shows how this an- 
swer is integrated with other move- 
ments: 


Legal aid work is a community service; 
to make it successful the contributions of 
many interested groups are essential. Some 
of these contributions may be listed: lead- 
ership, funds for operation expenses, cli- 
ents, qualified staff members, a specialized 
technique. The bar association committee 
which proposes to establish legal aid work 
in a given community need not be alarmed 
by this list. Its primary task is leadership. 
It may develop and co-ordinate the rest by 
co-operation with other groups. Funds for 
operating existing legal aid societies are 
now obtained from community chests, 
civic-minded individuals, city treasuries. 
There is no mystery about the matter— 
merely developing co-operation with an- 
other group. The Bar need not, itself, bear 
the full burden of expense. Legal aid cli- 
ents are like other laymen in their unwill- 
ingness to entrust their lives, property and 
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' personal affairs to lawyers in whom they 
do not have confidence. A legal aid com- 
mittee of a bar association must develop 
that public, confidence. This is most read- 
ily attained by establishing cordial co-op- 
eration with agencies in which the legal aid 
client class already has confidence, social 
agencies, governmental officials, members 
of other professional groups. Trained staff 
members make for efficiency. The bar as- 
sociation committee can hardly expect to 
do ‘the training itself. Eligible men are 
available who have been trained in legal 
aid clinics in a dozen approved law schools. 
With encouragement from and co-operation 
by the Bar, more such men will be available 
in larger numbers in the future. Finally, 
legal aid societies have developed, to a high 
degree, the technique of their work. It is 
available to a bar association committee 
which desires to seek aid. 


It is apparent that the third period in 
the life of the National Association is 
and will be quite different from the pre- 
vious periods. Obviously, promotion is 
the essential timely task. Through co- 
operation between the Legal Aid Com- 
mittee of the American Bar Association 
and the National Association, this task 
should rapidly move forward to comple- 
tion. The objective of the movement 
has been stated by the Legal Aid Com- 
mittee of the American Bar Association 
as follows: 


The ultimate goal is this: Every man, 
woman and child in the United States shall 
receive protection in every legal right and 
redress for every legal wrong. No man, 
woman or child in the United States shall 
be denied his day in court because of pov- 
erty nor shall he be unable to obtain com- 
petent legal advice and assistance, even if 
he is unable to pay for it. 


THE FUTURE OF THE NATIONAL 
ASSOCIATION 


Three problems presently confront le- 
gal aid work in its national aspects: 
lack of finances, promotion, and new re- 
cruits, Whether the needed money is to 
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come from public or private sources is 
a momentous question. In theory, the 
administration of justice is a public 
function, and in a democracy should be 
supported from the public treasury. In 
practice, the history of publicly sus- 
tained legal aid bureaus is full of ex- 
amples where, for political reasons, 
promising and flourishing enterprises 
have been unceremoniously cut down in 
their prime, and hardship has resulted 
to their clients and to those persons who 


-had to start building a new agency on 


the ruins of the old. The question is 
still unanswered. 

Perhaps the most forward-looking ex- 
periment in this direction is a statute * 
passed in 1939 by the legislature of the 
state of Washington, which provides for - 
money from the public treasury to be 
expended under the direction of the in- 
corporated state bar. 

Promotion depends first upon answer- 
ing, by fact-finding surveys, the question 
as to whether in a given community 
there is a need. Thereafter, the other 
necessary information is available. 

New recruits should be increasingly 
available as law teachers come to see the 
amount of time and fumbling which can 
be saved law students if they are taught 
to practice law in legal aid clinics as 
against the traditional custom of open- 
ing one’s own law office or taking a 
position as a clerk in a large law firm. 
The proponents are properly pleased 
with the progress made, but there is 
still a long road ahead, and one cannot 
estimate all the possible obstacles. 

The Association itself is of increasing 
value. During the first period of the 
national movement (1911-23) the im- 
mediate objectives were seen to be to 
improve technique and establish more 
societies. During the second period 
(1923-34) the value of a strong na- 
tional association was demonstrated; 

ł Session Laws of the State of Washington, 
1939, Chap. 93, p. 253. 
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standards were adopted and some con- 
tacts with other professional groups 
were made. In the third period, a ma- 
tured movement seeks to establish some 
form of legal aid service everywhere, 
so that the equal protection of the law 
may be a reality in the lives of our indi- 
vidual fellow citizens without regard to 
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Legal aid work as a national move- 
ment is an essential part of the duty of 
the legal profession to promote justice. 
It is a humanitarian movement in the 
public relations field of the bar. But 
it is also a forum in which the inter- 
professional problems of the law and 
other fields of economics and sociology 


the social and economic class to which 
~ they belong. 


may be worked out in the interest of the 
general public. 
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rector of the Legal Aid Clinic at Duke University, and 
secretary of the National Association of Legal Aid Or- 
ganizations, He is author of “Work of Legal Aid 
Committees of Bar Associations” (1938) ; “Growth of 
Legal Aid Work in the United States” (with Reginald 
Heber Smith, 1936); and numerous other books and 
articles on the subject of legal aid work. He is editor 
of three previous volumes of THE ANNALS: “Legal Aid 
Work” (with Reginald Heber Smith, March 1926); 

: “Progress in the Law” (March 1928) ; and “Law and 
Social Welfare” (September 1929). 


Interest of the American Bar Association in 


Legal Aid Work 


By REGINALD HEBER SMITH 


LTHOUGH legal aid work was 

started in this country in New 
York in 1876 and the American Bar 
Association was organized at Saratoga 
Springs in 1878, the two never met un- 
til 1920. This was strange, because 
legal aid work is an indispensable ad- 
junct to the administration of justice, 
and the primary object of the American 
Bar Association is to study the admin- 
istration of justice in all its aspects and 
to work for its constant improvement. 

The simple truth of the matter is that 
the legal aid movement was itself not 
conscious of its essential importance. 
It had grown up in different cities as 
local agencies. Not until 1911 did the 
various legal aid societies realize that 
their work was of national concern; in 
that year they came together at Pitts- 
burgh and took the first steps towards 
forming a national association—a proc- 
ess that was not completed until 1923 
when the National Association of Legal 
Aid Organizations was formed at Cleve- 
land. 

As legal aid had never knocked on its 
door, the American Bar Association re- 
mained entirely unaware of its exist- 
ence. Many of its members were active 
workers in the legal aid field, they were 
serving as members of boards of direc- 
tors of legal aid societies, they were 
raising money, and they were giving 
freely of their time. But they also 
thought of legal aid as a local, and not 
a national, matter. In logic, both great 
movements should have gone along hand 
in hand from the very outset. In fact, 
both had to grow to maturity before 
they could become efficient working 
partners. 

Thus, no blame can be attached to 


anyone. The best proof of this is that 
when legal aid finally did knock, the 
American Bar Association opened its 
door at once and opened it wide. 


A Quick REACTION 


In the fall of 1919 the Carnegie 
Foundation published its Bulletin 13 
under the title Justice and the Poor. 
It was accorded front page space by 
newspapers throughout the country, it 
elicited much editorial comment, it was 
praised and damned, but, whatever its 
merits or demerits, it served to bring 
legal aid into the consciousness of the 
public and the bar. The book argued 
for these basic principles: (1) the Con- 
stitution of the United States and the 
constitutions of the several states guar- 
antee to every person the equal protec- 
tion of the laws; (2) in a democracy it 
is intolerable that any person should be 
denied the equal protection of the laws 
simply because he is poor; (3) the best 
solution of the problem is that afforded 
by the legal aid organizations of the Na- 
tion; and (4) the responsibility for the 
proper conduct of legal aid work and its 
development rests squarely on the shoul- 
ders of the organized bar. 

The American Bar Association put 
the subject down for discussion at its 
forthcoming convention in 1920, set 
aside an entire morning session for the 
purpose, and listened to several ad- 
dresses the most important of which was 
delivered by Charles Evans Hughes, 
then president of the New York Legal 
Aid Society and now Chief Justice of 
the Supreme Court of the United States. 
At the conclusion of the session a mo- 
tion was carried to publish all the ad- 
dresses and distribute them to the entire 
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membership of the Association. A sec- 
ond motion was adopted calling for the 
appointment of a special committee on 
legal aid. Mr. Hughes was designated 
as chairman and served until he became 
Secretary of State under President 
Harding. 


AMPLIFYING THE RECORD 


The special committee reported te the 
American Bar Association in 1921. It 
stated that legal aid was one of the 
major and continuing responsibilities of 
the organized bar, that in its national 
aspect it was the responsibility of the 
American Bar Association, so that the 
Association should amend its constitu- 
tion and establish a standing Committee 
on Legal Aid Work. 

The published record of the proceed- 
ings at the 1921 convention of the 
American Bar Association tells simply 
that when this report was reached the 
chairman of the meeting stated that the 
recommendation was considered a sound 
one and unless he heard objections he 
would consider it unanimously carried. 
No objection was heard. But there is 
more to the story than that, and I relate 
it because I think it has never been pub- 
lished before. 

Present at the meeting were two very 
distinguished gentlemen. One was Wil- 
liam Howard Taft, then Chief Justice 
of the United States Supreme Court. 
Had there been opposition, he was pre- 
pared to make the formal motion and 
to argue for it. The other was Elihu 
Root. He was a past president of the 
Association, was universally recognized 
as the dean of the American Bar, and 
had written the Foreword to Justice and 
the Poor. He was prepared to second 
the motion and to argue for it. Since 
the action was taken without debate, 
neither Mr. Taft nor Mr. Root spoke, 
and so legal aid literature was deprived 
of two statements that in all probability 
would have been classic. 


Thus was born the American Bar As- 
sociation’s standing Committee on Legal 
Aid Work. 


PRELIMINARY ACTIVITIES 


It did not take the Committee long 
to realize that it could not, and should 
not, try to superintend the multifarious 
activities of all the legal aid organiza- 
tions in the country. It found that the 
whole was divisible into three parts: 

1. Records. Assembling and making 
available the fundamental statistics 
about legal aid work is a necessary 
function. 

2. Technique. The actual conduct of 
a legal aid office is a matter of tech- 
nique. Those actively engaged in the 
work obviously know most about that, 
because they have the experience. 

3. Policy. Somebody has to think 
for legal aid and about legal aid. Some- 
body has to try to chart the future and 
devise plans accordingly. 

The Committee, went to work on this 
basis. 

As to records, it compiled the statis- 
tics showing what every legal aid or- 
ganization was doing. These facts it 
published as Appendix A to its annual 
report to the American Bar Association. 
Such records had never before been 
made public, excepting only the statis- 
tics contained in Justice and the Poor. 
Year after year the Committee has con- 
tinued with its Appendix A, bringing 
the figures down to date. As the reports 
of the American Bar Association are to 
be found in practically all libraries, 
these statistics are now easily available 
to all persons who may be interested. 
It is not too much to say that the re- 
ports of the Committee are now re- 
garded as the authoritative source for 
legal aid statistics. Because this is so, 
it may be desirable for the Committee 
in future to amplify these statistical re- 
ports. 

As to technique, the Committee de- 
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cided that the attorneys on the staffs of 
the various legal aid organizations were 
the best possible technicians. They pos- 
sessed the practical experience derived 
from their daily work in the actual con- 
duct of thousands of legal aid cases. 
The job that needed to be done was to 
organize the various legal aid offices into 
a national union, to bring the attorneys 
together for the free and frank inter- 
change of experiences and opinions, and 
to provide a working organization that 
would keep its members fully informed 
at all times of new ideas and new de- 
velopments. 

To this end the Committee gave all 
the help and encouragement it could to 
bringing all the legal aid organizations 
into a coherent national unit. The legal 
aid bodies were themselves deeply con- 
scious of this need. The task of formu- 
lating a constitution and calling a con- 
vention was intrusted to the chairman 
of the American Bar Association’s Com- 
mittee on Legal Aid Work. The meet- 
ing was held at Cleveland in 1923, the 
constitution was adopted, and there 
came into being the National Associa- 
tion of Legal Aid Organizations. The 
splendid work of this National Asso- 
ciation has been described elsewhere in 
this volume. For our purposes, all we 
need to do is to add that the National 
Association and the American Bar As- 
sociation’s Committee on Legal Aid 
Work co-operate whole-heartedly. It is 
a rare day when correspondence does 
not pass between the offices of the Na- 
tional Association and the members of 
the Legal Aid Committee of the Ameri- 
can Bar Association. 

As to policy, the Committee found 
that it had both a responsibility and 
an opportunity. Planning—in the 
broadest sense of that word—needed to 
be done and was not being done. Over 
the years, the Committee has come to 


1See John S. Bradway, “National Aspects 
of Legal Aid.” 
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feel that in that area of policy-making 
it may be able to make its greatest con- 
tribution to the sound development of 
legal aid work. 


AMERICAN BAR ASSOCIATION SUPPORT 


Before the Committee could attempt 
to formulate plans it had to be sure of 
its ground. Specifically, it had to know 
whether or not the American Bar Asso- 
ciation would back it up. Its first re- 
ports, accordingly, were devoted to an 
explanation of the responsibility of the 
organized bar for organized legal aid 
work. The Committee presented resolu- 
tions explicitly affirming this relation- 
ship, and these resolutions were adopted 
by the American Bar Association with- 
out dissent. 

The very existence of the Committee 
is an example to state and local bar as- 
sociations to create legal aid committees 
of their own. To encourage this devel- 
opment the Committee in 1922 sub- 
mitted a resolution, which was adopted, 
namely: 


That the Association request the officers 
of the section of the Conference of Bar 
Association Delegates to bring the subject 
of legal aid before the members of the sec- 
tion as soon as may be, to the end that 
every state and local bar association may 
be encouraged to appoint a standing com- 
mittee on legal aid work. 


Not all bar associations have re- 
sponded, but a great many have. The 
extent of their co-operation can best 
be understood by reading The Work of 
Legal Aid Committees of Bar Associa- 
tions, published in 1938 by the Com- 
mittee on Legal Aid Work of the Ameri- 
can Bar Association. 

Over the years the Association’s sup- 
port of its Committee has steadily 
strengthened. The Association’s orig- 
inal appropriation for the Committee’s 
work was $250. A few years later that 
was increased to $500. For the fiscal 
year 1938-39 the appropriation was 
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$2,500. For the 1939-40 period the 
Committee has requested $3,500. 

The present attitude of the Associa- 
tion may be gauged from the statements 
of its leaders. 

Arthur T. Vanderbilt, as president of 
the Association in 1938, wrote the Pref- 
ace to Work of Legal Aid Committees 
of Bar Associations. Among other 
things he said: 

Even if the organized bar has but re- 
cently lent its support to the, movement, 

. there is good reason to believe that in the 
near future associations will become more 
and more interested, and I confidently ex- 
pect that within our generation we shall 
see the organized bar become responsible 
for the proper and efficient conduct of le- 
gal aid work throughout the Nation. 


The present president of the Associa- 
tion, Mr. Frank J. Hogan, stated in his 
inaugural address: 


And that leads me to something very 
dear to my heart—the subject of legal aid. 
The American Bar Association has done 
much to promote and develop legal aid 
work. It should do even more. I shall 
recommend to the Board of Governors an 
increase of our legal aid activities anc sup- 
port, to the ultimate end that every person 
in this Nation shall be assured that his own 
legal problems shall be effectively met, 
fully and without delay, honestly and with- 
out denial, wherever and whenever that 
need exists. 


PoLrcY-MAKING 


The people who are actively inter- 
ested in legal aid have come to regard 
the standing Committee on Legal Aid 
Work of the American Bar Association 
as the body best fitted to determine 
matters of general policy. The Com- 
mittee has always worked in the closest 
co-operation with the National Associa- 
tion of Legal Aid Organizations. The 
members of the Committee have been 
men deeply interested in the work but 
also in active practice. Through their 


contacts with the courts, the bar, gov- 
ernmental agencies, judicial councils, 
and similar bodies, they have been 
in a position to see the problems as a 
whole. 

Many specific questions of policy are 
presented. When the legal aid organ- 
izations are in doubt as to just what 
clients and cases they should accept, 
they ask the American Bar Committee. 
The Committee has also considered and 
reported on small claims courts, concili- 
ation tribunals, workmen’s compensa- 
tion, wage payment laws, small loan 
laws, a statute to enable poor persons to 
institute litigation without prepayment 
of costs, and the public defender. 

When in 1924 the League of Nations 
convoked a meeting of experts from dif- 
ferent nations to discuss legal aid, the 
United States was represented by the 
chairman of the American Bar Asso- 
ciation’s Committee on Legal Aid 
Work. 

Even more important has been the 
process of thinking about legal aid and 
planning for its future that has steadily 
gone on through the years. The annual 
reports show the gradual emergence of 
a basic philosophy about legal aid work 
and its place in the structure of our le- 
gal institutions. 


SUPPORT AND CONTROL 


The root problem about legal aid has 
always been—who should pay for it 
and who should control it? It is anoma- 
lous that an essential part of the admin- 
istration of justice should be in private 
hands and at the mercy of the benevo- 
lence of private individuals. What 
makes the problem difficult is that there 
have been legal aid bureaus supported 
and controlled by municipal govern- 
ments. Their record has been a check- 
ered one, to say the least. The largest 
such bureau, in Philadelphia, was aban- 
doned by the city during the depression; 
meanwhile, all the privately supported 
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legal aid societies carried on. They had 
to tighten their belts, but not one closed 
its doors. 

The Committee was not ready to an- 
nounce its decision until 1937. Then, 
in its report to the American Bar As- 
sociation, it declared its position very 
clearly in these words: 


The ultimate goal is this: Every man, 
woman, and child in the United States shall 
receive protection in every legal right and 
redress for every legal wrong. No man, 
woman, or child in the United States shall 
be denied his day in court because of pov- 
erty, nor shall he be unable to obtain com- 
petent legal advice and assistance, even if 
he is unable to pay for it. 

Our proposal now is that every state bar 
association shall say more than that it is 
interested in legal aid work and will con- 
tribute to it. 

We propose that every state bar asso- 
ciation shall make itself responsible for the 
proper extension of legal aid work in its 
own jurisdiction. 

We propose that every state bar associa- 
tion shall by clear statement in the purpose 
clauses of its own constitution declare that 
it is responsible to see to it that every per- 
son within its borders who needs legal ad- 
vice and assistance and who, because of 
poverty, cannot obtain it elsewhere, shall 
receive it from the state bar association 
through agencies set up by it. 


In America, the state is the unit of 
legal jurisdiction. Counties, districts, 
cities, and towns are all creatures of the 
state. All the courts are established by 
the state legislature or the state consti- 
tution. In like measure, legal aid 
should be planned on a state-wide basis, 
and the proper body to do so is the state 
bar association. The public should 
learn to look to the state bar association 
for the provision of adequate legal aid 
facilities, and should hold it account- 
able. The state bar may, of course, 
work through county, district, or local 
bar associations. 

Some state bar associations are too 
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weak to shoulder this load, but what the 
Committee has in mind is the rapid 
growth of state-wide all-inclusive bar 
associations, established by statute or 
rule of court, of which every lawyer is 
a member. 

Such a state bar is a public body. 
There is no reason why lawyers should 
not continue to give money to legal aid. 
Also, there is no reason why public 
grants should not be made to a public 
body. 

The county or city may grant money 
for legal aid, but the establishment and 
supervision of legal aid offices will be 
intrusted to the state bar, which will act 
through its legal aid committee or in 
co-operation with legal aid committees 
of county and local bar associations. 

This is the plan finally worked out by 
the Committee on Legal Aid Work of 
the American Bar Association. As it 
may be put into effect, state by state, it 
offers a permanent solution for the 
problem of how legal aid work may 
be extended wherever there is need, 
adequately maintained, and properly 
supervised and controlled. 


PRINCIPLE APPLIED IN WASHINGTON 
STATE 


The first great step along these lines 
has already been taken by the State of 
Washington. Its legislature enacted a 
law,” approved by the Governor on 
March 11, 1939, authorizing county 
commissioners in the more populous 
counties to declare legal aid work a 
public necessity and to appropriate 
money for its support. 

Such appropriation is to be disbursed 
(and accounted for) by, and only by, 
the Washington State Bar Association, 
which is an integrated, state-wide, in- 
corporated bar association. That Asso- 
ciation acts through its Board of Gov- 
ernors, which will appoint and control 
a Legal Aid Committee for each county. 

2 Chap. 93, Session Laws of 1939. 
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Within sixty days after the County This law, which is likely to prove a 
Commissioners have notified the State landmark, was drafted by Lane Sum- 
Bar Board of its action and appropria- mers, Esq., of Seattle, a member of the 
tion, the Bar Board must establish a American Bar Association’s standing 
Legal Aid Bureau. Committee on Legal Aid Work. 


Reginald Heber Smith, LL.D., is managing pariner 
of the law firm of Hale & Dorr in Boston. He has 
been a member of the American Bar Association’s 
Committee on Legal Aid Work from 1921 to date. 
He is author of “Justice and the Poor’ (1919) and 
(with John S. Bradway) of “Growth of Legal Aid 
Work in the United States” (1936), and of numerous 
articles in magazines and legal periodicals on the sub- 
ject of legal aid work. 


Interest of State Bar Associations in Legal Aid Work 


By Jonn E. Gorsuca 


CRYING need for study and ac- 

tion by state bar associations re- 
garding the problem of the indigent liti- 
gant is disclosed by merely a superficial 
glance at the Report of the Standing 
Committee on Legal Aid Work of the 
American Bar Association made at its 
1938 convention in Cleveland. There 
it appears that in only one-half of the 
states can any organized local legal aid 
society be found; and that of the ap- 
proximately sixty societies now in ex- 
istence there are only seventeen whose 
annual budgets exceed the annual in- 
come of a moderately successful lawyer, 
of ten thousand dollars. 

As a matter of fact, so little impor- 
tance is attached to the poor litigant and 
his problems that only twenty-one state 
associations have committees dealing 
with the subject of legal aid work. In 
analyzing the work of the state com- 
mittees it is quite apparent that not 
more than ten of them have done any- 
thing beyond a mere declaration of the 
approval of the idea of “justice for the 
poor” through the establishment of or- 
ganized legal aid societies. 

It is encouraging, however, to note 
that the seriousness of the situation is 
becoming rapidly apparent, for during 
1937, the last year for which statistics 
are available, six new state committees 
were formed. Lawyers should take a 
leaf from the experiences of physicians, 
and realize that if they do not provide 
adequate, speedy, and efficient legal 
service for those of their fellow citizens 
whose chief misfortune is financial in- 
stability, Federal legal clinics will be 
the inevitable result. 


THE NEWNESS OF THE PROBLEM 


Fundamentally it should be recog- ` 


nized that lawyers, like their clients, 


have been more interested in property 
rights than personal rights, and hence 
the natural inclination is to overlook the 
questions faced by persons without 
funds. This observation, however, is 
true in nearly all phases of life, and 
should not be used as the sole excuse 
for state bar associations. Practically, 
this notion of legal aid is in reality a 
new idea, as only three societies ante- 
date the beginning of this century, only 
two state bar associations had commit- 
tees on the subject prior to 1920, and 
all but seven of the state committees 
were conceived as children of the de- 
pression, 

Obviously, the need for the work has 
been felt as cities have grown, so that 
the idea of the family lawyer who knew 
and advised in the solution of all the 
household problems has been lost except 
in our small local communities. Today 
the client seeks the specialist, not the 
friend, when he is perplexed by a legal 
difficulty, and it will be seen that the 
personal relationship between attorney 
and client is fast disappearing when one 
considers that firms of twenty or more 
attorneys are not at all uncommon in 
our larger metropolitan centers. 

The friendless poor litigant, then, 
may be said to be the product of these 
social and economic changes, and his 
problems need and deserve the best 
thought of the organized bar. They 
cannot be solved completely by a local 
municipal society, for poverty and legal 
issues are not bounded by city limits; 
nor can they be solved completely by 
the American Bar Association or the 
Lawyers Guild, for the legal issues at 
stake are usually state-wide or local, and 
not national. Hence the state bar as- 
sociation, more than any other body, 
should consider this its problem. 
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Basic OBSTACLES BEFORE STATE 
COMMITTEES 


Legal aid committees of state bar as- 
sociations have been faced with many 
difficulties in selling this situation to 
their fellow lawyers, among which the 
following may be mentioned. 

First, in many states the state bar 
association has been too often a weak 
organization which provided a social 
meeting place for a minority of the law- 
yers. Often it has been subservient to 
and guided by the local associations in 
the large cities located within its juris- 
diction. Hence the state legal aid com- 
mittee has carried little or no weight 
with the average practitioner. 

Second, the idea that there was little 
if any need for a society except within 
the metropolitan centers permeated the 
thinking of the membership of many 
state organizations. It was concluded 
that local bar associations should handle 
the problem. That this is so is shown 
by the report of one state committee, in 
which it said: 


Your committee is impressed with the 
need of a definitely established legal aid 
office with a paid attorney in charge in all 
cities of over 25,000 population. In cities 
between 10,000 and 25,000 some definite 
group or committee of the Bar to whom all 
poor applicants might be referred would 
serve the required purpose. In cities of 
less than 10,000 population the commitzee 
believes the aiding charity work done by 
lawyers for their clients will be ample. 


A committee of another state said: 


It is the opinion of the Committee that 
the legal aid organizations are peculiarly lo- 
cal in their nature . . . that, therefore, no 
state-wide, unified plan of procedure or 
action is practicable in the establishment 
of a legal aid organization. 


Third, the very newness of the plan 
has given to the state committee no 
precedent to which it could turn for 


115 


guidance, and this, usually combined 
with absence of organized thinking by 
the individual members, has resulted 
merely in a declaration of principles. 

Fourth, the practical difficulty of dis- 
covering the need for legal aid work 
within the state has acted as a deterrent 
upon well-intentioned committeemen. 
When a person is ill, he will secure a 
doctor even though his funds are lim- 
ited, because neglect may mean a ques- 
tion of life or death. Therefore the 
problem of the number and the location 
of indigent patients can be fairly well 
measured. Not so with the potential 
litigant. Law and lawyers are, even to 
the wealthy, luxuries to be employed 
only when absolutely necessary. Al- 
though the law affords a theoretical rem- 
edy for every wrong, the average man 
will pass over an injury, take a chance 
on a verbal understanding, or pay an 
unjust debt, because he cannot afford a 
lawsuit. There is no way of measuring 
the extent of these situations. Hence, 
until the problem becomes a crying one, 
the average state bar member does not 
recognize its existence. 

Fifth, the problem of the legal aid 
committee of Nevada, for example, can- 
not be compared to that of the same 
committee of New York State, and the 
experiences of the one probably provide 
a poor pattern for the work of the other. 
Hence the accomplishments of one state 
committee are not necessarily conducive 
to activity by the similar committee of 
any other association. 

Sixth, the ever present question of 
finances is one faced by every state bar 
committee. To learn the extent of the 
problem, to study how best to cope with 
it, then to handle it efficiently takes not 
only thought but money; and there are 
probably not more than three legal aid 
committees which are provided with any 
funds to carry out their purposes. 
‘Hence progress is necessarily spasmodic 
and slow, depending on the energy, the 
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interest, and the financial standing of 
the individual committee members. 


OBJECTIVES TO BE SOUGHT 


Obviously, it is a simple matter to set 
up an idealistic goal expressed at the 
top of the committee’s letterheads about 


as follows: “To see that no deserving’ 


person lacks adequate legal assistance 
because of his inability to pay therefor.” 
It is my guess that any committee with 
such an objective would probably do lit- 
tle about its attainment. Some mem- 
bers of the bar are apt to approve the 
idea of protecting the poor man in the 
courts, but they never seem to have the 
time to take his case or to work out a 
plan by which he can be protected when 
he ventures into our halls of justice. 

The only way that state bar commit- 
tees can possibly get beyond “the talk 
stage” into the “do field” is by setting 
for themselves definite goals which are 
concrete in character and not too wide 
in scope. 

The following suggestions are not, in 
the main, original with me, but are ideas 
which have been used effectively in one 
or more states. 


To educate 


It should be apparent by this time 
that the average lawyer has little con- 
ception of the legal aid movement. Un- 
less he happens to practice in one of 
the few cities where there is a legal aid 
organization, he has had no opportunity 
to observe the movement first-hand and 
hence to understand its basic principles. 
Again, since fewer than thirty-five thou- 
sand lawyers are members of the Ameri- 
can Bar Association, there has been but 
small chance for the general practitioner 
who does not belong to learn of the 
movement through the splendid work of 
the Legal Aid Committee of that Associ- 
ation. Hence it becomes the duty of the 


state association to carry the torch of’ 


learning on this particular subject: and 
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to point out to its members and the 
other lawyers in the state the duty im- 
posed upon attorneys to provide free le- 
gal service in all needy cases. Whether 
this can best be done by an established 
society or through the voluntary efforts 
of the lawyers themselves, or by a com- 
bination of both, is of course something 
which can be determined only after 
study, or perhaps by resorting to the 
old trial-and-error method. 

The committee should assume the re- 
sponsibility of seeing that the law 
schools within the state either have an 
arrangement whereby their students can 
do actual legal aid work, as at Harvard, 
or provide the students with a series of 
lectures on the subject by a person 
versed in it. Finally, and probably most 
important, no young lawyer should be 
admitted to the bar until the Committee 
on Admission is satisfied that he will 
be willing to undertake the case of a 
worthy person from whom no financial 
compensation can be expected. 

The state committee should see that 
the public is made conscious of the fact 
that the members of the bar stand ready 
and willing to provide legal aid to those 
who are in need thereof and are unable 
to pay for it. The mere declaration of 
readiness to serve is not enough, for no 
group of lawyers could hope to cope 
with the problems which might thereby 
arise unless a careful plan of educating 
the community as to the type of service 
available and the qualifications of those 
entitled to receive such service were 
thoroughly worked out in advance. 


To act as a clearing house 


The idea of a clearing house might 
be broken down into many subdivisions, 
but the following are illustrative of the 
functions of the state committee in this 
regard. 

1. The state. committee should be a 
clearing house for ideas, whether they 
emanate from the American Bar Asso- 


INTEREST OF STATE BAR ASSOCIATIONS IN LEGAL Alp WORK 


ciation, from similar committees for 
other states, from the local associations 
within the state, or from the individual 
members of the bar. Obviously, its du- 
ties in this connection would be to col- 
lect, weigh, and disseminate information 
about the best way to handle problems 
of the needy client. In a field so new 
as this one, every state needs the ex- 
perience of every other state, and it is 
utterly fantastic to conceive the idea 
that a single group of men serving on 
a national committee can adequately 
cope with the situation. 

2. The state committee should be a 
Statistical clearing house. It should 
study the extent and the nature of 
the problem in the state. It should 
know whether a serious situation is aris- 
ing because of unfair, discriminatory, or 
class legislation, such as might occur 
under an inadequate small loan statute. 
It should be cognizant of the source, the 
nature, and the disposition of the cases 
handled throughout the state on a legal 
aid basis. It should determine the ade- 
quacy and competency of the agencies 
dealing with the problem throughout the 
state, as, for example, whether the per- 
sons accused of crime were being im- 
properly defended because of the in- 
adequacy of the compensation paid to 
the barristers appointed to defend them. 

3. The state committee should be a 
clearing house for the other agencies 
working in the same general ñeld. 
Much friction and misunderstanding be- 
tween social workers and lawyers can 
be avoided if the state committee will 
take the time and trouble to work out 
with a committee from the state con- 
ference of social work just what types of 
cases fall within the definition of per- 
sons entitled to free legal advice. Fre- 
quently the social worker thinks that 
John Smith, who has a good chance of 
recovering a substantial sum from a 


solvent defendant, should be represented - 


by a lawyer for nothing merely “because 
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the client is poor and could use every 
cent he can get.” Just as frequently, 
the lawyer believes that in every such 
instance Smith should be willing to pay 
a reasonable contingent amount to an 
attorney, based on the judgment ob- 
tained. A general plan certainly can be 
mutually agreed upon which will in the 
average case be fair to the client, to the 
social agency, and to the lawyer alike, 
provided the two state organizations 
work together in advance. 

4. The state committee should be a 
clearing house between the practitioner 
and those engaged in doing legal aid 
work. This is similar to the difficulty 
just discussed, for many are the mis- 
understandings regarding what cases are 
proper for a society to undertake with- 
out trampling on the private attorney’s 
toes. If a general plan could be out- 
lined by the committee of the state bar 
association, lawyers would feel less ag- 
grieved when they were being opposed 
in court by a “lawyer who works for the 
Legal Aid Society.” 


To sponsor legislative changes 


The problem of the unfortunate citi- 
zen can frequently be traced to inade- 
quate statutory protection. This may 
be due either to a failure properly to 
describe the substantive rights and du- 
ties of the citizen, as when the statute 
permits usurious practices on the part 
of small loan agencies; or the statute 
may follow the pattern of an inadequate 
judicial code wherein a defendant in an 
eviction suit must file a written and veri- 
fied answer or a writ of restitution will 
be granted the plaintiff. Few cases are 
there between landlord and tenant in- 
volving the occupancy of a house where 
the real issues are so involved and com- 
plex, except when made so by statute, 
as to justify the expense of making the 
tenant hire a lawyer to state in legal 
verbiage why he should not be com- 
pelled to vacate the premises. 
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This field of legislative protection is 
peculiarly one for the consideration of 
the state committee. In these days of 
lobbyists and lengthy legislative sessions 
where literally thousands of measures 
are introduced, it has become almost 
necessary to organize a state-wide lobby 
in order to get a law passed, whether it 
is to select an official state bird, to raise 
the standards required of those who seek 
to follow the ancient and honorable 
trade of horseshoeing, or to secure the 
adoption of an efficient plan of state 
administrative organization. 


To set standards 


The development of a set of standards 
for the conduct of legal aid work, and 
the adoption of a set of policies which 
would define the sphere of its activity, 
are essential ingredients in any state 
committee’s field of endeavor. Too 
often are local offices permitted to turn 
out inefficient and ineffective service 
because little is expected of a charity 
organization. Too often does the execu- 
tive of a local society become its dic- 
tator, too self-centered to appreciate 
and meet the constantly changing con- 
ditions. When this happens, the routine 
of the office becomes more important 
than the objective for which the legal 
aid movement was started. The board 
of directors of a local bureau is apt to 
turn over the control of the society to 
the paid staff and not question their 
methods and the results obtained. It 
is so much simpler to do it that way! 
An impartial evaluating body such as 


a state bar committee should and could . 


keep the individual agencies within the 
state virile and wide awake to the prob- 
lems of the needy litigant. 


To handle cases 


It certainly is not my idea that the 
state bar committee should itself under- 
take the work of a legal aid bureau. 
True, the members should willingly give 
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of their time and ability to aid in the 
handling of a charity matter if there is 
no bureau to which the case can be re- 
ferred; and likewise, they should be will- 
ing to assist the paid staff in any com- 
munity in the preparation and trial of 
a case in which the specialized knowl- 
edge of any member of the committee 
can be of material benefit. 

Particularly is this true in the pres- 
entation of matters before appellate 
courts. For example, oral arguments 
before the highest state court generally 
must be made in the capital city, and 
the expense required for a local attorney 
situated across the state to make the 
trip to the capital is often beyond the 
scope of the bureau’s budget. If a 
member of the state committee who 
lives in the capital city would agree to 
handle such matters, it would inevitably 
result in more favorable judgments for 
the poor clients whose cases otherwise 
would have to be based solely upon the 
cold and formal plea contained in the 
written briefs. 

The state committee should make it 
possible for every lawyer in the state 
to know to whom cases can be sent on 
a charitable basis, either within or with- 
out the confines of the state, by main- 
taining as complete a file as possible of 
the agencies and individuals engaged in 
legal aid work. 

Likewise, the members of the bench 
and their staffs are often approached di- 
rectly by desperate persons who do not 
know how their legal rights may be 
protected. The former should be in a 
position at all times to refer the matter 
to the state committee with the knowl- 
edge that these citizens would indeed 
have their day in court. 


ORGANIZATION OF STATE COMMITTEES 


The following plan is one which I 
believe, with slight changes to meet lo- 
-cal conditions, has some chance of pro- 
ducing satisfactory results. It does not, 
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to my knowledge, follow any scheme 
now in operation, but does include some 
ideas being followed in various parts of 
the country. 


Permanence 


In many states the legal aid commit- 
tee has been not a standing committee 
under the bylaws of the state associa- 
tion, but a special committee to be ap- 
pointed at the will of the incumbent 
president of the state bar. Hence it is 
not surprising that in not fewer tkan 
ten states such committees have been 
formed only to die soon because of 
indifference and lack of understanding 
of the work by the new head of the state 
association, In at least five cases the 
committees have enjoyed a life of only 
one year. Needless to say, untold harm 
was done to the legal aid movement by 
their untimely death. My first sugges- 
tion is to make the legal aid committee 
a permanent part of the state bar asso- 
ciation. 


Continuity 


It should be observed that continuity 
of service in this committee is desirable. 
The familiar form of a committee ap- 
pointed for a span of years, with some 
of the members’ terms expiring each 
year, is a plan to be recommended. 


Separation of executive from committee 


Too often is the committee composed 
of, or headed by, members of the paid 
staffs of the local bureas. To me, that 
is a mistake, for they are the poorest 
ones to sell their wares to their fellow 
members of the state bar. Today it is 
almost an unwritten law in the opera- 
tion of our successful private charitable 
societies that the executive shall not be 
a member’ of the board of directors. 
The same theory should be applied in 
the creation of state committees. The 
place of the paid local executive should 
be merely that of an expert consultant. 
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State-wide membership 


The committee should be state-wide 
in its membership. In some states per- 
haps a member could be selected from ~ 
every county, but at least a member 
should be chosen from every judicial 
district. This might make an unwieldy 
committee numerically, but that could 
be easily overcome by the selection from 
the whole committee of a small number, 
ideally from five to nine persons, to act 
as an executive or steering committee 
with power to act on most routine items 
of business. 

My reason for suggesting such a large 
committee is because of the present lack 
of organization in this movement. It 
appeals to me that under such a plan 
the person appointed from each sep- 
arate county or district would be 
charged with the responsibility of see- 
ing to it that the indigent citizens re- 
siding within his county or district 
would have their legal rights protected, 
by setting up such machinery as would 
be necessary to accomplish this aim. 

In the rural communities such ma- 
chinery would probably consist of the 
simple expedient of persuading one or 
two of the appointee’s fellow practition- 
ers to help him in the handling of any 
charity cases. In medium sized com- 
munities his responsibility would prob- 
ably be discharged by seeing to it that 
the city and/or county bar associations 
had functioning committees handling 
the problem. In the metropolitan cen- 
ters it would undoubtedly involve see- 
ing that legal aid societies with paid 
staff were established, and then being 
certain that they performed the tasks 
assigned to them in a creditable manner. 

Such a plan, if given proper publicity, 
would make legal aid readily available 
to any deserving person, and every 
judge, lawyer, social worker, and citizen 

* would soon know where to refer persons 
in need of such service. 
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It may well be argued that the local 
representatives should not be members 
of the committee, but that a small state 
committee should have the power to ap- 
point persons to assist it in the various 
counties or districts of the state—this 
argument being based upon the idea 
that if an inferior person were selected 
there could be nothing done in his com- 
munity until after his term expired. 
This must be weighed against the idea 
that a person who accepted an appoint- 
ment on a committee would feel more 
responsibility than an individual upon 
whom no such honor had been bestowed. 
In any event, an astute executive group 
should be able to make it plain to a 
local representative that he had a job 
to do and that if he did not do it he 
should make way for “a person who had 
more time to give.” 


Funds 


Finally, the state committee should 
have access to sufficient funds to do at 
least the following things: have a per- 
manent filing system wherein records 
could be kept of the work of both state 
and local organizations; compile and 
publish a comprehensive annual report 
of the legal aid work being done in the 
state; provide funds for at least the 
chairman to attend the annual meeting 
of the National Association of Legal Aid 
Organizations; undertake a program of 
legislative protection of the underprivi- 
leged citizen (this of course need not 
be costly if carefully planned); employ 
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such clerical assistance and purchase 
such supplies as may be necessary to 
accomplish these objectives. 

It probably will not be possible for 
these funds to be obtained from many 
of the state associations, but perhaps 
experimental grants can be obtained 
from certain national or local founda- 
tions to undertake a series of demon- 
strations in different states in order 
to determine how best state committees 
can function. And recourse can always 
be had to benevolent citizens, particu- 
larly attorneys, who recognize the im- 
portance of the problem presented; for, 
after all, local societies were first 
founded and financed by persons who 
were willing to sacrifice financially in 
order to correct what they thought was 
a growing evil in our rapidly expanding 
industrial society. 


CONCLUSION 


During the past decade state bar as- 
sociations have developed tremendously 
in their control over the practicing 
attorney in relation to his duty both 
toward the public and toward the 
profession. Unless similar active and 
interested support by the state bar as- 
sociation is secured for the legal aid 
movement, it is doomed to a slow and 
tedious growth. Hence, those inter- 
ested in the problem of “Justice and the 
Poor” should center much of their time 
and attention on the proper develop- 
ment of legal aid committees in state 
bar associations. 


John E. Gorsuch, A.B., LL.B., a practicing attorney 
in Denver, Colorado, is a member of the American Bar 
Association; member of the Colorado Bar Association 
and chairman of its Legal Aid Committee; trustee of 
the Denver Bar Association; and president of the Le- 


gal Aid Society of Denver. 


For many years he has 


been lecturer on law in the Graduate School of Social 
Service Administration of the University of Denver. 


The Value of Legal Aid Work to Law Schools 


By Leon THomas Davin 


HE young lawyer, recently grad- 

uated from law school, usually 
realizes that his legal education has 
equipped him with facts but not the 
technique of the profession. To the 
degree that he has devoted himself ex- 
clusively to his books, he has likewise 
cut himself off from people. Yet now 
his clients are to be people. If he had 
a clientele, he might at once begin to 
learn how to practice law; but as a 
tyro, he cannot expect to be sought by 
the public, nor can he beat the bushes 
for clients. To join in practice with an 
established lawyers’ firm would be ideal; 
but here again he finds the competition 
disheartening, and the road from office 
to office becomes longer and longer as 
the days roll by. Lawyers with expe- 
rience are to be had for the asking; the 
process-servers’ jobs are being held for 
the office partners’ sons. 

The young lawyer’s first clients, 
should he start out on his own, are 
skeptical of his abilities; and after the 
usual run of “shoppers” for legal ad- 
vice, the crafty and the dishonest, he 
wishes he had learned to analyze people 
and their motives somewhat more skep- 
tically. In an office with an established 
firm his financial progress is slow, and 
if he practices for himself bills pile up 
between cases. But somehow, the aver- 
age graduate hangs on and eventually 
finds himself with a practice. 

Somehow it has always seemed that 
this traditional legal orientation was and 
is a terribly wasteful process. The 
young lawyer is kept out of gear too 
long. His social productivity is im- 
paired. While fighting to get a start, 
those who are financially harassed are 
subjected to many temptations to un- 
ethical practice or worse. Not only do 
those who succumb lose their legal in- 
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vestment, but the bar to which they 
belong sinks to that degree in public 
confidence and influence. The long- 
suffering public must submit to experi- 
mentation at the young lawyer’s hands, 
and reacts to all inefficiency, impractica- 
bility, and irresponsibility of the lawyer 
by turning to “lay agencies” and non- 
judicial processes to get its work done. 


INADEQUATE EDUCATIONAL FACILITIES 


The excuse for existence of law 
schools is that they provide more and 
better legal education in a given time 
than actual law office work would for 
a beginner in the profession. Until re- 
cently it was assumed that as far as 
practice and procedure were concerned, 
the law office still held the advantage 
over the law school as an educational 
device. Can the law school provide 
such experience for the student, in less 
time? Can it give better detailed in- 
struction than other agencies? Can it 
protect the public by making better 
practitioners? Can it cut down the gap 
of inexperience between graduation and 
successful practice for the young law- 
yer? These questions have been only 
partially answered by inclusion of 
courses in practice, briefing, moot court, 
and the like in law school curricula. All 
are limited in scope; the individual stu- 
dent has relatively few exercises; and 
even the best courses may have a touch 
of rigor mortis about them. Fortunate 
is the law school whose practice and pro- 
cedure courses are not anemic stepchil- 
dren, tolerated, but unloved. 

The students, the faculties, and the 
members of the bar probably are in ac- 
cord that despite these aids, graduation 
from a law school does not completely 
Students 
occasionally attempt to remedy the lack 
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by trying to do law office work while 
studying in law school. But the aver- 
age law office is not an educational insti- 
tution; schooling its young men ‘is un- 
dertaken by some, but usually there is 
a “sink-or-swim” policy, made easy by 
a vast supply of replacements. The ed- 
ucational possibilities of serving and 
filing papers are somewhat limited. The 
time which busy lawyers have to school 
young men is limited, and the young 
man will not ordinarily be intrusted 
with the type of work which would give 
him experience. The law office where 
sufficient time is available for the proc- 
ess, where the case load is diversified, 
where young law students are in de- 
mand, and where they are carefully in- 
structed in the technique of the profes- 
sion, is rare indeed. 


EFFORTS AT A REMEDY 


Lawyers themselves have been among 
the first fully to realize this situation. 
So bar groups have advocated return 
to apprenticeship in some form. Should 
such apprenticeship, if established, be 
in the law school, or in the law office? 
Or should the organized bar set up agen- 
cies for the orientation of the young 
lawyer? There are many factors which 
take the private law office out of con- 
sideration; it is not set up for appren- 
ticeship, it has no technique developed 
for it, and there may be a dearth of good 
law offices in which the process might 
proceed. The failure of the law office 
in these respects is the very condition 
giving rise to agitation for some im- 
provement in the process. Bar groups 
are not integrated to the point of ef- 
fectively sponsoring postgraduate, or 
pre-bar, legal educational institutions. 
The law schools, then, are left. -They 
have the students, the faculty, and an 
administrative organization; what more 
is needed? (1) Real clients and real 


cases for the students to work with; 


(2) demonstration and instructidn in 
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actual handling of clients and cases; 
(3) facilities comparable to those of 
good law offices; and (4) schooling in 
law office management and procedure. 

These essentials are being provided 
in some law schools by legal aid clinics. 
Legal aid clinics are not uniformly or- 
ganized, but to greater or less degree 
they are making actual, practical law 
training possible for law students. The 
variations are induced by local condi- 
tions, finances, faculty attitudes, and 
the attitude of the bar toward such 
ventures. In some instances legal aid 
as social service is superimposed on legal 
education, while in others legal educa- 
tion is entirely collateral to an existing 
legal aid society. The basic organiza- 
tion of any such clinic, however, must 
rest on the legal aid function, so that 
there will be numerous clients, with di- 
versified problems, while indigence as 
the basis of the service is assurance 
against clinical competition with the 
profession itself. 


Types or LEGAL Ar CLInIc 


The types of legal aid clinic vary ac- 
cording to the relative emphasis placed 
upon the two factors of legal aid on the 
one hand and legal education on the 
other. They may be roughly classified: 

1. Informal use of the Jaw students in 
legal aid societies, as illustrated by the 
practice in legal aid societies of New 
York, Philadelphia, Pittsburgh, Milwau- 
kee, Madison, and Washington, D, C. 

2. Similar work conducted under an 
informal understanding between law 
schools and the legal aid societies, as 
in the case of the Yale Law School and 
the New Haven Legal Aid Bureau. 

3. Legal aid societies operated largely 
by law students, as in the case of the 
Harvard Legal Aid Bureau and the 
Madison (Wisconsin) Legal Aid Bu- 
reau. 

4. Co-ordination of law schools and 
legal aid societies for legal aid work, as 
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in the following: University of Southern 
California-Los Angeles Legal Aid Foun- 
dation; University of California-Ala- 
meda County Legal Aid Society; Uni- 
versity of Maryland-Baltimore Legal 
Aid Bureau; University of Minnesota- 
Minneapolis Legal Aid Society; Uni- 
versity of Cincinnati-Cincinnati Legal 
Aid Society; University of Louisville- 
Louisville Legal Aid Society; North- 
western University-Chicago Legal Aid 
Bureau. 

5. Exclusively law school clinics, as 
in the following: Ohio State University 
Law School; Duke University Law 
School; John B. Stetson University Law 
School; formerly University of Southern 
California Law School. 


CLINICAL INSTRUCTION 


The methods and types of clinical in- 
struction vary among the law schools 
involved, as disclosed by reference to 
the annual reports of such as the Har- 
vard, Duke, and Ohio State University 
clinics. The processes by which stu- 
dents are instructed and developed in 
the work have been described for some 
of the clinics. 

Usually, the student is first taught 
something of interviewing clients. From 


1 John S. Bradway, “The Objectives of Le- 
gal Aid Clinic Work,” Washington University 
Legal Aid Clinic Work, 24: 173-92, Feb. 1939, 
and works cited; Leon Thomas David, “The 
Clinical Lawyer-School: The Clinic,” Univ. of 
Penn. Law Review, 83: 1-22, Nov. 1934; Rob- 
ert Stone, “Law Students and Legislation,” 
Am. L. School Rev., 7: 1138, 1146, May 1934; 
John M. Maguire, “Legal Aid Clinics—A Defi- 
nitional Comment,” Am. L. School Rev., 7: 
1151, May 1934; John S. Bradway, “The Le- 
gal Aid Clinic as an Educational Device,” Am. 
L. School Rev., 7: 1153, May 1934; Dudley, 
“The Harvard Legal Aid Bureau,” Amer. Bar 
Assoc. Jour., 17: 692, 1931; John S. Bradway, 
“Legal Aid Clinic as a Law School Course,” 
So. Calif. L. Rev., 3: 320, 1930; idem, “Neture 
of a Legal Aid Clinic,” So. Calif. L. Rev., 3: 


173, 1930; idem, “The Legal Aid Clinic, A. 


Means of Building Tough Mental Fiber,” So. 
Calif. L. Rev., 5: 36, 1931. 


123 


this he proceeds to interviews and case 
work, in which he not only must obtain 
facts but must begin to determine what 
is to be done for the client and do it. 
At this point he realizes that the li- 
tigious processes which he has studied 
are only the warfare of the law; that 
success often can be won more readily 
by persuasion, negotiation, compromise, 
and arbitration. 

Aside from the merely unfortunate, 
the student becomes acquainted with ir- 
responsible, stupid, crafty, and venal 
witnesses and clients. He is forced to 
make judgments as to men and motives; 
and to collect and weigh evidence, while 
learning how to present it. He learns 
that even some who are not law faculty 
members can give him expert assistance 
in both human and technical problems. 
He learns to use the legal and commu- 
nity resources, such as churches, schools, 
and social agencies, to help his client. 
He has an opportunity to prepare court 
cases with a practicing attorney; to sit 
at the counsel table with him (other 
courses permitting) and to carry 
through the matter to the end. 

The student finds himself under dual 
responsibilities all the way—both to the 
clients and to the attorneys who are his 
instructors. He is directly charged with 
all correspondence, memoranda, and 
briefs in his cases, and for the prepara- 
tion of the preliminary drafts of plead- 
ings. Not the least of his burdens is 
learning to keep appointments with par- 
ties concerned. 

During this process the student is 
under widespread and continuous super- 
vision and observation by staff mem- 
bers. The office boy or the stenogra- 
phers, as well as the instructor, may 
report on what kind of a fellow he is in 
dealing with the things they have in 
charge. Composite staff reports disclose 
personal, ethical, and legal weaknesses 
alike. Such analyses enable construc- 
tivé work to be done to develop the stu- 
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dent’s capabilities, to overcome handi- 
caps, and to assay all-around worth. 

Classroom sessions also are held. 
Type problems are considered imper- 
sonally by the student group. Lessons 
from current clinic experience are drawn 
and amplified by the instructor. The 
office procedure of the clinic itself is 
frequently taught in these sessions. 
These classes are fruitful in their study 
of legal aid as a whole, and of the prob- 
lems of the bar in particular. 


ADVANTAGES OF CLINIC WORK 


The educational advantages of legal 
aid clinic work seem manifest. The 
student meets real clients and works on 
real cases. He receives instruction in 
practice and at the same time is form- 
ing some conception of office organiza- 
tion and of how to win the confidence 
of those whom he serves. Likewise, in 
local law schools he is forming an ac- 
quaintanceship with the courts and their 
officers which will stand him in good 
stead when he starts his own practice. 

In the ordinary law school training, 
some of the common factors which are 
neglected are: (1) the effective exam- 
ination of clients and witnesses in inter- 
view; (2) the correct and efficient 
assembling of material evidence and 
determination of its probative value; 
(3) the processes and practice of drafts- 
manship, the production of office memo- 
randums, trial briefs, appellate briefs, 
pleadings, and legal instruments; (5) 
advocacy, including trial methods and 
technique, and the development of a 
realistic approach presented by the at- 
titude of judges and juries; and (6) 
the employment of procedures such as 
conciliation, compromise, and arbitra- 
tion. Outside of clinical work, what 
emphasis is now given to what may 
be termed “office law practice,” in 
which the conflicts of man are avoided, 
settled, and adjusted, with legal action ` 
present only as a ghostly last resort? 
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It is factors such as these that the 
legal clinic emphasizes. In law school 
clinics the work of a student is ordi- 
narily that of a Jaw clerk, but there is 
a difference: whereas in a law office the 
student has little chance to plan the ulti- 
mate direction of legal action and where 
his comments and experimentation 
would be regarded as out of place, the 
purpose of the clinic is to foster this 
process of self-development, limited only 
by the bounds of propriety determined 
by the bar and the necessity for pro- 
tecting the client. More direct responsi- 
bility is placed on the student. 


LEGAL Arp CLINIC PROBLEMS 


In any legal aid clinic venture, prob- 
lems of administration and organization 
arise.” 

To make the most of the opportuni- 
ties presented by clinical work, the stu- 
dent must have adequate instruction 
and supervision. With it, he derives 
untold benefit; without it, there is no 
essential advantage of clinic work over 
actual practice, except in the immediate 
availability of clients. On the other 
hand, the clients must not become legal 
guinea pigs. They must derive a sub- 
stantial benefit from the work that is 
being done, and should be protected 
from the mistakes of students. This 
also calls for skilled supervision. 

Herein is the major problem in or- 
ganizing and conducting the clinic. 
Faculty members are not necessarily ex- 
perts in practice, nor are they neces- 
sarily experts in human relations or in 
a broad field of law. They are valuable 
as consultants, but there must be an 
adequately experienced legal staff of 
skilled practitioners. The lack of ade- 
quate help and supervision may dis- 
courage the student. It likewise may 
prejudice the relations of such a clinic 


2 Consult: John S. Bradway, “Administra- 
tive Problems of the Legal Aid Clinic,” So. 
Calif. L. Rev., 4: 103, 1930. 
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with the bar, members of which may 
have occasion to review work done in 
the clinic which is not up to standard. 

Without an adequate staff, another 
disability enters, which relates to the 
continuity of work. There are many 
instances in which legal aid matters 
carry on for considerable periods. With 
a changing student personnel, methods 
must be devised by which the mirute 
details of legal action are recorded and 
reviewed. Only by such a method can 
responsibility for the case be shifted 
semester by semester without prejudice 
to the cause or to the client. 

Procedural devices to protect clients 
and students alike from errors are em- 
ployed. Thus, the interviews of the stu- 
dent may be overheard by a skilled 
practitioner and every decision of the 
student reviewed by him before the cli- 
ent is advised or action taken in his case. 
Where the attitude of the bar or local 
law precludes law students from giving 
any type of legal advice, such proce- 
dures are necessary to protect the stu- 
dent from the charge of practicing law 
without a license. 

The clinic staff may consist in large 
part of the personnel of an existing le- 
gal aid society. However, these people 
are usually overworked and underpaid. 
In experience and capability, some at- 
torney specialists in legal aid work 
probably are second to none in their 
fields. Nevertheless, the law schools 
generally find it advantageous to sup- 
plement the legal aid staff with men 
whose primary interest is educational. 
Whether or not these men can be drawn 
initially from existing faculties is a 
question. Best results are obtained by 
having instructors with high educational 
qualifications, who are skilled and ex- 
perienced in general litigation and Jaw 
practice. 

Some such instructors have thus far 


been available, whose zeal for legal aid ° 


has generally accompanied a financial 
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sacrifice to undertake and advance such 
work. John S. Bradway, of the Duke 
University Law School, has made the 
outstanding studies of and contributions 
to the organization of legal aid clinics. 
The secretaries and clerical workers in 
legal aid societies usually have all they 
can do to handle their work. In ex- 
panding so as to include legal aid clinic 
work, employees must be augmented to 
provide instruction in the details of law 
office work. Paper work is increased in 
a Clinic because of the necessity for pro- 
viding continuity to the part-time work 
done by students, and likewise, so that 
checks may be made (1) for safeguard- 
ing clients, (2) for review of the stu- 
dents’ detail work, and (3) to provide 
adequate information to assure the bar 
that matters have proper attention. 
Some assistance in legal aid clinics 
has been obtained from volunteer at- 
torneys. Their services are valuable 
from the legal aid standpoint. Those 
who are most willing to serve, however, 
seem to be those whose meager expe- 
rience limits their value in instruction. 


A DUAL ORGANIZATION 


Clinics organized and maintained at 
law schools are dual ventures, calling 
for establishment and operation of both 
legal aid and educational work by the 
law school. This doubles the law school 
administration necessary to keep such 
clinics operating. It gains an advantage 
in better co-ordination of educational 
with legal aid activities. The services 
for clients are potentially better than in 
legal aid societies alone, since legal spe- 
cialists are available on the Jaw faculty. 

The financing of such organizations 
becomes a matter of administrative con- 
cern. Social agencies may feel that 
their monetary contributions are being 
used for education instead of legal aid, 
while college presidents may wonder 
whether tuition funds are aiding legal 
aid” instead of instruction. Like any 
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laboratory, the equipment and instruc- 
tion cost per student hour generally ex- 
ceed the same for purely lecture courses. 
The real question is, do the students de- 
rive a corresponding benefit? This is 
debated, but the writer’s answer based 
on his: observation is in the affirmative. 
Adequate endowment for the specific 
purpose would be a happy solution of 
this problem. 


THE PROBLEM OF CLIENTELE 


The first necessity for legal clinical 
work is that there shall be applicants 
for legal services, and that their prob- 
lems shall be numerous and diversified. 
Without number there cannot be diver- 
sity. On the other hand, to the degree 
that the clinic succeeds in legal aid, the 
case load may build up to such an ex- 
tent that the legal aid project embar- 
rasses the educational function. It is 
hard to select applicants for legal aid 
solely on the basis of the educational 
possibilities their problems may have. 
To secure a steady but diversified flow 
of cases involves a very careful fixing 
of clinic policy, and at the same time 
demands that its contacts with social 
agencies and other groups normally as- 
sisting in serving an indigent clientele 
must be far-reaching. The legal clinic 
at Duke University has found it neces- 
sary to make some of its various serv- 
ices state-wide; whereas the clinic at the 
University of Southern California for 
some seven years was swamped by a 
largely undiversified local load. 

It is not absolutely necessary for edu- 
cational purposes that ideal diversity 
be had. The clinic does not primarily 
emphasize substantive law. It should 
teach the technique of sizing up a legal 
situation, getting the story from the cli- 
ent, assembling evidence, planning the 
form of the legal campaign, and carry- 
ing it into execution. 

There is fear, not unjustified, that” 
students may find legal aid clinic cases 
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so interesting or so demanding that un- - 
due time is devoted to them, to the 
prejudice of other law school studies. 
The same contention has been made 
when students have part-time employ- 
ment in Jaw offices. Parenthetically, it 
may be remarked that this fear dis- 
closes the weakness of present legal edu- 
cation. Dry bones of legal controver- 
sies are never so interesting as problems 
in the flesh. To avoid overburdening 
the student, the staff of the clinic must 
be able to do a certain amount of work 
on the cases. The other alternatives are 
to make such clinic work postgraduate 
or to have the student serve a full-time 
apprenticeship. 

So far, this discussion has been of 
the administrative problems in connec- 
tion with legal aid clinics. That such 
problems can be solved by proper com- 
promise of the varying factors is indi- 
cated by the large number of schools 
which to greater or less degree are of- 
fering legal clinic work. The methods 
and devices employed are not identical. 
The techniques are sufficiently flexible 
to allow experimentation, out of which 
we may some day derive standard prac- 
tices. To a degree, the work carried on 
by John S. Bradway, first at the Legal 
Aid Clinic of the University of Southern 
California, and later at Duke Univer- 
sity, is typical. 


CLINICS Test PROFICIENCY 


Where legal clinic work is carried on 
under the day-by-day supervision of 
skilled practitioners, it becomes possible 
to add a new factor to legal education-— 
that of determining the ultimate capac- 
ity of the student for the practice of 
law. Academic standards alone do not 
provide this. There is a certain corre- 
lation between high scholastic standing 
and legal success, but the legal success 
of many who did not have high scholas- 
tic standing has remained somewhat im- 
ponderable. 
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The legal clinic is able to assay the 
practical capabilities of men and women. 
Periodical analyses of a student’s per- 
sonal traits are possible. The writer can 
say with confidence that those evalua- 
tions made in the legal clinic at the 
University of Southern California in 


1931-34 have proved to be rather ac- 


curate predictions of the careers of those 
concerned, to date. This type of infor- 
mation systematically collected, based 
on the day-by-day performance of stu- 
dents, should be of great value to bar 
examiners. There is a reluctance, how- 
ever, to rely upon it when all schools 
do not follow the same method. 

Should clinic work be made com- 
pulsory? Having the obvious advan- 
tages indicated, it would seem that it 
should be. Two arguments have been 
advanced against such action. The 
first-is that in those law schools draw- 
ing students from several jurisdictions 
the practice therein would not neces- 
sarily conform to that of the state to 
which the student would return for prac- 
tice. Therefore it is argued that one of 
the purposes of the clinic, so far as he 
is concerned, remains unfulfilled. On 
the other hand, it may be urged that 
practice consists of both technique 
and rules; and that, while the rules 
may change from state to state, the 
fundamental techniques remain the 
same. 

The second difficulty relates to gradu- 
ation requirements. Experience -has 
shown that students who pass in scho- 
lastic studies occasionally may not pass 
clinic requirements. Thus, at the 
threshold of graduation they may be 
denied the privilege, solely on the basis 
of one course. : 

We need not be alarmed at this pos- 
sibility. If, in fact, the judgment of 
skilled practitioners in charge of clinic 
work is that a man is unfit for any rea- 


son to assume the practice of the Jaw, 


why should the law school place its 
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stamp of approval upon such an indi- 
vidual? The argument is that such a 
man might very well have been gradu- 
ated at any other law school not employ- 
ing clinic methods, so that it is an un- 
fair handicap to impose upon him. On 
the other hand, the law school owes the 
public something, and any demonstrated 
lack of proficiency should bar gradua- 
tion, unless we accept the premise that 
graduation from a university law school 
does not imply that the graduate is fit 
by virtue thereof to be admitted to the 
bar, or unless we accept the now unrea- 
sonable premise that clinic experience is 
not a workable standard. 


CLINICS BROADEN SOCIAL OUTLOOK 


There is a further advantage derived 
from legal clinic work. Though the al- 
liance of law and social sciences gen- 
erally has been handicapped by the lack 
of a standard by which to gauge both, 
it is clear that law is a social instrument. 
It exists to serve people. It must be 
responsive to their needs and to their 
conditions of life, if society is to be a 
government of laws and not of men. 

Many lawyers never come in contact 
with the broad currents of life about 
them. As a lawyer specializes, so does 
he constrict the area of his professional 
relations with society. This process has 
gone far enough for us to realize that 
lawyers must be reawakened to their re- 
sponsibilities as lawyers for public wel- 
fare. 

In legal clinic work the law student 
has experiences which cut across class 
lines. He has a chance to see the eco- 
nomic as well as the legal problems of 
many people. He deals with the edu- 
cated and the uneducated; with those 
who are handicapped in society by race 
or color, and with those whose indigency 
is accompanied or caused by lack of 
ability or education, or by human 
frailty. Few indeed are the students 
who do not in their clinical experience 
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gain more tolerance for and understand- work rarely fail to establish themselves 
ing of other human beings. Likewise, in some altruistic endeavor for human 
those who have seriously undertaken the welfare. 
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Committee of the State Bar of California; member 
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Social Agencies and Legal Aid Theory 
By JoeL D. HUNTER 


OCIAL agencies are usually organ- 
ized to fulfill a certain function, or 
closely related functions. That is fol- 
lowing a correct theory of administra- 
tion—namely, that similar activities 
should be grouped together under one 
executive. One needs but to glance over 
a list of names of social agencies to see 
‘this. For example, a few in Chicago are 
Infant Welfare Society, Visiting Nurse 
Association, Immigrants’ Protective 
League, Juvenile Protective Association, 
Jewish Children’s Bureau, Family Serv- 
ice Bureau, and Legal Aid Bureau. 


PROVIDING A COMPLETE SERVICE 


These names indicate quite clearly 
the purpose and objective of the differ- 
ent societies. To develop the proper 
relationship among them all is one pur- 
pose of community organization. Take, 
for example, the client who needs guid- 
ance in baby care, and goes through a 
door over which is placed the title “In- 
fant Welfare Society.” The nurse who 
interviews her finds that what she needs 
is fuel in the coal bin and cash for the 
landlord, as well as a doctor for the 
baby. Are the jurisdictional lines so 
tightly drawn that the Infant Welfare 
nurse performs her particular and spe- 
cialized job and nothing more? 

Everyone at all familiar with commu- 
nity planning in social work knows that 
every effort is made to bring about the 
closest sort of working relationships 
among all social agencies, so that efforts 
are made to provide all a client needs. 
There is no value in stating here what 
these general efforts are. However, 
there is need to say that this theory of 
community planning includes legal aid 
organizations. In other words, social 


Most clients have need of the services of 
more than one agency to meet their dif- 
ficulties. Troubles do not come singly, 
but in swarms. ‘Thousands of legal aid 
clients have unmet social problems, and 
equal numbers of those who come to the 
doors of social service agencies have un- 
solved legal difficulties. There is no 
question that the suitable services 
should be easily available to every cli- 
ent, no matter to what agency that 
client goes first. Are they easy avail- 
able? If not, why not? Does practice 
follow theory, or disregard it? 

For twenty years the Chicago Legal 
Aid Bureau and the Family Service Bu- 
reau—departments of the same organ- 
ization, the United Charities—have 
been trying to correlate their efforts and 
co-operate in their work. Probably 
closer relationships have been developed 
here than anywhere else. That does not 
mean that the problems are all solved. 

On the asset side of the ledger one 
finds that the Family Service Bureau of 
the United Charities refers more cases 
to the Legal Aid Bureau than is usual 
in other large cities. It is also true that 
the Legal Aid Bureau refers more cases 
to the Family Service Bureau than does 
any social agency in Chicago. 

Let us look at the liability pages in 
the record. The problems which this 
agency has had in developing close re- 
lationships between the bureaus under 
the same executive control probably will 
exist in more complicated form in dis- 
tinct agencies under separate control. 
Therefore it is not out of place to men- 
tion a few of them. 


ATTITUDES OF CLIENTS 
One is that a certain number of the 


agencies and legal aid organizations sete clients wish to dictate their own pre- 


out to perform certain definite functions. 


scriptions. A good illustration of this 
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is the client who comes to the Legal Aid 
Bureau asking for a divorce. The Legal 
Aid Bureau has the policy or theory 
that the facts that a client is too poor to 
pay an attorney and that he has legal 
grounds for a divorce do not in them- 
selves entitle said client to free legal 
service. The existence of a serious mar- 
ital difficulty is recognized, and the cli- 
ent is told something like this: “You are 
in serious trouble and I know you want 
to find the best way out. We cannot 
take your case into the divorce court un- 
less we are sure that that is the best 
thing to do. Our work here is mostly 
office work and we cannot come to visit 
your home, so won’t you go to the Fam- 
ily Service Bureau office near where you 
live—it is another part of this same or- 
ganization—and talk the whole thing 
over with them? Before you decide on 
the extreme step of divorce, we should 
like you to talk it over with a social 
worker.” Only about half of those sent 
arrive at the Family Service offices. 
The others want their marital problem 
settled the way they want it settled, and 
are not ready to talk it over with any- 
one. We still believe in our theory, but 
it works in only 50 per cent of the cases. 
There is also the fact that the family 
case workers and other social workers 
do not yet have the standing in the com- 
munity that the legal profession has. A 
correlated fact is that most people are 
willing to go perfectly openly to a law- 
yer’s office to ask for legal service, but 
many of us are not willing to admit 
openly that we have a domestic prob- 
lem, and go to an expert in such matters 
to seek the solution. The same differ- 
ence holds in the attitude of most people 
toward physical and mental diseases. 
We do not attempt to hide the fact that 
we are going to Dr. Jones for treatment 
for indigestion, but we do not advertise 
the fact that a member of our family is 
going to Dr. Smith because of some 
psychosis. . 
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Many of the clients who come to the 
Legal Aid Bureau for the settlement of 
wage claims, real estate or insurance 
problems, or any other legal problem, 
often show symptoms of a nervous con- 
dition or an unstable domestic situation, 
so that it is evident that other services 
than legal would be of help to them. 
Some of them do not realize that the 
social and medical sciences can often 
find solutions for problems like theirs, 
so they do not ask for help until the 
problems grow to large proportions. We 
must all learn to look at such things as 
objectively as we do at a stomach ache. 
One difficulty, therefore, of the legal aid 
societies in obtaining all the social serv- 
ices that the legal aid clients should 
have, and the application of which 
would greatly lessen future hardships, is 
the fact that many clients are unwilling 
to admit such problems, and do not yet 
recognize that scientific treatment of 
their ills is available to them through 
the various social service agencies with 
trained and experienced workers. 


CONFLICTING LOYALTIES 


Another general comment about the 
difficulty of making the theory work is 
that not only the attitudes of clients but 
also those of social workers and lawyers 
are sometimes a handicap. Many of us 
have loyalties to distinct and separate 
things which sometimes come into con- 
flict. For example, the leaders in public 
assistance wish that program and the re- 
lief given in connection with it to be- 
come as efficient and adequate as any 
other. Such ambition and loyalty are 
laudable and have general commenda- 
tion. It is also true that some of these 
same leaders in public assistance will not 
make co-operative arrangements with 
other similar public and private agencies 
to obtain certain services or relief for 
their clients, because such requests for 
«service would seem to be an admission 
of present inefficiency and inability to 
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reach a position of greater usefulness. 
In such cases the loyalty to the client 
and the loyalty to efficient public service 
come into conflict. 

Such conflicts have not as yet ap- 
peared in the relationship of Legal Aid 
in Chicago and social agencies. Even 
so, we must keep ourselves aware of 
these attitudes. Pending the arrival at 
perfection—whether in legal aid or in 
social service—we must do our best 
from day to day for the clients who are 
in our offices. The loyalties need not 
come into conflict. 


DIFFERING VIEWPOINTS 


A third and last general comment is 
that the workers in the legal aid field 
and the social service areas do not al- 
ways understand or appreciate the value 
of the other fellow’s work, or the history 
and background of the profession which 
he represents. Naturally, if you do not 
see much value in what someone is do- 
ing, you do not urge your friends or 
your clients to seek service from that 
individual. Social workers are often ir- 
ritated by the delays and the rigidity 
of “the law.” Lawyers cannot under- 
stand the amount of time that family 
case workers spend on domestic prob- 
lems. Let me illustrate by the differ- 
ence between a good original interview 
in a Legal Aid office and one in a Fam- 
ily Service office in one point. The Le- 
gal Aid interviewers will direct the inter- 
view so that all irrelevant material is 
eliminated and so that everything re- 
lating to the particular legal problem 
involved is covered. The Family Serv- 
ice worker will do everything possible to 
put the client at ease so that he will 
talk freely and in his own way about 
his feelings and attitudes relating to the 
problems on his mind. 

Great progress has been made in the 
past twenty years in bringing about a 
better understanding between these two 
groups. 
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COURSES IN SCHOOLS oF SOCIAL WORK 


One of the main progressive steps 
taken, from the standpoint of a social 
worker, is the establishment of courses 
on Social Work and the Law in most of 
the schools of social work. In the issue 
of THe ANNALS for September 1929, 
Kenneth L. N. Pray wrote an article on 
“The Study of Law in Schools of Social 
Work.” He summarizes his ideas as 
follows: 


These, then, may be said to be the trends 
in the schools of social work, in their re- 
newed effort to refresh and invigorate social 
work, through its recruits, with a vital con- 
cern for its relationships to other social in- 
stitutions: 

1. Open to students, in connection with 
their own vital practical experience, the 
doors that separate them from others who | 
exercise the general authority of the State, 
and help them to appreciate the reciprocal 
and integrated contributions of these two 
forces in protecting and promoting the so- 
cial well-being. 

2. Help students to know, and to use 
widely and economically, the resources and 
processes of the law in relation to the par- 
ticular problems of individual human be- 
ings with whom they are dealing. 

3. Help them to see social work, the law, 
and every other social institution in per- 
spective and in proportion, as parts of a 
whole social process, which they are obli- 
gated, as progressive professional persons, 
to seek to understand ever more thoroughly 
in order that their own service may make 
the largest possible contribution to an in- 
tegrated and intensified forward movement. 
(P. 124.) 


In 1939 there were 38 schools of so- 
cial work, of which 27 had courses which 
are classified under the general heading 
“Social Work and the Law.” It is dif- 
ficult to determine from catalogue de- 
scription whether certain courses should 
come under the heading “Social Work 


eand the Law” or “Social Legislation.” 


Table 1 shows the courses being given 


+ 
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TABLE 1 








Courses 





Schools 


. Atlanta University 

. Boston College 

. Boston University 

Bryn Mawr College 

. University of Buffalo 

. University of California 

. Carnegie Institute 

. Catholic University 

. University of Chicago 

. University of Cincinnati 

. University of Denver 

. Fordham University 

. Graduate School for Jewish Social Work 
. Indiana University 

. University of Iowa 

. University of Louisville 

. Loyola University 

. University of Michigan 

. University of Minnesota 

20. Montreal School of Social Work 
. National Catholic School 

22. New York School of Social Work 
23. Northwestern University 

24. University of North Carolina 

25. Ohio State University 

26. University of Oklahoma 

27. Pennsylvania School of Social Work 
28. University of Pittsburgh 

29. St. Louis University 

30. Simmons College 

31. Smith College 

32. University of Southern California 
33. University of Toronto 

34. Tulane University 

35. University of Washington 

36. Washington University 

37. Western Reserve University 

38. College of William and}Mary 
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by the various schools under three gen- 
eral headings. 

The American Association of Schools 
of Social Work has published an out- | 
line of a course on Social Work and the 


15 7 


N 
~ 


Law available to the member schools. 
The first course of this nature was given 
in Chicago by Professor Sophonisba P. 
Breckinridge. For several years the 
teacher at the University has been Alex 
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Elson, who was an attorney in the Chi- 
cago Legal Aid Bureau for a number of 
years. Two of the things which Mr. 
Elson tries to do are: 

1. “Give information about the law 
in the several fields in which the social 
worker is interested.” Some of these 
are: Employer and Employee Relation- 
ships; Consumer-Creditor Relation- 
ships; Risk Bearing and the Wage 
Earner; ‘Landlord-Tenant Relationship; 
Property Law; Tort Law; Probate 
Law; Familial Relations. 

2. “Teach the social worker to be 
aware of the legal problems of the low 
income group so that she will observe 
more accurately and with greater inter- 
est the substantive law and will continue 
to use the information so obtained in the 
improvement of the law.” 
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In conclusion, social agencies and le- 
gal aid organizations in theory should 
both be part of the community program 
of interrelated services, so that every 
client is provided complete service for 
all his needs. How one agency has tried 
to do this is shown in Mrs. Gariepy’s 
article in this volume of THE ANNALS. 
That the theory is not carried out fully 
in practice is due to certain attitudes on 
the part of the clients themselves and 
also to difficulties of co-operative effort 
because of narrowing pride and preju- 
dice. Great steps have been made in 
many ways to bring about a better un- 
derstanding between these two fields of 
endeavor—the most encouraging one be- 
ing the establishment of courses on So- 
cial Work and the Law in 27 out of 38 
schools of social work. 


Joel D. Hunter has been general superintendent of 
the United Charities of Chicago since 1918, and was 
chief probation officer of the Juvenile Court from 1913 
to 1917. He is a member of the Boards of Directors 
of the Community Fund, the Council of Social Agen- 
cies, the Immigrants’ Protective League, and the Met- 


ropolitan Housing Council. 


He is author of “The 


Field Occupied Jointly by Law and Social Service,” 
in THE ANNALS, September 1929, 


A Social Worker in a Legal Aid Society 


By Mary IsHam 


. AW, a time-honored and respected 
profession, has recently found it- 
self rubbing elbows with a young upstart 
—social work. A gulf of misunder- 
standing and suspicion seems to have 
separated the two professions. Lawyers 
have been accused of disregarding or 
evading social problems, and social 
workers have been blamed for being 
impatient with the law and for giving 
bad legal advice. 


LEGAL SOCIAL WORKER AS LIAISON 


A social worker in a legal aid office 
can help to bridge the differences in 
background and methods between the 
two professions and bring them together 
in a working relationship. The tech- 
niques of social work are made available 
to the attorney, and the intricacies of 
the law are interpreted to social work- 
ers. 

By bringing law into constant touch 
with social work, the legal social worker 
may indirectly increase the legal aid 
society’s consciousness of being an in- 
tegral part of a community’s organiza- 
tion for social welfare, and not merely 
a private lawyer’s office. The legal aid 
lawyer may extend his interest beyond 
the barriers of his profession and take 
an active part in community planning. 
Executives of various social agencies 
and the legal aid society may be brought 
together to discuss broad matters of pol- 
icy, and to establish a basis for future 
co-operation. 

Each of the legal aid worker’s func- 
tions is fundamentally a means of co- 
ordinating law and social work. These 
functions include: social investigation, 
use of the social service exchange, re- 
ferrals to social agencies, follow-up on 
cases referred to the legal aid society by 
social agencies, answering requests for 


information on closed cases, and assist- 
ing the attorney in the collection of legal 
facts. 

A legal aid office constantly finds it- 
self trying to answer such baffling ques- 
tions as: Is a divorce necessary for the 
rehabilitation and well-being of a fam- 
ily? To whom should the custody of a 
child be given in a divorce suit? Is a 
certain client a fit and proper person 
to be appointed guardian of a child, 
and what kind of a home-can he pro- 
vide? 

The attorney sitting at his office desk 
must form his own conclusions on the 
basis of the client’s statement alone, or 
the statement of one or two other par- 
ties concerned. The client, aiming to 
attain his own ends, often misrepresents 
or omits significant facts, or he may be 
so blinded by emotions that he presents 
an extremely biased picture of the situa- 
tion. Sometimes the defendant, particu- 
larly in domestic problems, fails to ap- 
pear, or if he does appear, his attitude 
is purely defensive. Social agencies 
may be extremely helpful in pointing 
the way toward the proper legal course, 
but numerous clients are not sufficiently 
well known to any agency which will 
recommend a legal remedy, or the 
agency does not wish to take the re- 
sponsibility for an official recommenda- 
tion. Consequently, the attorney, not 
being aware of the true facts, sometimes 
is won over by sympathy for his client. 
He may then find that he is being used 
as a tool by one person to prosecute the 
other, and that he has become involved 
in a complex social situation for which 
he knows no remedy. 


VALUE OF SOCIAL INVESTIGATION 


The tendency of the legal profession 
is to leave the solution of baffling social 
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questions to the judge. However, if 
the attorney himself does not know how 
to proceed, the judge is also handi- 
capped in making his decision. One 
method of meeting this need for an ob- 
jective picture of a social situation, in- 
dicating a means of solution, is to es- 
tablish a social worker in a legal aid 
office. 

Investigation by the legal social 
worker may show that legal action in a 
given situation is a wise and desirable 
remedy, or that some other treatment, 
such as referral to a social agency, is 
preferable. Social investigation may 
bring to light misunderstandings which 
can be straightened out by a case-work 
process rather than by court action. 
Such was the case of Mrs. W., who in- 
sisted that her divorced husband did not 
give her enough money for the support 
of their child, and that he could well 
afford to give more. Social investiga- 
tion revealed that Mr. W. was able only 
to make ends meet in his small hat- 
cleaning business, and that Mrs. W.’s 
tremendous jealousy of her husband’s 
second wife was a complicating factor 
in the situation. Mrs. W. finally ceme 
to realize that she honestly did not want 
more money from her ex-husband, but 
that she was annoyed because he had 
considered placing the child in an or- 
phanage which would accept a sum 
within his means, without consulting 
her. After interviews with both parties, 
it was agreeable to them that he con- 
tinue to give her $20 a month, but al- 
low her to make her own plans for the 
child. f 

Legal action is often of no value to 
the client, or very injurious to someone 
else. After a child has been awarded to 
one parent in a divorce decree, the other 
often seeks to injure that parent indi- 
rectly through the child. A client, for 
instance, complains to the legal aid so- 
ciety that his child is being neglected 
and that he should be taken away from 
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his wife, who is promiscuous with men 
and a poor influence on his child. So- 
cial investigation reveals that he is seek- 
ing an outlet for the bitterness caused 
by the divorce, and that he is only using 
the child as a weapon against his former 
wife. 

Social investigation also seeks to pre- 
clude too hasty legal action, started to 
satisfy an emotional and demanding cli- 
ent. For instance, Mrs. M. had been 
influenced by a domineering landlady to 
get a divorce. The landlady called with 
her at the legal aid society, insisted that 
a divorce be secured for Mrs, M., and 
placed the money for the court costs on 
the table. Mrs. M. told a story of 
drunkenness and violence on the part 
of her husband. Social investigation re- 
vealed that Mrs. M. had a bad history 
of promiscuity, and that her child had 
been taken away from her by the Juve- 
nile Court. An interview with Mr. M. 
resulted in a re-establishment of the 
home, and both parties so improved in 
their behavior that the child was re- 
turned to them. 

In conclusion, social investigation is 
an effort to exert social control upon the 
client and to follow the wisest course of 
action from the point of view of both 
the client and the community. 


THE Process OF INVESTIGATION 


The process of investigation consists 
of a constant evaluation and diagnosis 
of material. Interviews with the client 
are supplemented by consultations with 
social workers, doctors, and teachers. 
Friends, relatives, and employers are 
seen; court records may clarify impor- 
tant facts; the records of social agencies 
may be helpful in securing the social 
history. 

Social investigation can be valuable 


‘in determining the social necessity for 


divorces, in recommending an award of 
custody of children during divorce pro- 
ceedings or after a divorce has been 
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granted, and in determining the reasons 
for and the desirability of appointing a 
client the guardian of a child. 

Since social investigation of divorces 
comprises the largest task of all, it may 
serve as an illustration of the type of 
service rendered. Most legal aid soci- 
eties are agreed that they shall secure 
divorces “on behalf of indigent persons, 
whether plaintiffs or defendants, in 
those instances in which there are social 
reasons which appear to make such an 
action both necessary and desirable from 
the standpoint of the client as well as 
the family.” The Legal Aid Society of 
San Francisco, for example, had over 
six hundred requests for divorces in 
1937 out of a yearly total of three thou- 
sand: new cases. 

This large percentage of domestic 
problems necessitates a constant sifting 
of material. The social worker ought 
to interview every client requesting a 
divorce, in order to ascertain and inter- 
pret his needs and desires, and assist 
him in planning for himself. Several 
cases will be rejected on the grounds 
that a divorce is socially undesirable; 
others may be sent to private attorneys 
on a partial fee basis, and others ac- 
cepted by the social worker herself for 
independent investigation. If the client 
is known to another family welfare 
agency, a letter summarizing the situa- 
tion will suffice. The social worker may 
be assisted in making her decisions by 
staff meetings or case committees com- 
posed of representatives of social agen- 
cies and the legal aid society. 

While a divorce may destroy the sta- 
bility of a home and adversely affect the 
personalities of the people involved, it 
should be recognized that in some in- 
stances a divorce may provide a means 
of escape from a tense home atmosphere 
and that children may be greatly bene- 
fited. Some of the objectives that may 
be gained by a divorce are: (1) legiti- 


mation of children; (2) establishment’ 
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of custody of children; (3) mental re- 
lease from the presence of a violent and 
fearsome person; (4) establishment of 
security and stability in the home; (5) 
re-establishment of the self-respect of 
the woman; (6) an opportunity for the 
children to grow up in a harmonious at- 
mosphere without subjection to contra- 
dictory discipline or the unwholesome 
influence of a drunken or immoral par- 
ent. 


FACTORS IN PROSPECTIVE Divorces 


Some of the numerous factors in- 
volved in determining the extent of the 
need for divorce and its effect upon the 
future of the family are: 

1. Why did the persons get married? 
Was the marriage a forced one? Was 
it arranged by families? Did the party 
hope to spite someone else who had dis- 
appointed him? Did the woman con- 
sider marriage merely a means of gain- 
ing support? 

2. Where did the parties meet and 
how long were they acquainted before 
marriage? 

3. What is the nature of the present 
difficulty and what is the cause? Is it 
drinking? If so, why did the party start 
drinking? Is it physical incompatibil- 
ity? Is it nonsupport? Has the man 
been unemployed over a long period of 
time for a legitimate reason, or has he 
shirked responsibility for the support of 
his family? Is the trouble physical 
cruelty? Is it mental cruelty? Is the 
latter traceable to a mental disorder? 

4. Are relatives, friends, or neighbors 
influencing the parties either for or 
against divorce? Has interference from 
relatives been responsible for the 
breakup of the home? 

5. What is the personality and char- 
acter of the man and the woman? Does 
the woman have the strength of char-. 
acter and sufficient stability to establish 

*a home alone, without help from the 
husband? Has the man’s irresponsibil- 
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ity, selfishness, or extravagance been the 
cause of the poverty of the home? Are 
there any psychiatric problems present? 
Are the parties capable of effecting an 
adjustment, or are they too immature 
to do so? 

6. Will a divorce entirely sever the 
relationship? Will a divorce be suc- 
cessful in keeping the man from coming 
to his wife’s house, bothering her, and 
creating a disturbance? Is the woman 
so weak-willed and vacillating that she 
will return to the husband if he begs 
her? 

7. What is the applicant’s motive in 
getting a divorce? Is it revenge? Has 
the woman a man friend who wants to 
marry her? If so, what kind of a man 
is he, and how will he treat her children? 
Does the applicant want a divorce for 
the sole purpose of being in a position 
to marry someone else some day? Does 
the woman conceive of marriage as 
her only means of obtaining support 
and keeping off the relief rolls? Does 
the woman want to complete the action, 
or merely use the attorney to frighten 
the husband? 

8. How would a divorce affect the 
children of the marriage and the step- 
children? Would it give them peace, 
security, stability? Would it release 
them from the presence of a violent and 
abusive parent? Would it give them 
outlets when a parent unreasonably re- 
stricts their social activities? Would it 
establish their custody when two sepa- 
rated parents are fighting to keep them? 
Would it legitimate them? Would a 
divorce affect them at all, particularly if 
the father has deserted? 


ASSISTANCE TO DivorcEeD CLIENTS 


Some plans alternative to divorce may 
also be discussed with the client, such 
as sending one party to a state institu- 
tion for drinking or possible insanity, | 
psychiatric treatment at home, separa- 
tion without divorce, or adjustment of 
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the difficulty with the aid of a case- 
working agency. 

After the investigation is complete 
and the attorney accepts the case for 
court work, the social worker may as- 
sist the client in carefully planning the 
details of an impending separation, so 
that some of the confusion and anxiety 
caused by a court hearing and dissolu- 
tion of a home may be alleviated. Even 
after an action for divorce has been 
completed, the social worker may con- 
tinue to supply guidance and super- 
vision for the family if another social 
agency active on the case is not in a 
position to do so. The woman may be 
aided in meeting a new set of problems, 
such as relationships with her former 
husband, support from him, and’ the 
care of children if she is employed. If 
she cannot cope with the situation, the 
home will suffer a further breakup and 
she will allow someone else to assume 
responsibility for the care of her chil- 
dren. 


VALUE OF SOCIAL SERVICE EXCHANGE 


The attorney in his private practice 
is responsible to his client alone; but in 
a legal aid office he must adapt himself 
to the methods of social work, and 
whenever desirable, establish a three- 
cornered working relationship between 
the client, the attorney, and the social 
agency. The legal social worker makes 
possible the liaison between the attorney 
and the social agency in a variety of 
ways. 

First, the social service exchange is 
an important tool in securing co-opera- 
tion and understanding between the le- 
gal aid society and other social agencies. 
Legal aid societies have been far slower 
to accept the social service exchange 
than have other types of social agencies, 
claiming that it violates the confidential 
relationship between attorney and cli- 
ent. It is now generally agreed, how- 
ever, that the client would consent to 
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the dissemination of material to a social 

worker in practically every case, and 

that a registration bears no obligation 

to divulge the contents of the case rec- 
ord, but is only a notification to other 

agencies that the client has been to the 

legal aid society. 

The great variation in the type of 
case found in a legal aid society makes 
the selection of cases for registration 
difficult. Some legal aid societies regis- 
ter all their cases, while others confine 
the registration to social and domestic 
problems. The writer believes that the 
registration of legal problems, such as 
bankruptcy, collection of claims, estates, 
wage attachments, and so forth, may 
help a social worker to gain a fotal pic- 
ture of the client’s situation, and may 
be particularly significant to the relief 
worker in determining the causes of un- 
employment and financial stress. More- 
over, legal and social problems are so 
inextricably intertwined that it is diffi- 
cult to separate one from the other. A 
legal problem, such as a wage attach- 
ment or an industrial accident, may be 
the key to numerous social problems. 
In general, all cases should be registered 
with the exchange which will aid a social 
. worker at the present time or at a fu- 
ture date in the understanding and 
treatment of a client’s problems. 

The attorney may think he has no 
concern with the exchange, and very 
often it would be of little value to him 
in his dealings with loan sharks, collec- 
tion agencies, and landlords; but he 
may find, to his embarrassment, that he 
has handled a client’s domestic prob- 
lems completely at variance with what 
another social agency had planned. 
Moreover, the attorney should be aware 
that the exchange is the key to a reser- 
voir of important facts, which are some- 
times extremely helpful in the solution 
of a case. For instance, it may be dis- 
covered through the exchange that a° 

- social agency attempted many years’ ago 
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to locate a man whom the legal aid so- 
ciety is about to declare presumptively 
dead. The agency’s report is sufficient 
to satisfy the court that a search has 
been made for the man and there is 
good reason to believe he is dead. If 
the attorney understands the use he may 
make of the exchange, he will avoid 
much duplication of work and waste 
effort. 

The social worker will find the ex- 
change one of her most useful aids in 
the handling of cases. By notifying 
other social agencies actively interested 
in a particular case of the client’s con- 
tact with the legal aid society, each 
agency can supplement the work of the 
other, and plan mutually for the cli- 
ent’s welfare without duplication of ef- 
fort. The exchange is also particularly 
valuable in showing the location of so- 
cial records, which can be used in mak- 
ing social investigation. 


REFERRING LEGAL Arp CLIENTS TO 
SOCIAL AGENCIES 


An important function of the legal 
social worker is the referral of legal aid 
clients to other social agencies. The 
lawyer guides the client in the legal 
phases of his difficulties, while the social 
worker may complete the solution of 
the whole problem by focusing the 
proper community resources upon him. 

An example of how referral to a so- 
cial agency can be effective in assisting 
a client may be cited. Mr. M. had 
deserted his wife about two years ago, 
leaving her with two young children, one 
of whom was a mental defective and at- 
tended an atypical school in the city. 
Mrs. M. had been forced to apply for 
relief and was now being offered a 
W.P.A. job. She felt that it would be 
impossible for her to work, because her 
handicapped child demanded her whole 
attention; he refused to go to school un- 
less she accompanied him, and could be 
controlled by no one except his mother. 


A Socran WORKER IN A LEGAL Arp SOCIETY 


She would not consider institutionaliza- 
tion. Mrs. M. was faced with the pos- 
sibility that if she did not accept the 
work assignment, relief. would be dis- 
continued and she would be left without 
funds. Mrs. M. believed her only solu- 
tion was to apply for divorce, and marry 
again so that she would not have to 
work. She knew a man whom she liked 
well enough, who had a steady job and 
wanted to marry her. 

Upon further discussion of the case, 
it was revealed that Mrs. M. was still 
extremely fond of her husband, was 
willing to forgive him everything, and 
believed that he would return to her 
some day. She excused his desertion 
on the ground that he could not stand 
the strain of financial reverses, and felt 
reasonably sure that if he found a job 
and could save some money, he would 
come back. On the other hand, her 
prospective husband was often impatient 
with her defective child and was not 
anxious to have him remain in the 
household. 

The legal aid worker telephoned the 
woman’s relief visitor and explained the 
situation. It was agreed that Mrs. M. 
should henceforth be considered an un- 
employable person, and that she would 
receive relief from another agency. In 
that event, she could concentrate all her 
energies upon the care of her child. A 
letter confirming the telephoned con- 
versation was later sent to the relief 
visitor. 

If the client’s motives for wishing a 
divorce had not been analyzed and the 
case referred to the relief worker, an 
unhappy marriage and ill treatment of 
Mrs. M.’s child would probably have 
been the result. 

Each agency that has referred a cli- 
ent to the legal aid society should be 
informed either by letter or by tele- 
phone of the client’s contact with the, 
legal aid society after the first interview. 
The legal complications of the case and 
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the probable outcome may then be re- 
viewed with the person handling the 
matter. 


OTHER FUNCTIONS 


Advising another social worker of the 
contents of a case record has been a 
serious bone of contention in many legal 
aid societies. In the writer’s opinion, 
a distinction should be made between 
what is truly confidential and what is 
a general statement of a client’s prob- 
lem. That is, a client may tell the at- 
torney some of the most intimate details 
of his life, which he would not wish any- 
one else to know—a former prison term, 
for instance. The social worker would 
observe the attorney’s respect for his 
client, and treat the information as con- 
fidential. 

On the other hand, the fact that a 
client owes some rent is probably the 
common knowledge of his friends and 
neighbors. If the legal aid records are 
considered sacred, and other social 
agencies cannot have the benefit of the 
material contained in them, serious du- 
plications of effort, ineffective treat- 
ment, loss of co-operation, and mis- 
understanding would seem to be the 
obvious result. i 

The social worker is not subject to the 
rules and regulations of the bar asso- 
ciation, and should serve other social 
agencies by divulging all information on 
closed records except that which the 
attorney expressly desires to be kept 
confidential. 

The social worker may further aid 
the attorney in the collection of facts 
which may determine the direction a 
case will take. For instance, a client 
had been struck by an automobile and 
he wished to sue the driver of the car 
for damages. The social worker found 
that the defendant had been on relief 
and was now on W.P.A., and a judgment 
against him would be quite useless. Be- 
fore appearing in court an attorney may 
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also wish a verification of his client’s 
statement. For instance, previous court 
proceedings should be checked if the 
case is an order to show cause why a 
divorced husband should not be forced 
to support his wife and children, or hos- 
pital and police records scrutinized if 
the case is an accident. The danger of 
too readily accepting the client’s story 
in legal work can easily be understood. 

The above description of the duties 
of a legal social worker has been de- 
signed to apply to legal aid societies and 
communities in general, and a discus- 
sion of the work of any particular 
agency has been avoided. However, it 
should be recognized that the function 
of a legal social worker varies with the 
community resources and with the na- 
ture of the legal aid society. That is, 
some legal aid societies have been estab- 
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lished as part of a social agency, while 
others have been founded primarily as a 
lawyer’s office. Some accept civil cases 
only, while others also include criminal 
cases. Legal social workers in some 
communities have assumed the functions 
of public offices when the latter are 
handicapped by lack of funds or are 
nonexistent, such as supervising children 
in adoption homes or supplementing the 
work of an adult probation department. 
Some cities are adequately equipped 
with a public defender, a domestic rela- 
tions court, a juvenile court, and a labor 
commissioner, while others are not. 
Consequently, the social worker’s field 
is largely defined at the outset by the 
existing public machinery for social jus- 
tice, the functions of other social agen- 
cies, and the nature of the legal aid 
society. 


Miss Mary Isham is engaged with the State Relief 
Administration of San Francisco, California, and was 
formerly a social worker in the Legal Aid Society of 


San Francisco. 
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Wovtinsky, W. S. Seasonal Variations in + 
Employment in the United States. Pp. . 
x, 154. Washington: Committee on So- 
cial Security, Social Science Research 
Council, 1939. $1.50. 

The Federal Reserve Board, in con- 
structing its widely used index of factory 
employment adjusted to seasonal variation, 
is interested primarily, the author explains, 
“in eliminating the seasonal factor obscur- 
ing the influence of changing business con- 
ditions on the demand for labor” (p. 6, 
note 3). The administration of unemploy- 
ment compensation, the author’s main con- 
cern, calls for a different type of seasonal 
adjustment. Unemployment compensation 
agencies need information “for constructing 
a ‘calendar’ of seasonality for the labor 
market” by industries, industrial groups, 
and regions (p. 8). The main purposes of 
the author are to clarify the problems of 
method, to analyze for this purpose existing 
employment statistics, and to suggest local 
research for more detailed data. 

It is stated that the Federal Reserve 
Board method, flexibly applied as in the 
procedure now followed, is “probably the 
best method of seasonal adjustment of em- 
ployment indexes” (p. 6, note 3). In 
another connection, however, the author 
states that “there is no reason” for the 
Board’s method of measuring seasonal vari- 
ation in factory employment (p. 143). The 
Board measures variation in terms of per- 
centage deviations from the nonseasonal 
level. The authors own method is de- 
scribed as a measurement of variations in 
terms of constant units of absolute magni- 
tude rather than in terms of percentages of 
the variable nonseasonal level. Thus, the 
author’s adjusted index of factory employ- 
ment is “expressed in per cent of the aver- 
age number of wage earners employed from 
1923 to 1925” (p. 141). This method as- 
sumes that a rise or a fall in the amount 
of employment, as in boom or depression, 
has no significant effect on the actual size 
of the seasonal variations, although there 
are admittedly certain exceptions—notably, 
construction, canning and preserving, and* 
beet sugar (p. 26). Interesting evidence 


relating to manufacturing is presented in 
support of this view. There is also a sig- 
nificant analysis of some of the nonmanu- 
facturing industries, notably bituminous 
coal mining. A part of the production in 
this industry, namely, the output used for 
domestic heating, is affected primarily by 
seasonality and very slightly by business 
conditions; whereas the part of the output 
used for coke ovens, foundries, and rail- 
roads is affected mainly not by seasonality 
but by business conditions (pp. 25, 133). 

The general discussions contribute sig- 
nificantly to a more satisfactory analysis 
of seasonal variation. The author’s the- 
oretical analysis and justification of his 
method merit careful consideration aside 
from the question of its applicability to 
the administrative ends in view. Probably 
these ends, and especially the use of the 
method in local research, would be better 
served by simplification both of the method 
and of the author’s analysis of its theoreti- 
cal basis. 

Witt BOWDEN 
Washington, D. C. 


WILLIAMS, Epwarp AinswortH. Federal 
Aid for Relief. Pp. iti, 269. New York: 
Columbia University Press, 1939. $3.25. 
This volume, by a former member of the 

staff of the Federal Emergency Relief Ad- 

ministration, has as its primary purpose the 
description of the adaptation and use of 
the grant-in-aid device for the administra- 
tion of emergency relief during the period 
from 1933 through 1935. The monograph 
opens with a brief account of the alloca- 
tion of responsibility for financing and ad- 
ministering relief before 1933, and proceeds 
to an analysis of the Federal Emergency 

Relief Act of 1933 and the organization 

established thereunder, including a particu- 

larly illuminating account of the relation- 
ships between the Washington headquarters 
and the regional offices of that organization. 

A substantial chapter is devoted to a de- 

scription of the major objectives of the 

Federal Emergency Relief Administration, 

which the author classifies as: adequacy of 

relief, work for employable needy persons, 


141 


142 


and diversification of the program to fit 
the various groups requiring relief. The 
next chapter contains a discussion of the 
controls which the Administrator exerted 
over state agencies receiving grants, in an 
effort to attain the objectives of national 
policy. Especial interest attaches to the 
chapter analyzing the process of determin- 
ing the amounts to be allocated to each 
state. It will be recalled that the Admin- 
istrator was, of necessity, vested with com- 
plete discretion in making these determina- 
tions. Dr. Williams effectively portrays the 
difficulties arising in the exercise of that 
discretion. 

An appraisal of the grant method as ap- 
plied to relief makes up the concluding 
chapter. “On the whole, it can be said that 
the relief problem was a test of the efficacy 
of the grant mechanism in American gov- 
ernment, and that from 1933 through 1935 
the F.E.R.A. met the test adequately.” 
The author finds, however, that part of the 
success of the grant program was attrib- 
utable to the “emergency psychology” 
dominating state and local governments, 
and that “the grant method should not be 
uncritically accepted as the most desirable 
method for meeting all aspects of future 
relief problems.” In fact, the author be- 
lieves that “if work relief is to be accepted 
as a long-term policy, an immediate return 
to the grant system would be undesirable.” 
The use of the grant method might be 
feasible after the country becomes “habitu- 
ated to the work principle.” The inference 
is that the grant principle would be more 
practicable if a straight dole system were 
adopted. 

Dr. Williams has given us a competent 
account of what may eventually be viewed 
as one of the most significant chapters in 
our administrative history. His monograph 
is systematically organized, and his access 
to the records of the Federal Emergency 
Relief Administration gives his treatment 
an authority (as well as a realistic tone) 
too rarely found in doctoral dissertations on 
administrative subjects. Captious critics 
may find in the monograph a tone of 
apologia. The treatment is sympathetic, 
but this characteristic arises from that un- 
derstanding which comes from intimate 
knowledge, rather than from partisanship. 
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Parallel studies of like quality are needed 
on other grant-in-aid programs to develop 
a more complete knowledge of our fed- 
eralism. 
V. O. Key, Jr. 
Johns Hopkins University 


WYNNE, WALLER, Jr. Five Years of Rural 
Relief. Pp. xiii, 160. Washington: 
Works Progress Administration, 1938. 
Five Years of Rural Relief is a statisti- 

cal study of both public and private as- 

sistance in rural and town areas for the 
period 1932-36, made by the Works Prog- 
ress Administration, Division of Social Re- 
search. The survey was made to provide 

a means of noting the trends in rural and 

village relief as a complement to similar 

studies that have been made on urban re- 

lief. The data were collected from 385 

sample counties and townships in 36 states, 

and the total relief expenditures for rural 
and village areas for the entire country 
were estimated on the basis of this sample. 

This study reveals that for this five-year 
period the major forms of relief increased 
steadily up to 1935, and then declined 
rather sharply. Public assistance was by 
far the most important form of relief in 

rural and village areas, accounting for 68 

to 92 per cent of all expenditures. This 

form of relief declined after the cessation 

of Federal relief grants in December 1935. 

However, in 1936 under the stimulation of 

the social security program, public aid to 

the aged, the blind, and dependent children 
became the most important type of assist- 
ance, amounting to roughly 45 per cent of 
all expenditures. Resettlement emergency 
appropriations, which began in November 
1935, accounted for roughly 10 per cent of 
all rural and village relief expenditures in 
the year 1936. Public veterans’ assistance 
accounted for about one-seventh of all ex- 
penditures in 1932, but was of relatively 
minor importance in subsequent years. 

Private assistance was never of great im- 

portance during the, five-year period. In 

general, the trends of case loads followed 
closely the trends of expenditures, 
This study and a similar study of Rural 

Families on Relief by Zimmerman and 


“ Whetten are two of the more important 


investigations on relief made by the Works 
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Progress Administration, and these stand 
out somewhat as decidedly superior to 
many studies that have been made by nu- 
merous agencies, public and private, on the 
various aspects of relief. Such studies pro- 
vide the factual material for policy-making 
for the Federal, state, and local govern- 
ments in the field of relief, and also present 
suitable material for use in college classes 
of sociology and social work. 
J. L. Hypes 
Connecticut State College 


FEDERAL WRITERS’ PROJECT OF THE WORKS 
PROGRESS ADMINISTRATION IN NORTH 
CAROLINA, TENNESSEE, GEORGIA, MEM- 
BERS OF THE. These Are Our Lives. Pp. 
xx, 421.. Chapel Hill: Universizy of 
North Carolina Press, 1939. $2.00. 
This is a very novel, interesting, and im- 

portant book, because it reveals the cul- 

tural status of -the American people as told 
by the people themselves in brief biographi- 
cal sketches. 

The first effort to study social problems 
from the biographical point of view was 
made by Professor William I. Thomas in 
his book The Polish Peasant in Eurote and 
America. My book The Life of Braxton 
Craven, A Biographical Approach ta So- 
cial Science is a second effort to employ 
this method in social studies. The book 
under review is the third attempt to ap- 
proach social problems from the biographi- 
cal point of view, but it differs from the 
previous studies of this kind in that the life 
histories of the people studied are told in 
the language of subjects themselves. The 
book contains thirty-five life histories of 
typical people in North Carolina, Tennes- 
see, and Georgia. The subjects include 
Negro and white, farm laborers, sharecrop- 
pers, renters, factory workers, railroad em- 
ployees, truck drivers, bootblacks, and oth- 
ers. 

These biographies give a fair picture of 
the social stratification of the people and 
of the character of the people as influenced 
by economic conditions, education, religion, 
laws, and customs. 

This is the first effort to apply the bio- 
graphical method to the study of a par- 
ticular region of a country, but we are 
informed that this North Carolina Writers’ 
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Project has been already extended to six 
other states. 

Each biography in the book under re- 
view is written by a W.P.A. writer, and the 
selection and editing of the sketches was 
done by W. T. Couch. The result is a book 
of fascinating interest, very impressive in 
its realistic revelations, and very challeng- 
ing to every student of the social life of 
the American people. 

Jerome Dowp 

University of Oklahoma 


Kup, C. A. Social Insurance Coordina- 
tion. Pp. xiv, 333. Washington: Social 
Science Research Council, 1938. $2.50. 
This book is remarkable in various ways: 

(1) as an outstanding guide through the 

labyrinth of one of the most complicated 

matters of social legislation; (2) in regard 
to systematic writing, clear definitions, and 
logical methods; and (3) in understanding 
and describing foreign characteristics in an 
impartial way, partly by using witty com- 
parisons (p. 157). Despite the use of 
many difficult foreign words, there is only 
one typographical error, which occurs in 

the name Posadowsky (pp. 52, 216). 

The book contains a fine pathology of 
bureaucracy, which has been a burdensome 
handicap to social insurance in many coun- 
tries. The book is a lively illustration of 
the phenomenon in social insurance—Why 
make things simple if there is an opportu- 
nity of complicating them? The author 
argues, “How little we have relied on a true 
civil service, but how largely the new per- 
sonnel will have to be recruited from ama- 
teurs” (p. 280). However, Dr. Kulp seems 
not to be sufficiently aware that one of the 
great obstacles to co-ordination of the old 
German social insurance has always been 
the lack of a broad and general knowledge 
of general insurance principles by most of 
the employees in the service of social in- 
surance abroad. These officials also were 
often “amateurish.” They were not ac- 
quainted with any other field of social in- 
surance than that in which they were en- 
gaged. They were hyperspecialized. The 
health insurance expert was ignorant of 
accident or old-age insurance, and vice 
versa. (See my Insurance textbook, 5th 
Ed., Vol. 3, pp. 176-77.) 
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“On the whole,” so teaches Dr. Kulp, 
“social insurance has been an unquestioned 
success” (p. 26). In regard to Germany, 
it is called “the last remnant of Liberalism” 
(p. 22), in spite of its initiator Bismarck 
(p. 171) who was a conservative statesman 
in favor of social legislation because by this 
method he was sure to reconcile revolu- 
tionary elements. 

There is an interesting parallelism in re- 
gard to political factors in Germany, Great 
Britain, and the United States (p. 166). 
However, is it not paradoxical that Impe- 
rial Germany introduced self-government 
in social insurance, while the democratic 
United States is “still committed by tradi- 
tion and temperament to government and 
not to industrial-democratic administration” 
—that is, administration of social insurance 
by employers, by insured workers, or by 
the two together? 

The difficulties of “co-ordination” (p. 
172) are seen very clearly; the best time 
for co-ordination of social insurance is “at 
the time of its creation” (p. 305). There 
is “still time in this country to plan for a 
relatively simple and well co-ordinated sys- 
tem” (p. 306). The most important requi- 
site to this end is “public understanding of 
and support of public administration.” Not 
less remarkable are Kulp’s opinions about 
centralization questions and the formation 
of a future health insurance (pp. 286-87, 
290). 

It is to be regretted that Kulp does not 
mention many of the older publications of 
fundamental value, while he has listed nu- 
merous recent works, the scientific value of 
many of which is doubtful. 

ALFRED MANES 

Indiana University 


Devine, Epwarpv T. When Social Work 
Was Young. Pp. 163. New York: The 
Macmillan Co., 1939. $1.75. 

With the charm and dramatic ability that 
made him an outstanding interpreter of so- 
cial work in the first decade of this cen- 
tury, Edward T. Devine has told the story 
of his part in the growth of this movement 
during the two decades of his major con- 
tributions. 

This is a story of optimism and accom- 
plishment. It tells of the beginnings *of 
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antituberculosis work before medical men 
were afraid of socialized medicine; of tene- 
ment-house reform when vested interests in 
real estate were less on the defensive; of 
reform in the procedure in criminal courts 
when even Tammany seemed amenable to 
reason; of pioneering in rehabilitation after 
one of the greatest American disasters, the 
San Francisco earthquake and fire; of ven- 
tures in journalism in social work, from the 
Charities Review to the present full-fledged 
and nationally known publication, The Sur- 
vey; of pioneering in education in social 
work, as well as of many other activities 
that have now become accepted functions 
of our national life. 

As the dynamic center of many of these 
new and courageous experiments, Dr. De- 
vine was actually the object of biased per- 
sonal criticism, as well as a focus of contro- 
versies based on real convictions. Over all 
these aspects the haze of time seems to 
have thrown a softening veil, so that in his 
recital there remains nothing bitter. It is 
difficult to see how one who himself was so 
large a part of the events he narrates, whose 
brain conceived the plans, whose courage 
and resourcefulness often were the factors 
that snatched victory out of what seemed 
certain defeat, can be so modest and self- 
effacing in their recital. He appears in 
all the events recorded, but only to the 
degree which the facts demand; he refrains 
from calling for his share of merit or at- 
tempting to appraise his own contribution. 

Especially I like Dr. Devine’s story of 
how he did not cease being a teacher after 
he became the executive of a social agency, 
and of how he found some young, eager 
members of his staff, hungry for educa- 
tional opportunities, who met with him for 
an hour before office time once a week to 
hear him read Shakespeare, Homer, and 
other great works, or on holidays to visit 
New York’s museums and to learn, under 
what must have been fascinating leader- 
ship, about the mysticism and art of the 
ancient world. 

That was the heroic age of social work, 
prepared for by the numberless gropings of 
the nineteenth century and culminating in 
a vision that seemed to point the way to- 


“ward ending human misery. It is essential 


that the unique spirit of those days be 
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caught and preserved for us; and only De- 
vine could have done it. 


FRANK J. BRUNO 
Washington University 


Dopp, PAUL A., and E. F. Penrose. Eco- 
nomic Aspects of Medical Services. Pp. 
xxii, 499. Washington: Graphic Arts 
Press, Inc., 1939. $3.75. 

This volume may be highly commended 
to all interested in medical economics and 
in planning for expansion and strengthening 
of health services. It is the first compre- 
hensive study on a state basis, and should 
be of great value to all interested in de- 
velopments through state and local pro- 
grams. 

The state of California has long been in- 
terested in problems of medical care. In 
1917 it was one of the states in which social 
insurance commissions were appointed to 
study the problem of medical care, in 
1929-31 it co-operated with the Committee 
on the Costs of Medical Care in surveys of 
the medical facilities of San Joaquin 
County, the University student health serv- 
ices, the income of physicians, and the 
incidence of illness and the receipt and 
costs of medical care among representative 
families. In 1933 an interim committee 
was appointed by the California Senate to 
study the problem of the high costs of 
medical care and to report on the advisa- 
bility of health insurance, and in 1934 the 
California Medical Association appointed a 
committee of five for the study of the 
costs of medical care. 

The committee of five selected Dr. Paul 
A. Dodd, of the University of California 
at Los Angeles, as the director of the 
study, which was financed by the California 
Medical Association and the State and Fed- 
eral Governments, through a project spon- 
sored by the State Board of Public Health. 
The factual data represent the results of 
the co-operative effort of approximately 
3,500 physicians, 1,900 dentists, 200 hos- 
pital directors, 100 clinic directors, 700 
osteopaths, and 10,000 representative fam- 
ilies, who supplied the information upon 
which part of the report is based. In 1937 
the California Medical Association pub- 
lished a complete series of tables and charts 
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entitled California Medical Economic Sur- 
vey, but none of the text contained in the 
Economic Aspects of Medical Services was 
included in that publication. 

The study includes factual data on the 
provision of medical care; the availability 
and distribution of health facilities, both 
private practitioners and organized public 
health services; the utilization of service on 
the part of the consumer, and the average 
working day of the medical practitioner; 
the costs of medical care to the family; 
and the income of practitioners. It in- 
cludes also recommendations for changes in 
the organization of public health work, and 
it enumerates principles upon which a com- 
pulsory health insurance law should be 
based. The California Assembly has re- 
cently defeated a proposed health insurance 
bill based largely upon these principles. 

I. S. FALK 

Washington, D. C. 


Rorty, James. American Medicine Mobi- 
lizes. Pp. 358. New York: W. W. Nor- 
ton & Co., 1939. $3.00. 

This is a polemic in the field of medical 
economics. The title is somewhat mislead- 
ing, since the “mobilization” referred to is 
not that of American medicine as a whole, 
but rather that of so-called organized medi- 
cine on the one hand, and on the other, 
an assortment of liberal doctors, social 
workers, trade unionists, public health of- 
ficials, and others. Mr. Rorty, who is a 
journalist, would like to apply the scientific 
method to his study, but, even after sev- 
eral revisions of his manuscript, cannot 
suppress “here and there a tendency to 
grab my hair and go ‘Yee-ow!’” One must 
recognize, however, that this was a difficult 
book to write, and that by and large, Mr. 
Rorty has done it interestingly. 

The first section of the book is entitled 
“Mobilization Day for the Health Move- 
ment.” Essentially, this is a readable and 
illuminating summary of the National 
Health Conference held in Washington in 
July 1938. The National Health Program 
which emerged from that conference is well 
epitomized, and an interesting outline of 
“medico-economic history” places the con- 
ference in its historical setting. This sec- 
tion! is an adequate “humanization” of some 
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difficult statistics and controversial issues 
in the field of medical economics. 

“Profits Versus Service in American 
Medicine” is the title of Section II. Here 
the American Medical Association becomes 
a contemporary Inferno, and Dr. Morris 
Fishbein emerges as the author’s personal 
Devil. In this section Mr. Rorty is de- 
cidedly in the tradition of “The Brass 
Check” and “The Goose-Step” as he rakes 
the muck of John Kingsbury’s departure 
from the Milbank Fund and of the adver- 
tising policies of the Journal of the Ameri- 
can Medical Association. Chapters on the 
Journal, on the drug houses, on Philip Mor- 
ris cigarettes, and on medical co-operatives 
are all included in this section, presenting 
an array of interesting and sometimes start- 
ling information, much of which, however, 
has previously appeared elsewhere. Here 
there is little logic to their sequence, and 
the total effect is confusing. 

The final section is called “Medicine’s 
Unfinished Job.” This consists principally 
of evidence concerning the unmet medical 
needs of the United States, followed by 
good summaries of various proposals for 
meeting these needs, including group hos- 
pitalizatin, co-operative medical schemes, 
and compulsory health insurance, Most of 
the important experiments in “new forms 
of medical care” in this country, as well 
as the established schemes of European 
countries, are briefly described. 

This reviewer is intensely sympathetic 
with Mr. Rorty’s interest in popularizing 
the problems of medical care in this coun- 
try. Certainly our needs must be faced 
frankly, and the experiences of other coun- 
tries drawn upon. Certainly, too, the gen- 
eral public must be aroused to a considera- 
tion of the issues and must be given the 
facts so that intelligent decisions will be 
possible. This reviewer finds it regrettable, 
however, that the author finds it necessary 
to make angels out of Dr. Hugh Cabot and 
Dr. Parran, and to make devils out of Dr. 
Fishbein and Dr. West. The tone of too 
many pages suggests animistic thinking 
rather than the scientific method. A num- 
ber of minor mistakes add to the confu- 
sion, such as that on p. 95 (footnote) where 
the figure $125,000 should be $125,000,000, 
and on p. 246 where the statement “we 
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spend about three and a quarter millions a 
year for medical care of all kinds” should 
read “billions.” 
Douctass W. ORR 
Topeka, Kansas 


HARRIS, HERBERT. American Labor. Pp. 
vii, 459. New Haven: Yale University 
Press, 1938. $3.75. 


Unlike several recent authors of labor 
history who have taken the comfortable 
path of asserting frankly at the start that 
they are writing from the standpoint of 
labor, this book refreshingly proclaims its 
scholarly intention of approximating “that 
spirit of free inquiry which some call lib- 
eralism, and others the scientific spirit.” 
To write in any other spirit is to put labor 
activities under a cloud, as though, to jus- 
tify labor’s program and procedures, it 
were necessary to write from a sympa- 
thetically partisan standpoint rather than 
from that of society’s interest. 

Mr. Harris’ purpose here is to present 
chiefly a history of the American labor 
movement and an exposition of the prob- 
lems and methods by which it has attained 
its present status. He has given special 
attention to events of the past two decades 
and particularly of the past two years. 
With an eye both for significant develop- 
ment and for salient detail, he has done an 
admirable job in sketching the course of 
labor, and has written a moving, entertain- 
ing, and informative volume. In two open- 
ing chapters, of less than a hundred pages, 
and a final chapter (erroneously labeled 
Conclusion), he has compressed the main 
general features of the rise of the labor 
movement and its present status. The rest 
of labor history is interwoven in seven real- 
istic chapters supplying the history of 
unionism as it has expressed itself in the 
mining industry, in carpentry, in news- 
paper editing, in garment work, on the 
railroads, in automobile manufacturing, and 
in textiles. 

Throughout, the author has included ma- 
terial of such present-day interest as to 
constitute a review of what one would 
otherwise have read in newspaper accounts. 

. This, although valuable at the moment, is 
a slight overemphasis of ephemeral material 
at the expense, perhaps, of broader issues. 
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The author has genuinely tried for objec- 
tivity, although in some cases this has been 
achieved by liberal condemnation of both 
sides, as for example of certain union prac- 
tices and unions, rather than an attempt to: 
meet the crucial problems which have to 
be handled in any society when it reaches 
the stage of wide collective bargaining. In 
most cases the author indicates a shrewd 
feel of the situation, but there is occasional 
overstatement, as, for example, reference 
to “this record of American unionism’s 
99% per cent fidelity to its pledges” (p. 
418). This overoptimistic statement oc- 
curs only five pages from a discussion of 
the Pacific Coast longshore industry, in 
which the troubles of impartial arbitrators 
on various issues are apparently not known 
to Mr. Harris. And the statement does not 
jibe with his own condemnation of mal- 
practices in certain crafts where secret and 
other violations of pledges are all too fre- 
quent occurrences. 

Because of the author’s vigorous views 
on various points, one wishes he had omit- 
ted some of the factual material with which 
the book abounds and thus given more at- 
tention to the more meaty problems of la- 
bor direction, discipline, and control. But 
he has produced a highly stimulating and 
well-written volume, and it would have 
been even more so if he had broken up his 
long chapters by a suitable number of sub- 
titles—an omission which it is hoped he 
will remedy in a future edition. 

HERMAN FELDMAN 

Dartmouth College 


Brooks, Ropert R. R. Unions of Their 
Own Choosing. Pp. 296. ‘New Haven: 
Yale University Press, 1939. $3.00. 
This book is an exposition of the Na- 

tional Labor Relations Act as it has been 

interpreted and administered by the Na- 
tional Labor Relations Board. Its first 
chapter presents three illustrative cases of 
how issues are handled by the Board, with 
excerpts of the testimony given and the 
action taken. There follows a chapter 
providing historical background of the act, 
and then treatments of several phases of 
its application. A chapter on antiunionism 
discusses the chief form of intimidation as 
practiced before the act was passed and 
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“as tuled on by the Board. The fourth 


chapter discusses the meaning and forms of 
collective bargaining, as now understood in 
order to conform with the law. The fifth 
chapter evaluates the effects of the act in 
eliminating strikes where unionism would 
have had to fight its way to collective bar- 
gaining. The sixth chapter deals with 
problems of interunion conflict and the 
unwillingness of minority groups to abide 
by decisions made by the very terms of 
the act itself. The problem of whether the 
act should be broader in its terms, to in- 
clude administration over unfair practices 
of labor unions themselves, is interestingly 
discussed in chapter seven, and this is fol- 
lowed by a meaty discussion as to whether 
the administrative procedure of the Board 
and its subordination to judicial processes 
and approval are adequate to insure justice 
to the parties concerned. The final chap- 
ter is an argument for the act as constitut- 
ing an aid to democracy, achieved through 
the process of wide collective bargaining. 

The chief characteristic of this interest- 
ingly written volume is that it is a com- 
plete defense of the act. Its point of view 
is entirely official, and it makes a strong 
case for every part of the act and prac- 
tically every detail of its administration. 
It is thus a powerful account to be put 
into the hands of those who start out with 
biased views and who will find themselves 
on many points broadened in their com- 
prehension. 

By the same token, the chief deficiency 
of this book is its complete acceptance of 
every part of the act and its administration 
as though the world is never to know any 
better. It is to some degree a brief rather 
than a wholly objective study, and some of 
the problems are much too airily handled. 
For example, the question as to whether a 
union shall be permitted to strike against 
a Board decision and thus to nullify the act 
is met with the statement that the leaders 
of organized labor would be shortsighted to 
do this. But it cannot so easily be dis- 
missed by the workers and employers who 
suffer bitterly through adherence to the 
procedure and spirit of the act. The ques- 
tion as to whether the act will in the fu- 
ture require amendments to assure some 
types* of responsibility on the part of or- 
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ganizations which are given almost official 
status by its terms is not wholly answered 
by refuting many of the unwise proposals 
made at present by enemies of the act. 
Those who feel that the discussion of the 
subject is entirely one-sided will find com- 
plete suppoft in this book, but even those 
who feel that the problem needs more de- 
tached handling will find it an able and 
interesting exposition of what in some cir- 
cles is an orthodox point of view. 
HERMAN FELDMAN 
Dartmouth College 


Picors, PAUL, et al. Social Problems in 
Labor Relations. Pp. xxiii, 325. New 
York: McGraw-Hill Book Co., 1939. 
$3.00. 


Problems in the labor relations of manu- 
facturing plants have been selected from 
the experience of the New Process Rubber 
Company, Inc. and the National Manufac- 
turing Company by the authors of this 
volume and presented in the form of cases. 
Each problem is presented by a specific 
case, each case having been studied and 
checked by the writers, who made their 
contacts for these investigations at the 
work level. 

The opportunity to do such research as 
this is rare. It is not often that companies 
will permit investigators enough of a free 
run of the plant to do a study of this kind. 
But it has been done in this instance, and 
well done. The companies are surely to 
be thanked by all who are interested in in- 
dustrial problems, including industrialists 
themselves, and the investigators are to be 
congratulated on their tact and their keen- 
ness of analysis, which have made this book 
a commendable achievement in a relatively 
new field. 

The problems analyzed in this volume by 
case material are hiring and re-hiring, trans- 
fers, employee rating and lay-off procedure, 
discharge, employee training, length of 
service, wage administration, wage attach- 
ments and loans to employees, hidden pen- 
sions (raising a conflict between unemploy- 
ment compensation and informal company 
policy of taking care of superannuated em- 
ployees), industrial safety, working condi- 
tions, suggestions from employees, vacation,” 
compensation for accidents, union-manhage- 
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ment co-operation, and personality prob- 
lems. These, certainly, are among the chief 
problems confronting industrial operation. 
They bave been covered by well-chosen 
cases which have been so presented as to 
bring out the human as well as the other 
factors involved in each situation. They 
therefore afford illuminating and exceed- 
ingly readable material for every student 
of industrial problems. 

The approach adopted by Messrs. Pigors, 
McKenney, and Armstrong is different 
from that employed by Herman Feldman 
in his Problems in Labor Relations. Dr. 
Feldman’s book is also a case study. But 
in the volume under review, each case has 
been presented at greater length, and, since 
details are greater, the material is more 
suggestive than in Professor Feldman’s vol- 
ume. An even greater difference exists. 
The interests and prejudices which appear 
in industrial decisions can be best revealed 
in the form of conversations between the 
parties involved. This is the form used in 
Social Problems in Labor Relations. 

A business enterprise has been described 
as a “society with an economic aim,” and 
as Professor Philip Cabot says in his 
trenchant foreword to this volume, we have 
heretofore devoted too much attention to 
the economic aim and too little to the soci- 
ety of business firms. “The life of soci- 
ety,” writes Professor Cabot, “and the suc- 
cess of the business (its economic aim) 
must stand or fall together, for it is ob- 
vious that if the business does not pay the 
society will disintegrate, and if the life of 
the society is not vigorous ‘the co-operative 
effort’ on which business success depends 
cannot be obtained.” It is from this stand- 
point that this volume has been planned 
and executed. It explores a relatively new 
field of research. No one need labor the 
necessity of such research today when in- 
dustrial difficulties are so great. The hu- 
manity of industry has become one of its 
most pressing problems. Even when an 
effort has been made by business men in 
the past to solve their plant troubles, there 
has been altogether too little study of the 
specific cases of trouble which has taken 
their attention in the light of general prin- 
ciples. Generally speaking, those business 
men who have sought to solve their per- 
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sonnel problems have had no general back- 
ground and no well-defined objectives other 
than the economic objectives. Conse- 
quently, the foreman, the worker, the 
employment and industrial relations super- 
intendent, the officers and directors and 
investors, have been confronted with prob- 
lems which no one has fully understood, 
and with whose “solutions” no one has been 
satisfied. From the raw materials of such 
researches as those which have led to this 
book may come the approach which will 
place reason where only prejudice, ill will, 
and fury now prevail. 
SMITH SIMPSCN 
University of Pennsylvania 


GREFIN, Joun I. Strikes: A Study, in 
Quantitative Economics. Pp. 319. New 
York: Columbia University Press, 1939. 
$4.00. 


This study presents certain data relative 
to the trends and the causes of strikes in 
the United States during the period 1880 to 
1937, After a brief discussion of the na- 
ture of materials worked with, the author 
launches upon what he chooses to call a 
quantitative analysis of the frequency and 
the severity of strikes during the past fifty- 
eight years. This includes a review of 
statistical data relative to the number and 
the trends of strikes by years, the number 
of workers involved, the relationship of 
strikes, to certain economic phenomena 
such as population growth, prices, and 
wages, and a discourse on the influence of 
unionization and the labor movement upon 
strikes occurring in certain key industries 
such as coal mining, transportation, and 
the building trades. A rather lengthy Ap- 
pendix and Bibliography (pages 207-314) 
present monthly statistics on strikes in 
Massachusetts for the textile, leather, and 
metal industries and for all industries dur- 
ing the periods 1881-94 and 1900-36, and 
a list of sources of data on strikes by states 
of the Union. 

The author frankly admits that the scope 
of the study has been necessarily limited to 
“concepts and problems that could be meas- 
ured and expressed numerically,” and that 
therefore much that was of “intense in- 
terest and practical importance has been * 
left untouched” (p. 201). The quantitative 
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analysis presented, however, has been suf- 
ficient to allow several important conclu- 
sions to be drawn. One fact established is 
that there is no basis for expecting the 
number of strikes occurring in the United 
States either to decline or to increase in 
the future. The records of the past reveal 
a continued oscillation, apparently heavily 
influenced by the progress of at least two 
factors—the business cycle and “the politi- 
cal climate.” Almost invariably, strikes 
have reached their peak in numbers when 
business was about to decline. Again, “the 
majority of all strikes is found in a few 
unionized industries.” The strike seems to 
be “predominantly a union weapon usually 
ordered by and involving unionized person- 
nel” (p. 103), and unionization is “accom- 
panied by an increase or at least by con- 
tinuance, of industrial disputes” (p. 115). 
But some hope for industrial peace is found 
in a further adaptation of the pattern of 
industrial control already developed in the 
railroad and printing-trades industries. 
An attempt at quantitative analysis 
within a field so devoid of reliable and 
complete quantitative data may be a noble 
attempt, but at best it is bound to meet 
with certain fundamental limitations. The 
author has been wise enough to foresee 
and freely admit some of these shortcom- 
ings. Others have perhaps unknowingly 
crept into the study. The critical reader 
will doubtless be conscious of one short- 
coming in reading through the introductory 
chapter, when he fails to find a clear and 
simple statement of the objectives of the 
study, and an explanation as to the meth- 
odology of the projected analysis. The 
statistical presentation could have been 
considerably strengthened by means of bet- 
ter table titles and graphs. Furthermore, 
the general analysis impresses one as be- 
ing spotty and sketchy. The relationships 
between the trend in strikes and the general 
business cycle, prices, and wages are 
stressed throughout the study, yet no at- 
tempt is made at statistical analysis beyond 
the rather precarious direct comparisons of 
unadjusted original data. The author may 
have had good reasons for not carrying this 
analysis to the point of cyclical correla- 
tions, but if he did, the reader is not told 
about it. Again, analyses of the trends of 
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strikes in Massachusetts are presented— 
even to the point of discussing the reasons 
for the migration of the textile industry 
into the South—yet no mention is made 
of the influence of growth of unionization 
(and strikes) within the steel, automobile, 
and rubber-tire industries. Serious ques- 
tion may also be raised relative to the 
propriety of including in any analysis of 
basic trends a period so fraught with ab- 
normalities and extremes as was the war 
period of 1916-20. 

In spite of these deficiencies, however, 
this book is helpful in its discussion of 
source material and in its evaluation of 
the availability and the extensiveness of 
information and statistical data upon this 
disturbing phenomenon. 

PauL A. Dopp 

University of California 


NATIONAL Resources COMMITTEE. Re- 
search—A National Resource. I. Rela- 
tion of the Federal Government to Re- 
search. Pp. vii, 255. Washington, 1938. 
50¢. 


This report presents for the first time a 
comprehensive survey of the research work 
carried on by the various agencies of the 
Federal Government. The study was made 
by a special subcommittee of research un- 
der the direction of Dr. Charles H. Judd. 
It consists of the summary findings and rec- 
ommendations of the committee, to which 
is appended a series of supporting studies, 
by specialists in their respective fields, of 
the research work in both natural and social 
science carried on by the several Federal 
agencies. 

The supporting studies of specialized re- 
search activities are the most useful por- 
tion of the report. They include: a review 
of Federal expenditure for research for 
1937-38; legislative provisions affecting the 
research activities of Federal agencies; re- 
search sponsored by legislative bodies, both 
national and state; research in American 
colleges and universities; the relation of the 
Library of Congress to research; and some 
of the special problems of the Bureau of 
the Census with respect to its social data. 

No one can read this report without com- 
ing to the conclusion that government agen- 
cies have added enormously to both .the 
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quantity and the quality of research re- 
sults. Their organized research facilities 
have opened new fields for investigation 
and have stimulated the invention and use 
of new nethods. Studies which cannot be 
undertaken at all by individual investi- 
gators, even when supported by universities 
or research foundations, can easily be car- 
ried on by government staffs. Only such 
organizations as the Social Security Board, 
W.P.A., National Resources Committee, 
and the Bureau of Labor Statistics could 
gather and organize the material now avail- 
able on such subjects as old-age depend- 
ency, land use, consumers’ incomes, and 
fluctuations in factory pay rolls. 

It is also highly probable that the qual- 
ity of research results obtained by govern- 
ment staffs is better than that which indi- 
vidual workers can produce. Especially is 
this true when the study is of the compre- 
hensive, wide-ranging type of survey which 
rests upon the collection of great masses 
of original data. Such data should receive 
collective scrutiny and judgment, and gov- 
ernment agencies can provide this. As an 
illustration, the Department of Agriculture 
routes all scientific reports through every 
bureau for criticism before releasing them 
for publication. 

Yet this investigation of the research ac- 
tivities of the Federal Government is un- 
fortunately quantitative, not qualitative, in 
its appraisal. Everything that is called re- 
search by the several government agencies 
is treated as such in this report. This pre- 
vents the development of any very clear 
concept of research, and ignores the distinc- 
tion between the genuine, professional re- 
search of some Federal agencies and the ad 
hoc publicity parading under the name of 
research issued by too many other Fed- 
eral agencies. The report likewise ignores 
the extremely important fact that research 
is the major activity of almost no govern- 
ment organization. In most of the agencies 
it is an adjunct limited very largely to find- 
ing ways and means of carrying into effect 
a predetermined program. This fact is 
more significant, of course, for the social 
than for the natural sciences. Yet it raises 
a question which is the central considera- 

* tion in all research work—that of objec- 
tivity. 
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Every one engaged in research, however, 
will be grateful for this comprehensive re- 
view. The study of it will prove stimu- 
lating to the individual scholar to whom re- 
search is an avocation. It will clarify the 
research relationships of the universizies, 
foundations, and government agencies, and 
it offers numerous suggestions for develop- 
ing a division of labor which will enable 
different kinds of research institutions to 
make their respective contributions. 

HaroLp W. STOKE 

University of Pennsylvania 


ELMER, Manvet Conrad, Social Re- 
search. Pp. xvi, 522. New York: 
Prentice-Hall, Inc., 1939. $3.00. 


Dr. Elmer has written a text that should 
prove very useful to those who are in any 
way interested in social research. Although 
some space is devoted to the mechanics and 
tools of research, the main emphasis is laid 
on the principles and philosophy of social 
research, as well as the trends and develop- 
ments in this field. 

The book covers a wide range of topics. 
An idea of its scope may be gained by ist- 
ing some of the chapter headings: Princi- 
-ples and Objectives of Social Research; 
Some Trends in the Development of Social 
Research; Particular Types of Social Re- 
search; Historical Research; Research and 
Culture; Life Histories; Case Method; The 
Unit of Measure and Social Values; Use of 
Statistics in Social Research; The Social 
Survey; Regional Studies; Experimental 
Research; Social Attitudes; The Sample in 
Social Research; and The Interview. There 
is a total of twenty-four chapters. 

Although the wide variety of subjects 
covered is a valuable feature of this bcok, 
this fact also constitutes its chief weakness. 
The treatment of a number of the topics 
has been extremely compressed because of 
the limitation of space. Of course, in writ- 
ing a general text of this kind the author is 
compelled to make the inevitable choice of 
treating certain topics in summary fashion 
or omitting them altogether. In spite of 
this shortcoming, the book is well balanced 
and adequate as a text. 

The discussions of the various topics are 
enriched by descriptions and analyses of 
numerous research studies. A treatment of 
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research principles and techniques in terms 
of actual studies is an extremely valuable 
pedagogical device in this field. In this 
way principles and techniques become tools 
for solving problems, rather than mere ab- 
stractions, On the whole, the illustrative 
examples are well chosen. Much emphasis 
is placed on investigations made prior to 
1850. 

The book is written in a simple and read- 
able style. A selected bibliography is to be 
found at the end of each chapter. 

The author has done a good piece of 
work that will amply repay careful read- 
ing. 

CALVIN F. SCHMID 

University of Washington 


Younc, Pauvre V. Scientific Social Sur- 
veys and Research. Pp. xxix, 619. New 
York: Prentice-Hall, Inc., 1939. $3.00. 
Dr. Young’s work is a practical and 

teachable elementary textbook in the ways 

and means of making quantitative studies 

of certain aspects of society. It fills a 

need in the sociology curriculum of many 

colleges and universities. If a textbook is 
to be judged on the basis of systematic ar- 
rangement of subject matter, selection of 
material, clarity of exposition, and ade- 
quacy of data, this book is a work of merit. 

The first part (95 pages) of the book 
presents a short historical account of the 
quantitative studies of John Howard, Fred- 
eric Le Play, Charles Booth, and the 

Webbs, together with same Americans be- 

ginning with the early sociological “Muck- 

rakers” and ending with the Pittsburgh 

Survey of 1938. Part Two, which com- 

prises almost 300 of the 531 pages of the 

text material, discusses the methods and 
techniques of social surveys. Professor 

Calvin Schmid has contributed half of the 

material (Chapters 11 to 14) in this sec- 

tion of the book. In systematic order Dr. 

Young takes up the Sources of Information, 

Schedules and Questionnaires, the Inter- 

view and Interviewer, the Historical 

Method, and the Case Study Method. Dr. 

Schmid’s material includes Statistical Tech- 

niques, Graphic Presentation, and socio- 

ecological Mechanics and Scales. In Part 

Three Dr. Young explains how social sur- 

veys have been and may be applied to cul- 
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ture groups, social institutions, and urban 
communities. This portion of the book 
‘might have been improved if illustrative 
material had been added to the many in- 
teresting questions and suggestions for 
study. Part Four (26 pages) is a very 
brief chapter on the Organization and Anal- 
ysis of Data. The remainder of the work 
(pages 535 to 598) contains an ample and 
well-selected bibliography (750 items) of 
American social surveys. 

As a text for the beginning student, Dr. 
Young’s book should be interesting and 
stimulating. With all the good qualities 
which the book possesses, it might have 
been enriched if in Part Four the author 
had explained the importance of logical- 
meaningful interpretations of the correla- 
tions and relationships of social data and 
survey findings. In other words, had the 
author unraveled the prefatory statement 
by H. Poincaré, “a collection of facts is 
no more science than a heap of stones is 
a house,” she might have contributed much 
more toward helping students to under- 
stand the significance of interpreting inter- 
related data. This, however, is a common 
failing with many introductory textbooks 
in sociology. 

Finally, the publishing company has not 
added to its reputation in the choice of 
book paper, the typographical arrange- 
ments, and the binding of what is otherwise 
a valuable book. 

WALTER A, LUNDEN 

University of Pittsburgh 


Hooton, EARNEST ALBERT. Crime and the 
Man, Pp. xvi, 403. Cambridge, Mass.: 
Harvard University Press, 1939. $3.75. 
In this epitome of twelve years’ research 

into the anthropology of the American 

criminal, Professor Hooton deftly antici- 
pates the criticism he has already received 
and of which there will be plenty more be- 
fore the academic criminologists roll down 
their sleeves. In the present survey, of 
which this volume is a semipopular sum- 
mary, his purpose was to discover the rela- 
tionships between physical characteristics 
and crime in a fairly large sample drawn 
from the penal institutions of a number of 

states. Excluding the criminal insane and * 

the defective delinquents, who can hardly 
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be adjudged criminal under our system of 
justice, he measured approximately 14,000 
prisoners and compared them with 1,976 of 
their uncaught peers. 

For purposes of the survey, a criminal 
was a person doing time in a penal institu- 
tion, and a member of the civilian check 
sample was one who at the time of the 
measurement was not doing time in a penal 
institution. Professor Hooton discovered 
that racial physical differences tend to be 
associated with racial psychological differ- 
ences, and, of course, these differences 
showed up in the predilection for certain 
offenses by the various racial and ethnic 
groups. 

It must be stated emphatically that Pro- 
fessor Hooton did a thoroughgoing job of 
measuring these specimens, utilizing no 
fewer than twenty-two standard anthropo- 
metric measurements and twelve so-called 
sociological items. He found that the per- 
sistent characteristics possessed by the 
criminal were an age deficiency of 3.80 
years and a weight deficiency of 11.7 
pounds. The criminal also was deficient in 
chest breadth, head circumference, upper 
face height, nose height, and ear length. 
Thus, crime is biological, and the deteri- 
orated organism manifests its inferiority in 
comparatively few and uniform ways. Bi- 
ological inferiority is the primary cause of 
crime, 

The first question that arises in the mind 
of this reviewer is the adequacy of the 
civilian check sample with which these 
criminals were compared. Also, if the 
criminal showed an age deficiency of over 
three years, why not have used civilians 
who were the same age? Using an inmate 
of a penal institution as synonymous with 
“criminal” must cast some doubt as to the 
general validity of the entire investigation. 
Since there are no standard measurements 
for any such category as “criminal,” the 
most that can be said is that certain devia- 
tions were discovered between those in 
prison and those who may arrive there 
later. 

The thesis that criminals as a class and 
as individuals differ from the so-called non- 
criminals both physically and psychologi- 
cally may be true, but such a thesis cannot 
be tested until we have a satisfactory def- 
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nition of what a criminal is. The assump- 
tion that the average or typical criminal is 
stunted mentally and physically certainly 
cannot be demonstrated by an inspection 
of the inmates of the penal institutions. 
The average prisoner may be all these 
things, and to the present reviewer that is 
precisely what Professor Hooton has estab- 
lished. Professor Sutherland’s suggestion 
that the crime problem can be solved by 
weeding out all the males in the population 
should be acceptable to Professor Hooton. 

Let it not be thought for a moment that 
this volume is not a contribution to the 
physical anthropology at least of some of 
our prisoners. By raising this question of 
the relationship of physical fitness to moral 
and social fitness, Professor Hooton has 
opened wide the door for still further in- 
vestigation into an aspect of criminology 
which is by no means settled, anti-Lombro- 
sians to the contrary notwithstanding. 

No review of this book could be com- 
plete without gallant tribute to Professor 
Hooton for his delightfully nonacademic 
statistical presentations, but somehow all 
the mosaics look like the late Bruno Rich- 
ard Hauptmann. 

Finally, we have in this survey a finely 
adjusted mixture of science, moralizing, 
common sense, academic deduction, intel- 
lectual foraging, amiable nose-thumbing, 
suave urbanity, sophisticated satire, and an 
immense amount of careful and no doubt 
tedious statistical analysis. 

J. P. SHALLOO 

University of Pennsylvania 


Lynp, Rosert S. Knowledge for What? 
Pp. x, 268. Princeton: Princeton Uni- 
versity Press, 1939. $2.50. 

Professor Lynd (of Middletown) finds 
American culture thin, brittle, and warped 
by commercial competition. Its social sci- 
ence is spotty in detail, and vague about 
general meaning. Since human beings re- 
quire direction to attain security and co- 
herence, scholars should combine to furnish 
more comprehensive plans.—How? 

Instead of maintaining academic lines, 
experts should gather about common prob- 
lems, co-ordinate their findings, and demon- 
strate the bearing of their results upon cur- 
rent policy. Specialists may not discuss 
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theories of democracy, capitalism, urban- 
ism, and war, without reference to actual 
conditions, They must show how to meet 
existing situations —W hy? 

Social science offers methods of compar- 
ing and analyzing collective behavior so as 
to disclose rational lines of procedure. If 
partial views could be united, we might at- 
tain just perspective upon mutual interests. 
Otherwise, “men build their cultures by 
huddling together, nervously loquacious, at 
the edge of an abyss.”—So what? 

In the process of adjustment, culture 
patterns must be enlarged to meet human 
needs for growth and freedom. Local cir- 
cumstances may set parochial values, so as 
to cramp personal development. The func- 
tion of social science is to transcend provin- 
cial standards and to establish wider fields 
of action—On what lines? 

The author adopts Floyd Allport’s posi- 
tion that institutions are simply ways in 
which men act together. “Society” is just 
a general term including their relations. 
Following the lead of American anthro- 
pologists, “culture” is defined as the system 
of artifacts, associations, and codes of be- 
havior in which we live. The purpose of 
social study is to suggest a more harmonious 
arrangement of these components, so as to 
satisfy the basic wants of everybody con- 
cerned.—By what means? 

Apparently, psychology reveals our fun- 
damental desires, while anthropology pre- 
sents various designs for living together. 
Economics and politics are merely special 
aspects of communal existence; history 
furnishes background for contemporary 
events; and philosophy is an ambitious at- 
tempt to read consistency into the welter 
of world movements. Sociology is dis- 
missed as a premature effort to explain the 
interplay of groups, and must now content 
itself with gleaning data in neglected cor- 
ners. Man seems to be considered a con- 
stant biological factor, and culture a more 
or less casual structure of his wishes.—Js 
that so? 

We may differentiate the material basis 
of life—wealth; the organization of indi- 
viduals—society; and the related norms of 
behavior which each person accepts—cul- 
ture. Evidently standards of conduct arise 
from experience in groups. When anthro- 
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pologists studied simple peoples, they were 
able to contemplate all three phases to- 
gether. Whether they can likewise grasp 
the meaning of our changing complex civ- 
ilization may be doubted. “Divide and 
conquer” seems a wiser motto. Of course, 
synthesis also is necessary. However, this 
may easily become an improvised social 
philosophy or ethic.—W kose idea? 

The counsel to unite specialists in the 
study of selected problems has its own lim- 
itations. Enforced co-operation in research 
restricts original work. Furthermore, who 
shall choose the problems? Government 
officials, foundation directors, and univer- 
sity professors cannot tell us what to seek 
and how to find it. Perhaps social scien- 
tists should determine the bases of human 
relations before attempting to reconstruct 
American culture—What knowledge? 


Howard WooLsTon 
University of Washington 


Auten, R. G. D. Mathematical Analysis 
for Economists. Pp. xvi, 548. New 
York: The Macmillan Co., 1938. $4.50. 


The foundations of economic theory have 
been undergoing a drastic revision at the 
hands of mathematically trained econo- 
mists. The older theory of utility, price, 
cost, production, consumption, competition, 
monopoly, and taxation proceeded by ver- 
bal, or at most graphical, arguments. Cov- 
ering vast areas of printed pages, these 
arguments grew so verbose that it became 
impossible in many cases to keep clearly 
in mind the assumptions and the nuances 
of the argument when arriving at the con- 
clusion. The reader was left with a blurred 
impression that laissez faire was the only 
tenable public policy, for reasons which the 
author had evidently established to his own 
satisfaction and which the reader was too 
befogged to refute. 

Later, when the somewhat more precise 
tool of graphic representation of demand 
and supply curves was developed and ap- 
plied to the discussion of taxation and of 
foreign trade, some more detailed and ex- 
tensive conclusions began to emerge. Thus 
it was “proved” with the help of graphs 
that a tax on a seller in proportion to his 
sales of any commodity would inevitably 
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be reflected in a higher price to buyers, 
but higher by only a fraction of the tax. 
The trouble with this mode of reasoning 
was that it could take account only of one 
commodity at a time, and was utterly mis- 
leading when applied to a commodity re- 
lated to any other, whether in supply or in 
demand. Thus the proposition just cited 
is now known to be false, though it is still 
commonly believed by many economists 
and tax experts, and is made the basis of 
tax legislation. Graphs are adapted only 
to representing functions of one variable, 
whereas at least 2 functions of n variables 
must be used for discussions of the supply 
and demand relationships of n commodities. 
Attempts have been made to generalize the 
graphic argument to n-dimensional space, 
but without very successful or perspicuous 
results. Really to come to grips with the 
problems of the incidence of taxation, or 
of the Agricultural Adjustment Administra- 
tion, requires a use of mathematical analy- 
sis that proceeds by passing from formula 
to formula, with appropriate construction 
of theoretical models for the empirical situ- 
ation by the processes of assumption, de- 
duction, and matching of theory with facts. 

The progress and understanding of eco- 
nomic science has been greatly hampered 
by the inability of economists to use the 
mathematical tools necessary for the suc- 
cessful completion of their reasoning and 
critical study of the resulting theories. A 
good deal of this difficulty goes back to the 
lack of sufficient emphasis on pure mathe- 
matics in the elementary school curriculum, 
where what is called “arithmetic” is so di- 
luted with tables of weights and measures 
and other arbitrary conventions designed to 
make it “practical” that much of the force 
of the genuine mathematics in it is lost. 
A reorganization of elementary and sec- 
ondary education for the intelligentsia that 
would provide a thorough knowledge of 
calculus for every beginning economist 
would result in a new generation which 
would clear away a tremendous amount of 
dead wood in the form of verbose and in- 
accurate treatises on economics. 

One of the difficulties in bringing about 
so desirable a change has been the fact 
that mathematics, especially calculus, has 
so often been thought of as a branch of 
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physical science that it has, in textbooks 
and in teaching, acquired a distinct physi- 
cal tinge. Its true character as the science 
of reasoning about relationships has been 
obscured by an overlay of applications, and 
of textbook problems suggesting applica- 
tions, drawn too exclusively from physical 
relations. The student of economics has 
felt that all this was foreign to his specialty, 
and has been deterred. What was needed 
was a book designed primarily for econo- 
mists which should set forth the requisite 
mathematics in a clear and intelligible fash- 
ion, with applications of each new branch 
of theory to problems of an economic char- 
acter. 

This need has been met surprisingly well 
by Mr. Allen’s volume. It is not a treatise 
on economics, though the reader will learn 
a good deal about economics in the process 
of reading it, but deals primarily with the 
mathematics needed by economists, as its 
title implies. The book is not concerned 
with statistics, but an adequate understand- 
ing of statistical theory requires nearly all 
the mathematics it sets forth. The author 
is quite adequately competent, both as a 
mathematician and as an economist. The 
mature economist whose study of mathe- 
matics stopped in high school, as well as the 
young student, will find this an extremely 
useful means of acquiring simultaneously 
an acquaintance with some of the main 
findings of modern economic theory and 
with the mathematics necessary to examine 
the problems further and to apply them to 
particular cases. 

In a condensed but readable style the 
volume covers a considerable span of math- 
ematics, beginning with elementary college 
algebra and analytical geometry, and pro- 
ceeding through calculus to differential 
equations, the algebra of quadratic forms, 
maxima and minima of functions of sev- 
eral variables, with and without constraints, 
and the calculus of variations. Each sub- 
division of the’ mathematics is applied to 
some economic problem, and there is an 
excellent supply of exercises for students. 
The economist who actually works through 
all this will have gained a vast increment 
in his powers of economic analysis. 

Haroitp Hore Line 

Columbia University 
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Groves, Harotp M. Financing Govern- 
ment. Pp. xvi, 777. New York: Henry 
Holt & Co., 1939. $3.75. 


The appearance of Professor Groves’s 
text in the feld of public finance is an in- 
dication of the widening interest in the 
principles and problems of taxation, public 
spending, borrowing, and financial admin- 
istration. The author is qualified to write 
his text for college courses in public finance 
by virtue of his long experience as a teacher 
and his work in financial administration and 
legislation. He has succeeded in present- 
ing a well-written, comprehensive, and up- 
to-date volume. 

The arrangement of the material by the 
author is unique among American texts in 
public finance. Following a general intro- 
ductory chapter, he immediately proceeds 
to a discussion of taxation, to which well 
over half of the volume is devoted. The 
first chapter on taxation deals with the ap- 
portionment of its burdens and is followed 
by three chapters on property taxation. 
Here the author pauses to analyze the 
shifting and incidence of taxes, and then 
goes on to a treatment of income, com- 
modity, and other taxes. A full chapter is 
devoted to the social security taxes. Sev- 
eral chapters are then given to public ex- 
penditures, but public borrowing receives 
only two chapters, and fiscal administration 
and budgeting only one. Government in- 
dustries and the public domain receive only 
passing references. Because of the unusual 
amount of space given to taxation, the text 
will be especially useful in courses where 
it is desired to concentrate very largely on 
the study of taxation. 

The author avoids dogmatic conclusions 
by weighing the evidence on both sides of 
controversial questions. Thus, in com- 
menting upon the recent Federal undis- 
tributed profits tax, he admits that it was 
exposed to “important objections,” but sug- 
gests that unless a better solution of the 
problem of taxing undistributed profits is 
found, it may be necessary to return to the 
imperfect undistributed profits tax. 

Professor Groves expects property taxa- 
tion to continue as a major American rev- 
enue in spite of the criticism against it. 
General sales taxes are found to be much 
less*simple in administration than their ad- 
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vocates supposed they would be, and econ- 
omists have also denounced their regressive 
burdens. Death taxes, in the opinion of 
the author, probably reduce saving more 
than other taxes because of their concentra- 
tion upon accumulated wealth, but it is 
very doubtful if they undermine necessary 
capital accumulation. Little sympathy is 
shown for the attempts to tax the chain 
stores out of existence with the argument 
that they are a social menace. Net income 
taxation should be developed to supply rel- 
atively more revenue, but it will be neces- 
sary to perfect the technique of income 
taxation if important administrative, politi- 
cal, and fiscal complications are to be 
avoided. 

Recent developments in the field of taxa- 
tion and court decisions are included in 
Professor Groves’s scholarly and well-docu- 
mented volume. The reader will find the 
author’s conclusions well reasoned and will 
respect the fairness of his treatment. 


ALFRED G. BUEHLER 
University of Vermont 


Macmanon, ArtHuR W., and Joun D. 
Mitietr. Federal Administrators. Pp. 
xiv, 524. New York: Columbia Uni- 
versity Press, 1939. $4.50. 


One of the most intricate and difficult 
problems in public administration is that 
of the evaluation of the personal factor in 
relation to organizational position. This 
problem has been the field of interest ably 
pursued by Professor Macmahon. What 
.kind of person fits into a given position? 
What combination of persons will enable a 
given organization to be most productive? 
What form of organization will most hap- 
pily attract and co-ordinate that combina- 
tion of personalities best able to serve the 
public in the performance of a given set of 
substantive functions? 

Messrs. Macmahon and Millett have at- 
tacked the problem from two angles: (1) 
an analysis of the primary operations of 
public management, and (2) a historical 
(chiefly biographical) survey of existing 
practice to discern the trends arising mostly 
out of the scarcely escapable necessities of 
administrative situations, 

On the analytical base the authors distin- 
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guish two fundamental operational groups 
pivoting about the department head. On 
the one hand is an advisory group of per- 
sons unfettered by routine and free to be 
assigned to research or field survey or any 
other activity essential to the formation of 
departmental policy. Some of this group 
should be relatively permanent, since con- 
tinuity of experience in wrestling with de- 
partmental problems, combined with wide 
collateral contacts, is important to the 
steady growth of over-all effectiveness. 
Others may be drawn in as special skills 
and experience are needed. 

The other operation is that of execution 
of the department’s functions, and requires 
a set of supervisory aids stemming from a 
general manager and running in line of 
authority down to and through the bureau 
heads. The number and the character of 
individuals in this group would depend 
upon the work of the department and the 
manner of its organization. With the gen- 
eral manager, theirs is the task of con- 
verting the institutional will into action. 

This general analysis appears mostly in 
Part One on “The Organs of Leadership.” 
The remainder of the book shows how 
these operational features have developed 
in certain departments in response to the 
need for competence and stability. Such 
developments have generally been vague 
and illusory, but there is apparent in the 
biographical record evidence to indicate the - 
trend even in positions perpetually open 
to political appointments. The line of ad- 
vance is much clearer in some departments 
than in others. Part Two takes the de- 
partments one by one, giving the biographi- 
cal histories of the positions of under- 
secretary and assistant secretary. There 
are summaries for each office and a general 
summary chapter. Part Three deals with 
the bureau heads. 

The biographical sketches are interest- 
ing if one knows something of person or 
situation. The authors have supplied a 
considerable amount of illustrative and 
anecdotal material, which becomes most 
intriguing when dealing with some political 
battle, as that involving Finney in the De- 
partment of the Interior or Mitchell in the 
Department of Commerce. On the whole, 
however, this is reference material, the es- 
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sential ideas being expressed in the sum- 
mary sections. 

While every student of public admin- 
istration will want to examine the analyti- 
cal material and sample the biographical, 
the approach to the main problem re- 
mains somewhat elusive. The biographical 
method, like that of analyzing form and 
structure, needs to be supplemented by an 
evaluation of personal and departmental 
substantive achievements. In some in- 
stances this has been done in a somewhat 
incidental fashion and then frequently by 
recording the subjective appraisal of a su- 
perior or an acquaintance. 

The intensive study of personality-in- 
organization in terms of substantive 
achievement could not be undertaken on 
so broad a canvass in a single volume; it 
must wait upon the careful examination of 
particular agencies. 

Harvey PINNEY 

New York University 


WHITE, Leonard D., and T. V. Smits. 
Politics and Public Service. Pp. xii, 561. 
New York: Harper & Brothers, 1939. 
$3.00. 

This book exhibits the qualities of a by- 
product—the by-product of none too pro- 
found thinking on the part of two excellent 
but exceedingly busy men. It attempts to 
restate the problem of achieving respon- 
sible administrative excellence by devising 
a formula through which a division of func- 
tions between politician and administrator 
can be effected. The administrator is to be 
the skilled technician who organizes and 
performs the manifold services society now 
requires of its public servants. To achieve 
a high degree of social efficiency, the ad- 
ministrative branch of government must 
operate strictly on a merit basis, free from 
that political interference which rewards 
party workers with jobs or meets perscnal 
need by placing inefficient or unqualified 
persons in government positions. Security 
of tenure, among other things, is a basic 
essential. In fact, security in the exercise 
of a chosen skill may be looked upon as 
the keynote in the motivation of admin- 
istrative personnel. The case for the ad- 
ministrative branch, for the merit system, 
is well put. 
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The treatment of the other half of the 
problem is far less satisfactory. It is 
argued that parties can survive without 
patronage to the advantage both of them- 
selves and of the public service, Cincin- 
nati, Milwaukee, Dayton, Janesville, and 
the state of Wisconsin are cited as exam- 
ples showing that it can be done. The poli- 
tician’s function (chiefly according to Mr. 
Smith) is that of midwife to the successive 
compromises of social conflict—compro- 
mises which make a going society possible. 
The politician is a trouble-shooter who can 
always be found where trouble is, and 
whose job it is to find some solution, no 
matter how temporizing. That which 
chiefly motivates the politician is the search 
for deference—a feature which makes him 
a good compromiser, since he is disposed 
to be all things to all men for the sake of 
gaining the deference of the largest num- 
ber. His stock in trade, his crowning glory, 
the chief measure of his functional fitness, 
is talk, and if we are to get his co-operation 
in establishing the merit system, we’ve got 
to talk him into it—using the same (though 
somewhat more subtle) blandishments that 
he uses on the voter. 

Mr. Smith seems to have gone off the 
deep end in his speculations. He may well 
be the philosopher in politics, for his com- 
mentary in this volume is highly metaphys- 
ical, having relatively little to do with the 
varied assortment of specimens that a polit- 
ical sociology would surely turn up. But 
the “politician” discussed is one rarely 
found in real life. While many a politi- 
cian has logorrhea and pays homage to pub- 
lic deference, the vast majority of them 
probably have more substantial interests 
in which the element of deference plays pri- 
marily the role of means. In the last chap- 
ter the authors make a slight and extremely 
ethereal bow to the problem of private 
versus public property in American politics. 

In spite of the fogginess of the philoso- 
phizing—especially in the last four chapters 
~—this is a stimulating and persuasive vol- 
ume. And it is all in a good cause: ad- 
vancing the merit system and making de- 
mocracy work well enough to ward off 
dictatorial tendencies. 

: Harvey PINNEY 
New York University 
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ScCHEIBE, Frrrz Husertus. The Civilian 
Conservation Corps. Pp. 80. Wiirzburg- 
Aumiihle: Konrad Triltsch, 1939. 
During a residence of two years as an 

exchange student at the University of 
Georgia, Dr. Fritz Hubertus Scheibe be- 
came convinced that the establishment of 
the Civilian Conservation Corps was an 
event not only of national importance 
within the United States but of interna- 
tional significance. His book does not con- 
fine itself, therefore, to a description of the 
purposes and methods of the Civilian Con- 
servation Corps in the United States. It 
attempts, as well, to place this new agency 
in its historical and international setting. 

In tracing the historical development of 
the idea of national labor service, Dr. 
Scheibe describes the participation of mili- 
tary troops in peacetime construction work 
under Hammurabi in Babylon, Alexander 
the Great in Persia, and Probus in Rome. 
The postwar development of work camps 
in Bulgaria and Germany he regards as 
modern counterparts of these ancient prac- 
tices. The German work camps in the 
years that followed the war were voluntary 
associations of young men who served with- 
out compensation with the ideal of helping 
to rebuild their country. Under the Third 
Reich, service in the camps is compulsory 
for all young men in Germany. 

The Civilian Conservation. Corps in the 
United States, established twenty-three 
years after William James’s article in 1910 
on “The Moral Equivalent of War,” is, 
in the eyes of the author, the American 
development of the same historical idea. 
This I doubt. To me it seems of vital 
importance to differentiate between (1) 
peacetime work camps in which an army 
or conscripted group is required to devote 
its efforts to construction and conservation 
work, (2) work camps in which young citi- 
zens voluntarily contribute their energies 
without pressure or compensation in con- 
nection with national or local conservation 
projects, and (3) work camps in which a 
government hires and pays reasonable com- 
pensation to unemployed young men to ac- 
complish national conservation purposes, 
and in which the government provides op- 
portunities and incentives to the men to 
improve their personal fitness and emptoy- 
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ability. The Civilian Conservation Corps 
falls within the third group. In this respect 
it appears to be a unique development of 
the work-camp idea. 

To the German reader who wishes to ob- 
tain a description of the organization and 
operation of the Civilian Conservation 
Corps, Dr. Scheibe’s book is valuable. 
Notwithstanding his misinterpretation of 
the origin and place of the Civilian Con- 
servation Corps in the American scene, the 
author’s facts, as distinguished from his 
interpretation of them, are carefully ob- 
tained and accurate. He is, I believe, en- 
tirely correct in his main thesis that the 
Civilian Conservation Corps is of great sig- 
nificance as a means of attacking funda- 
mental social and economic problems of 
this Nation. 

ROBERT FECHNER 

Washington, D. C. 


Lewis, Harotp MacLean. City Planning 
—Why and How. Pp. xxi, 257, New 
York: Longmans, Green and Co., 1939. 
$2.50. 

Probably no subject has been clouded so 
much in the public mind as city planning, 
especially during the past decade. It is, 
therefore, with a profound sense of relief 
and gratitude that one turns to this study 
by one of the Nation’s foremost city plan- 
ners, Harold Lewis. The author has been 
active as a consultant and director of plan- 
ning surveys for many years. He has been 
associated with such men as Thomas Ad- 
ams, Robert Whitten, Russell Van Nest 
Black, Edward M. Bassett, Flavel Shurt- 
leff, Lawrence Orton, and the late John 
Nolen. His interest in other fields of en- 
deavor has been indicated by his participa- 
tion in informal discussion groups led by 
Harold Buttenheim. Recently, he has been 
engaged in teaching. He is, accordingly, 
eminently qualified to perform the task of 
presenting this engrossing subject of plan- 
ning in simple terms and with refreshing 
clarity. 

Teachers, editors, writers, and those who 
conduct discussion groups will want to 
know what is in the book that will be of 
service to them. Part I deals with the 

* “why” of housing, sketching the historical 
background and touching briefly but surely 
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on such standard topics as place of work 
and residence, schools, transportation, ma- 
terials needed for construction and living, 
and public services. In Part II, the “how” 
of planning is presented by the author. He 
commences with the part that the citizen 
must play in this process, suggests the out- 
lines of organization and work of planning 
authorities, and devotes approximately ten 
pages each to such matters as: population, 
transportation, highways, zoning, recreation, 
schools, civic centers, subdivisions, taxa- 
tion, and the larger relations of public plan- 
ning. 

Obviously, within such narrow limits, one 
can do little more than submit terse state- 
ments of things that should be done and 
errors that should be avoided. The reader 
will have to accept such dicta as the mature 
judgments of a qualified specialist. On the 
whole, controversial issues are handled with 
restraint. The author is content to state 
the alternatives where there is equal weight 
of professional opinion on two sides of a 
question. This method suits very well the 
purposes of the citizen who wants to know 
the essence of planning so that he can act 
intelligently when measures are submitted 
to him for a vote or an expression of ap- 
proval. It also fits in with the program of 
a teacher or an instructor of an adult 
study-group, who has to have a base on 
which to build his more elaborate struc- 
tures of fact and opinion. 

However, I cannot help feeling disap- 
pointed in the chapter on the role of the 
citizen. I know that the author has de- 
voted much time to this problem, and his 
suggestions undoubtedly reflect deep and 
careful thought. Not long ago the New 
York City Park Commissioner was success- 
ful in winning legislative approval of his 
plan for a bridge at the Battery, against the 
wishes of scores of civic agencies and 
nearly every important planning expert in 
the city. I think that it is fair to say that 
there was adequate publicity and citizen 
interest. Why, then, did the Commission- 
er’s Plan defeat the plan of the experts? 
It is my own belief that there will be no 
effective and judicious popular control over 
planning projects until we have provided 
for official community representation. Too 
many of our citizens’ groups are mere 
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“fronts” for real estate owners or other 
special interests. Councilmen know this 
only too well, and they prefer, therefore, 
to be influenced by a public servant un- 
trammeled by selfish interests to experts, 
however sincere and honest, who are 
backed by men with axes to grind. As 
one critic remarked, the existing civic agen- 
cies of the metropolis were none of them 
very eager to provide the poor with decent 
housing—so why listen to their views on 
the beauty of the seascape? (Cf. pp. 
120-21.) 

At the present stage of its development, 
city planning is struggling to establish itself 
as a science. The author of this work is 
most ingenious in avoiding any reference to 
broad questions of social policy. Although 
my own appetite for a complete and sys- 
tematic treatise on the subject is not satis- 
fied by Mr. Lewis’ book, I feel that this 
book deserves wide circulation. If it is in- 
strumental in awakening interest in the 
technical aspects of planning, perhaps it 
will be easier, at some later date, to create 
a philosophy and a program of public plan- 
ning. 

This book includes a carefully selected 
bibliography and an adequate index. It 
is attractively illustrated with maps and 
charts. As a text or as a short book for 
the general reader, it is the best in the 
field. 

Roy V. PEEL 

New York University 


Perry, CLARENCE ARTHUR. Housing for 
the Machine Age. Pp. 261. New York: 
Russell Sage Foundation, 1939. $2.50. 


Housing for the Machine Age deals 
clearly with a series of devices which might 
easily be employed in reorganizing the rela- 
tion between living and dwelling so that 
each may be closely related to the other 
through the mechanics of neighborhood 
planning. Mr. Perry, long a pioneer in the 
study of neighborhood communities and 
their potentialities as antidotes to the pres- 
sure and distortions of modern home life, 
has succeeded in bringing within the scope 
of a few pages a plan which is practical 
and simple to apply, and requires no radi- 
cal changes in our fundamental legal ma- 
chinery. 


160 


In building up his plan, the author cites 
many interesting and outstanding examples 
of neighborhood planning which in part 
embody the advantages which his scheme 
of neighborhood development entails. 

Recent government activity in the direc- 
tion of providing decent housing for the 
large majority of the people must fail. 
The task is too great, and the present 
framework of our government cannot lend 
itself to such widespread public building 
enterprise without running the risk of mak- 
ing housing a public utility. While there 
might not be any serious objection to such 
service, it is hardly conceivable that within 
the span of time required to meet the pres- 
ent housing needs such a fundamental 
change in our political system will take 
place. Mr. Perry suggests that the power 
of land acquisition and planning control be 
used in close co-operation with private 
enterprise, so that the handicaps involved 
in developing large neighborhood units fully 
equipped with the essentials of living in 
normal relations with our neighbors and 
our environment may be overcome. Pri- 
vate enterprise would then be able to use 
the various powers of land acquisition, land 
control, planning regulations, and a broad 
planning outlook in projecting large hous- 
ing schemes which would be consistent with 
modern requirements for living and would 
be free from the hazards of deterioration 
and blight. 

It is to be expected that Housing for the 
Machine Age will not remain merely an- 
other addition to the valuable literature on 
housing, but that its plan will be translated 
into effective legislation and administrative 
practices in which private enterprise will 
share with the commonwealth in the task 
of creating decent housing facilities in 
neighborhoods worthy of civilized commu- 
nities. 

CAROL ARONOVICI 

New York University 


THORNDIKE, E. L. Your City. Pp. 204. 
New York: Harcourt, Brace and Co., 
1939. $2.00. 

It is obvious that cities of the United 
States differ one from another, but an 
average traveler would be hard put to give 
an adequate description of the bases of 
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the differences. Certainly more than eye 
impressions and casual contacts is involved. 
Professor Thorndike has spent three years 
in an attempt to establish concretely the 
characteristics of the 310 American cities ` 
with populations in excess of 30,000. The 
detailed results are to be found in a memoir 
of the New York Academy of Sciences, 
“American Cities and States.” Your City 
is a popular summary of these materials 
presented nontechnically for the general 
reader. 

Professor Thorndike has compiled for his 
cities data on approximately three hundred 
items, ranging in scope from population, 
per capita wealth, and public indebtedness 
to annual salary of full-time workers in 
chain stores, illiteracy rates, and per cap- 
ita tobacco sales. The ranking of any city 
with respect to any one of these three hun- 
dred traits is the starting point of his dis- 
cussion. The author, however, goes far 
beyond this simple rating, for his primary 
interest is in what he terms “the goodness 
of life for good people in a city.” He 
therefore selects thirty-seven traits which, 
in combination, he believes have signifi- 
cance as an index of “goodness.” The 
cities are then rated with respect to their 
“G” quality (goodness), with results that 
put Pasadena at the top and certain south- 
ern cities at the bottom of the long list. 
These variations established, the task is 
then, through correlation techniques, to de- 
termine the factors that influence the “G” 
score of the cities. To what extent is the 
“goodness of life for good people” influ- 
enced by taxable wealth, by private income, 
by certain personal qualities (as judged by 
a combination of such traits as library ex- 
penditures, home ownership, and others), 
by size—and so on through a long list of 
traits singly and in combination? The data 
and their analysis lead Dr. Thorndike to 
the conclusion that the personal qualities 
(“P” factor) and incomes of citizens (“I” 
factor) account for about 85 per cent of 
the differences one finds in his 310 cities. 
On the other hand, the work of government 
contributes only 5 per cent to the varia- 
tion; homogeneity of race, 1 per cent; 
physical health and energy, only 3 per cent. 

The purpose of the author is to lay bare 
the factors that will make better life in 
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American cities possible. If life is good in 
some cities, there must be reasons for the 
goodness. These may be established by 
comparisons with less good cities. Once 
the variables underlying goodness are un- 
covered, the less favored cities can con- 
sciously take steps that will improve tieir 
status and the goodness of life of their 
inhabitants. 

In this brief review, the intention has 
been to describe the nature and the purpose 
of Professor Thorndike’s volume. Critical 
methodological analysis and comment will 
have to rest on careful study of the lazger 
memoir. But it is clear that these mate- 
rials will provide a fresh impetus to the 
study of American cities (even as Ogburn’s 
somewhat comparable studies have done), 
and that they will serve to stimulate more 
exact study in the field of urban sociology. 

Matcotm M. WILLEY 

University of Minnesota 


Stone, Donatp C. The Management of 
Municipal Public Works. Pp. xv, 344. 
Chicago: Public Administration Service, 
1939. $3.75. 

The title of this book will unfortunately 
limit its audience. It will make many peo- 
ple pass the book by, thinking that it is all 
about sewer cleaning and garbage collec- 
tion. Actually, it is a treatise on the ele- 
ments of public management, with special 
emphasis upon the management of a public 
works department; or one might say, with 
illustrations drawn particularly from the 
problems of a public works department. 
That such a book can be addressed to pub- 
lic works engineers is a sign of the coming 
of age of public administration in the 
United States. 

While the book appears over Mr. Stone’s 
name, he is the first to point out in his 
Preface that it is the reflection of the 
twelve-year growth of an unusual and re- 
markable institution, of which, in its vari- 
ous stages from infancy to maturity, he 
has been director. Without the work of 
the institution, the book would have been 
impossible. The publication of the Look 
justifies a moment's attention to the insti- 
tution. a 

In 1927, under the guidance of Cherles 
A. Beard, Henry M. Waite, and Clarence 
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E. Ridley, the National Committee on Mu- 
nicipal Standards was launched, to see 
whether scientific measurement could be 
devised for public services as a tool for 
the improvement of governmental admin- 
istration. Three years later the program 
was taken over by the research committee 
of the International City Managers’ Asso- 
ciation, of which Louis Brownlow was 
chairman. It early appeared that the only 
useful way to conduct research in this field 
was to carry on laboratory experiments in 
operating agencies. The public works de- 
partment seemed a fruitful place to start, 
because the services which it performed 
were apparently more susceptible of objec- 
tive measurement, and involved fewer 
value judgments than those of other de- 
partments, 

So began a program of “installing” meas- 
urement and management systems, upon 
which the economic crisis led so many gov- 
ernments to call that the demands threat- 
ened to deflect the agency from further the- 
oretical advance. (The agency is now set 
up as Public Administration Service, de- 
scribed in the article by Hal Hazelrigg, 
“The ‘1313’ Group in Chicago,” THe An- 
NALS, September 1938, p. 184.) It is to 
the credit of the Director, Mr. Stone, that 
he has, despite this pressure, found the 
time to “interpret this rich experience in 
terms of the principles, procedures, and 
techniques which have emerged as valid for 
general application” (p. ix). 

The book thus undertakes to set public 
works management in its larger framework, 
to make the department head understand 
his relationship to overall organization, per- 
sonnel administration, city planning, bud- 
geting, accounting, purchasing, public rela- 
tions—the total scheme of administration. 
This purpose it fulfills succinctly, compen- 
diously, authoritatively, distilling the wis- 


dom of a uniquely rich experience. 


CHARLES S. ASCHER 
Social Science Research Council 


KNER, CHARLES. Illustrative Materials 
in Municipal Government and Admin- 
istration. Pp. xix, 632. New York: 
Harper and Brothers, 1939. $3.50. 


A few years ago Professor Charles M. 
Krřeier of the University of Illinois pub- 
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lished a textbook on municipal government 
that was very well received. He has now 
provided a book of readings to supplement 
it. The task of reviewing a work of this 
sort is a formidable one. Nearly every 
teacher of government has his pet the- 
ories of governmental action and his fa- 
vorite materials. But so well has the 
author subordinated his own personality 
and so rich and complete are the excerpts 
from books, public reports, and articles in 
professional journals which he has packed 
into these 600-odd pages that nearly every- 
one ought to be satisfied with his most re- 
cent work. The subject matter is evenly 
divided between government and admin- 
istration. Under the first heading the au- 
thor includes matters relating to the 
creation and the legal status of municipal 
corporations, municipal home rule, admin- 
istrative supervision and control over cities, 
urban representation in state legislatures, 
municipal liability, the municipal electo- 
rate, registration and elections, forms of 
city government, and popular control of 
city government. The second half is con- 
cerned with the familiar topics of person- 
nel, planning, and the public services. 

It may 
schools with limited library facilities and 
municipal research bureaus will find this 
book extremely useful. The latter section 
is particularly good and, in the opinion of 
this reviewer, greatly superior to the au- 
thor’s treatment of administrative ques- 
tions in his textbook. Some important 
features of administration are omitted, but 
the line has to be drawn somewhere. On 
the whole, materials most useful to stu- 
dents of municipal governments in cities 
of average size seem to have been included. 

The subject matter of the first section of 
the book, which deals with “government,” 
reflects the author’s interests as Director 
of Research for the Illinois Legislative 
Council, which position he currently occu- 
pies. Chapters One to Five are, as is indi- 
cated in the enumeration of titles given 
above, rather ponderously legalistic; but 
formalism is essential to the thought and 
expression of legislators and judges in de- 
fining the powers and obligations of mu- 
nicipal corporations. One cannot utter 
sprightly sentiments about Dillon’s rule or 


be confidently asserted that 
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about administrative control of states over 
cities. However, some of the material in- 
cluded in these chapters is out of date 
already. Since neither courts nor legisla- 
tures move very far from the positions 
they assumed a generation ago, this objec- 
tion is not a serious one. The materials 
on parties and elections, on the other hand, 
are highly unsatisfactory, not because qual- 
ified authorities have been neglected 
(Beard, Munro, Gosnell, Jones, et al., are 
represented), but because the more recent, 
fresher, and more penetrating studies of 
urban politics are ignored. Our greatest 
problem today in the field of municipal 
government is to create an intelligent citi- 
zen interest in local government and to 
organize it for action. There is nothing 
in this book for that interest to feed upon. 
Perhaps the reviewer’s discontent with the 
first section of this book may be laid to 
his aversion to all collections of “readings” 
or “materials” that do not come in loose- 
leaf form. But there would have been 
more rejoicing among those who take to 
heart the shocking indifference of the citi- 
zens in many of our cities to anything 
resembling municipal reform, if this col- 
lection of documents and writings had 
contained extended reference to the geo- 
graphic, demographic, economic, and politi- 
cal backgrounds to urban government. The 
portions devoted to municipal corporations 
and administrative supervision could have 
been reduced to a few pages, especially 
since complete and up-to-date information 
in these fields is available in the form of 
news letters and journals at comparatively 
small cost. 

If the reviewer may now, like General 
Hugh Johnson, perform one of his cele- 
brated reverses, he would like to recom- 
mend this work to all those who desire a 
concise and accurate picture of municipal 
government and administration. One can- 
not discuss with conviction any of the more 
pressing problems confronting the modern 
city without mastering the principles which 
are illustrated in this book. If it is used 
in this way or as a supplement to one of 
the standard textbooks in city government, 
Professor Kneier’s Illustrative Materials 

° will prove to be of great value. It is worth 
noting, too, that the book is attractively 
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bound and printed. There is an index, and 
each page is labeled, so that it is relatively 
easy to find any material desired. 
Roy V. PEEL 
New York University 


ANDERSON, WitL1am (Ed.). Local Gov- 
ernment in Europe. Pp. xviii, 453. New 
York: D. Appleton-Century Co., 1939. 
$4.00. 


This is a timely volume. A compre- 
hensive text on European local government, 
embodying the striking changes which re- 
cent years have brought to its theory and 
practice, has long been needed. This vol- 
ume also contains generous excerpts, in 
excellent translation, from the statutes re- 
lating to the organization and procedures 
of local government for each of the coun- 
tries considered. 

Competent scholars have prepared the 
several chapters: R. K. Gooch, England; 
W. R. Sharp, France; F. M. Marx, Ger- 
many; Arthur Steiner, Italy; B. W. Max- 
well, Russia. Within the very narrow space 
allowed them, they have each done a work- 
manlike job. This great body of reliable, 
up-to-date information will be very valu- 
able for classroom purposes. 

It is to be regretted, however, that lack 
of space has, generally speaking, limited the 
authors to a consideration of legal organ- 
ization and relationships. Extracts from 
the statutes occupy one-third of the vol- 
ume. The remaining three hundred pages 
are assigned as follows: England, 83 pages; 
France, 89; Germany, 51; Italy, 31; Rus- 
sia, 46. The most complete of the essays 
is Professor Sharp’s admirable treatment of 
the relatively simple French system. Even 
Professor Gooch could not be expected to 
write a realistic and detailed description of 
the much more complicated English local 
government in 83 pages. The remaining 
authors had even less opportunity for a full 
treatment of their subjects. 

The repeated use by Professors Marx 
and Steiner of the word “autonomous” as 
applied to the municipalities of Germany 
and Italy must raise serious question in the 
mind of any American reader. It is pos- 
sible, but unlikely, that municipal authori- 
ties selected by a central government will 
actually display an initiative and independ- 
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ence which might be characterized by the 
term “autonomous.” Only very strong evi- 
dence could make Americans believe that 
even an approximation of local self-govern- 
ment is possible in a totalitarian state. The 
evidence as it appears in these essays is, in 
fact, all the other way. It is interesting to 
note that Professor Maxwell specifically de- 
nies autonomy to the cities of the Soviet 
Union. 

The most provocative sentence in the 
book is in Professor Anderson’s introduc- 
tion: “Whereas once the test of goodness 
in local government was its tendency to 
preserve liberty and to promote the train- 
ing of the citizen in his public responsibil- 
ities, today the twin tests are economy and 
efficiency in producing certain administra- 
tive results.” It leads us to expect that we 
are to learn something of the quality of 
local administration in the totalitarian 
states. Professor Maxwell frankly admits 
the backwardness of the Russian cities; but 
aside from somewhat excessively laudatory 
references to the German civil service by 
Professor Marx, there is nothing of value 
on the actual operation of local govern- 
ment in Italy or Germany. There is noth- 
ing in this book to shake our cherished be- 
lief that in local government the democratic 
process and efficiency are still compatible. 


Tuomas HARRISON REED 
New York, N. Y. 


WEINTRAUB, RUTH G. Government Cor- 
porations and State Law. Pp. 200. New 
York: Columbia University Press, 1939. 
$2.75. 


The increasing use of the corporate form 
in the conduct of a wide variety of Federal 
Government enterprises is one of the most 
significant of recent developments in Amer- 
ican public administration. Many prob- 
lems have been raised—some administra- 
tive, some legal, some involving broad 
questions of social policy. Dr. Weintraub’s 
book analyzes “only those problems which 
involve the effect of state law on national 
government corporations and the reaction 
of the latter on state law.” The author 
expressly states that “it is not the purpose 
of this monograph to argue the merits or 
demerits of the corporate form for govern- 
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mental activities, nor to discuss the general 
problems of governmental corporations.” 

Many of our government corporations, 
though Federally owned and operated, have 
been chartered under state law. Part I is 
a brief analysis of this practice, with the 
conclusion reached that the threatened dan- 
gers have not been realized. Part II is a 
study of state attempts to limit the govern- 
ment corporation through taxation, through 
taxation of employees, and through seeking 
compliance with state regulations affecting 
corporations generally. The recent deci- 
sions of the Supreme Court regarding re- 
ciprocal taxation of governmental salaries 
place the second of these subjects in an 
entirely different light, and illustrate the 
difficulty of keeping up to date in this fast- 
moving field. Part III presents a more 
friendly side of government corporation- 
state relations—namely, state facilitation 
of the various Federal programs by means 
of favorable state legislation and admin- 
istrative co-operation. For those unfamil- 
iar with the corporate development in the 
Federal Government, a factual summary 
of important government corporations is 
included as an appendix. 

The muddled nature of the question of 
the extent to which government corpora- 
tions are subject to state taxation and regu- 
lation emerges only too clearly, Few will 
disagree with the author’s major conclu- 
sion that clarifying Federal legislation is 
greatly needed. The reviewer, however, 
is unable to share the author’s amazement 
at the discovery that “the New Deal gov- 
ernment corporation did not solve the un- 
derlying historical problem of functioning 
under a federal system” (166). The cor- 
porate device has many advantages, both 
claimed and realized. To recognize (and 
attempt to remedy) the problems of Fed- 
eral-state relations which accompany its 
use is one thing. To expect a form of or- 
ganization the chief advantages of which 
are administrative to solve the “complica- 
tions of the federal system” is quite an- 
other. 

As an analysis of a particular set of prob- 
lems within the general study of govern- 
ment corporations, Dr. Weintraub’s book is 
one of the few existing among the many 
which are sorely needed. It will be of 
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particular interest to the student of law 
and the student of administration. 
Jonn McDrarmw 
University of Southern California 


CLARK, Jonn M. Social Control of Busi- 
ness. 2nd ed. Pp. xvi, 537. New York: 
McGraw-Hill Book Co., 1939. $4.00 
school ed.; $5.00 trade ed. 


The present edition follows the same 
plan as the first (1926), except for the 
addition of Part IV, entitled “The New 
Era: Depression and Comprehensive Con- 
trol.” The new material, according to the 
author, amounts to approximately one- 
fourth the bulk of the older volume. The 
chapters carried over from the first edition 
have been revised and brought up to date. 
Two types of control are considered: first, 
partial, or negative, controls superimposed 
on a system mainly individualistic; and, 
second, comprehensive, or positive, controls 
designed to correct organic maladies in the 
economic system. 

As between these two types, Professor 
Clark gives major consideration to the 
former. In the first thirteen chapters he 
is concerned primarily with the effects of 
governmental intervention on individual 
economic activity; he devotes twelve chap- 
ters to public utility and antitrust regula- 
tion—both negative; he gives only one 
chapter to the newer and more positive 
controls introduced since 1933, and only 
one chapter to economic planning. This 
disproportionate allocation of space to neg- 
ative controls is inconsistent with his ex- 
plicit recognition that such controls are in- 
adequate and that comprehensive controls 
of positive character are essential in the 
modern economy. 

Professor Clark presents no systematic 
theory of social control. He regards soci- 
ety as a mere aggregate of individuals with- 
out organic purpose. What lies back of the 
state is “a medley of groups with conflicting 
economic interests.” Social control has no 
positive purpose, but, instead, “a rather 
disconnected series of purposes.” Our con- 
trols therefore are piecemeal, ameliorative, 
“imperfectly social,” or “half-social”; “our 
system has been that of a nation which 
does not know what it wants”; our controls 
are directed toward “no known destina- 
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tion.” All social control is coercive as 
against individuals, and should therefore be 
minimized. In so far as he submits posi- 
tive recommendations, Professor Clark 
favors a vague form of democratic grad- 
ualism which he labels “social-liberal plan- 
ning,” the retention of private enterprise in 
essentially its present form, “self-govern- 
ment” in industry but on a broader base 
than N.R.A., further ‘refinement and im- 
provement of established techniques of con- 
trol, and a retreat from the New Deal 
coupled with a careful “reconnaissance into 
the possibilities of planning of the social- 
liberal sort.” 


On the whole, Professor Clark’s analysis’ 


is abstract and unrealistic. He makes no 
searching diagnosis, based on documentary 
evidence, of the condition of agriculture 
and labor, of the concentration of wealth, 
income, and economic power, of mass pov- 
erty, unemployment, and insecurity, of the 
exploitations of monopoly and finance cap- 


` italism, of the waste of natural resources, 


and of other defects in the economic order, 
which constitute the justification for gov- 
ernmental intervention. Intellectually, 
however, he is aware of these problems; he 
recognizes that competitive capitalism can- 
not be restored, that to maintain the pres- 
ent economic system “is not one of the 
possibilities,” and that some form of eco- 
nomic planning is necessary. Yet, emotion- 
ally, he is unprepared to accept his own 
logic. His sympathy for the individualistic 
tradition and his distrust of popular gov- 
ernment cause him to advocate a timid, 
mildly humanitarian experimentalism in 
which he himself seems to have little con- 
fidence, 
Horace M. GRAY 
University of Illinois 


Brryon, F. J. VAN. State Interference in 
South Africa. Pp. x, 322, London: P. 
S. King and Son, Ltd., 1939. 15s. 


This book gives a comprehensive picture 
of governmental policy respecting the eco- 
nomic system in the Union of South Af- 
rica. The subjects discussed include: safe- 
guards and restraints to free competition, 
government-operated industries, tariff pro- 
tection and foreign trade, monetary policy; 
agriculture, labor, and transportation. The 
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scope of the book is almost too broad for 
a single author, and it suffers at times from 
a lack of clarity and fullness of exposition. 
Nevertheless, its encyclopedic character 
helps to give a rounded picture of South 
Africa’s economic policy. The author 
makes good use of economic theory for 
analysis and criticism. 

The general direction of South Africa’s 
economic policy parallels that of the other 
English-speaking democracies in remarkable 
fashion. All these countries seem to be 
evolving broadly similar policies, not be- 
cause they are borrowing from one an- 
other’s experience—for nations do not 
commonly so borrow—but because their 
economic problems are pretty much the 
same. In South Africa public policy is, 
of course, tending far away from laissez 
faire, though not in the direction of an at- 
tack upon the institution of private prop- 
erty. Public ownership, though increasing, 
is limited mainly to public utilities. As 
seems universally characteristic of an aging 
economic system, South African policy is 
tending toward control of competition and 
schemes “under which vested interests are 
protected by various means or are allowed 
to insulate themselves from their competi- 
tors,” with the effect of increasing costs and 
prices. Agricultural laws are introducing 
price control and restriction of output. 
Collective bargaining and unemployment 
insurance have been provided for by law, 
together with fixation of wages in unorgan- 
ized industries. Add to that tariff protection 
and nationalistic motives in the control of 
foreign trade to round out world trends, 
and a Native policy more vicious than 
(even if as understandable as) Southern 
treatment of American Negroes to give lo- 
cal color, and the broad strokes of the 
picture are nearly complete. 

We might hope to have similar studies 
of economic policy in all the remaining 
English-speaking countries. Only by draw- 
ing all aspects of policy together and seeing 
it whole can we know at all where we are 
going. 

JoHN THURSTON 

Northwestern University 


‘GIERKE, Otto von. The Development of 


Political Theory. Pp. 364. New York: 
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W. W. Norton and Co., Inc., 1939. 
$4.00. 


It was Maitland who “discovered” Otto 
von Gierke for English-speaking students 
and gave him assured eminence as “the 
greatest legal historian” of last century. 
Maitland translated his Political Thought 
in the Middle Ages (1900); and Ernest 
Barker, his Natural Law and the Theory of 
Society (1934). Now Dr. Freyd gives us 
in English a work on Althusius that ap- 
peared originally in 1880. It is divided 
into two parts. The first deals briefly with 
the life of Althusius and the doctrines set 
forth in his Politics (1603) and in certain 
less notable books on jurisprudence. The 
second part is very much longer, compris- 
ing almost five-sixths of the whole book. 
In half a dozen chapters Gierke examines 
successively the main doctrines of the Poli- 
tics, such as the social contract, popular 
sovereignty, representation, and federalism. 
His method, though unusual, is most il- 
luminating. In each case he looks back 
from Althusius to medieval origins and 
forward from him to the last decade of the 
eighteenth century, when the influence of 
natural law culminated. He gives us, in 
fact, a genetic account of those systems of 
thought which may be grouped together 
under the phrase, “natural-right theories of 
the state.” 

Gierke confesses that this second part 
grew to unexpected dimensions. Yet he 
did limit the scope of his treatment. He 
held himself to the consideration of Al- 
thusian doctrines in their juristic bearing. 
He consciously abstained from relating 
changes in theory to changes in practical 
life. He centered his interest in natural 
law, which was to him “essentially a juristic 
and even a one-sided construction of Soci- 
ety and the State.” His interests had long 
been attracted by the theory of corpora- 
tions and, in a more restricted sense, juris- 
tic persons. Modestly he refers to his 
production as a mere “patchwork” that 
can have only a limited appeal and pre- 
tend only to the merit of a beginning. 
He does claim to have corrected, at some 
points, earlier views about the sources of 
“those deep-channeled streams of political 
thought.” He tries to show that justice 
has not been done to the German contribu- 
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tion; and he rescues from oblivion not only 
the “almost forgotten” Althusius, but also 
not a few of his fellow countrymen. 

One is struck by Gierke’s solidity of 
learning, by the mass of material that he 
has worked over and drawn upon. The 
notes occupy more than half the book. 
They attest to an astonishing range of re- 
search. Unfortunately, they are defective 
in form. Dates are almost never given. 
Books are referred to as already cited, al- 
though the titles appeared incidentally in 
some obscure connection and therefore can- 
not be found without long, vexatious search. 
The titles are printed in roman type, some- 
times with single or double quotation 
marks, sometimes without them. The in- 
dex is altogether inadequate. 

It is characteristic of political philoso- 
phers, no doubt, that mere practice (as in 
the case of medieval representation) should 
seem of little value as compared with ab- 
stract and systematic reasoning upon it, 
or that the reappearance of an idea should 
indicate borrowing from an earlier source 
rather than independent invention. Gierke 
lauds Althusius because, as against men 
with merely concrete aims, he clothed his 
doctrine in “purely theoretical form” and 
in “the vesture of abstract academic the- 
ory”; and he insists that both Huber and 
Rousseau must have borrowed from Al- 
thusius, although “strict proof can hardly 
be given.” Does he exaggerate the creative 
power of Althusius and the world’s debt to 
him? At times, as when the Althusian ver- 
sion of the social contract is pronounced to 
be of “epoch-making importance,” one may 
be inclined to think so. Yet he does in- 
dulge in occasional criticism. Althusius 
was “more clear than deep, more acute 
than wise”; his sentiments have a certain 
insipidity of tone; and he “is readily satis- 
fied with materials, however fragile, fash- 
ioned in the pattern of pure logic.” 

Epwarp McCHESNEY SAIT 

Pomona College 


Mosca, GAETANO. The Ruling Class. Pp. 
xli, 514. New York: McGraw-Hill Book 
Co., 1939. $4.50. 

The tragedy of Mosca’s work is that it 

‘was not translated into English at least five 

years ago. In that case the author would 
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have been given much credit for promoting 
our knowledge of “irrational” factors of 
human behavior, for explaining the work- 
ings of ideologies, and for helping social 
sciences to become more functional and 
realistic while getting rid of the traditional 
separatist and legalistic handicaps. As it 
happens, much to Mosca’s misfortune, we 
have become pretty well accustomed during 
the last few years to this approach by the 
adaptation of the various ideas of the Euro- 
pean thinkers who have paralleled or uti- 
lized Mosca—Robert Michels, George Sorel, 
Karl Mannheim, Bertrand Russell, and oth- 
ers—as well as by the independent work 
carried on in this field in America by How- 
ard Becker, Talcott Parsons, P. A. Sorokin, 
Hans Vaihinger, Charles Merriam, H. D. 
Lasswell, Thurman W. Arnold, and a few 
others who have had the ability to become 
acquainted with the theoretical aspects of 
European scholarship and adopted the 
available research for their own independ- 
ent contributions. The translation of Pa- 
reto gave a push and recognition to this 
trend in America, and it ought to be noted 
that the translator and editor, Professor 
Arthur Livingston of Columbia University, 
thinks Mosca’s book should have preceded 
the publication of Pareto’s Trattato, which 
he also translated. Pareto himself regarded 
Mosca’s work as the crowning achievement 
of modern political science; many scholars 
maintain, in fact, that Pareto used Mosca 
as a point of departure for his own great 
treatise. Unquestionably Mosca antici- 
pated many of the most significant dis- 
coveries of Pareto, but, unfortunately, for 
the reasons stated above, he will probably 
never regain the appreciation which ought 
to be given to him for presenting his con- 
cepts of the ruling class, which form the 
subject matter of this publication, in such 
a simple, readable, and understandable 
fashion. 

Mosca’s theory was evolved in its first 
form during 1878-81, when it occurred to 
him to generalize the method which Taine 
had used in the Ancien régime. There 
Taine sought the origins of the French Rev- 
olution in the decadence of the groups of 
people that had ruled France during the 
golden age of the old monarchy, a class” 
which he considered and analyzed under 
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three headings: the crown, the clergy, and 
the nobility. Taine had shown (and 
Mosca became enthusiastic over his thesis) 
that the dominant traits of the civilization 
of a given society during a given period are 
the traits of the group of people who gov- 
ern. Mosca then decided that perhaps any 
society might be analyzed the way Taine 
had analyzed monarchical France. He was 
spurred on by another concept, that, con- 
trary to theories of majority rule, societies 
are always ruled by minorities, by oligar- 
chies. He developed his idea in the Teorica 
dei governi e governo parlamentare, com- 
pleted in 1883 and published in 1884 (2nd 
edition, 1925). Eleven years later, 1895, 
Mosca published his Elementi di scienza 
politica, wherein he presented the theory of 
the ruling class in more rounded form, 
along with a series of new concepts that are 
exceedingly suggestive. In essence, Mosca 
shows that there is always a ruling minor- 
ity, but such minorities never stop at the 
brute fact of holding power. They justify 
their rule by theories or principles which 
are in turn based on beliefs or ethical sys- 
tems which are accepted by those who are 
ruled. Those “political formulas” (what 
we now know as “ideologies”) contain very 
little that could be described as “truth,” but 
they should not be regarded as deliberate 
deceptions or mystifications on the part 
of scheming rulers. They express, rather, 
a deep need in human nature whereby the 
human being will more readily defer to 
abstract universal principles than to the 
will of individual human beings. 

When reading this remarkable work, it 
is necessary to keep in mind that it was 
originally published in 1896. Otherwise, 
section after section will appear outmoded 
to the reader acquainted with the funda- 
mental principles of sociology, political sci- 
ence, and social sciences in general. The 
editor could have, in fact, if he had wanted 
to, shortened the whole book considerably 
by assuming that most of us are pretty 
well acquainted with the ethnocentric as- 
pects of cultures, the socio-psychological 
influences of the “we” concept, the role 
of conflict in social life, and so forth. 
Equally outdated appears to be Mosca’s 
introductory chapter. In line with an out- 
standing preoccupation of European schol- 
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arship during the nineties, Mosca confronts 
the problem of constructing a political sci- 
ence, which he prefers to keep distinct from 
sociology. The content of that science is 
the discovery of the constant tendencies or 
laws that determine the behavior of the 
human masses and regulate the organiza- 
tion of political authority. These tend- 
encies or laws can be discovered only from 
a study of “social facts,” which in turn can 
be found only in the history of the various 
nations. Actually, Mosca’s practice is a 
considerable improvement on his dogmatic 
definition, since he takes the facts about 
society from any source or method that can 
supply them—economics, anthropology, 
psychology, and all other social sciences. 
But it is only fair to admit that to shorten 
the work would be a definite historical in- 
justice to this classic. 

Mosca’s book will have to be read and 
studied by all social scientists, even by 
those who resent the possibility of having 
their scholarly localism and provincialism 
shattered by being interested in a border- 
line field—political sociology—to which 
Mosca really belongs today. The transla- 
tion has another definite value. It indi- 
cates that American scholarship might 
avoid its periodic “revelations” and “revo- 
lutionary trends’—such as followed the 
“discovery” of Pareto—by insisting that 
all doctoral candidates, instead of being 
required to pass perfunctory examinations 
in reading German and French, must pass 
a thorough examination in the whole field 
of the theory of social sciences. Possibly 
this is one of the ways of bringing to our 
attention such classics as is Mosca’s con- 
tribution, which ought to have been known 
to us years and years ago. 

JosrrxH S. Roucek 

Hofstra College 


Maver, J. P., et al. Political Thought: 

The European Tradition. Pp. xxviii, 485. 
- New York: The Viking Press, 1939. 

$4.00. 

This is a useful, often original, social- 
historical study of political ideas—not a 
history of political theories—which the 
polyglot writers deemed necessary at the 
present time, and which they based on a 
hypothesis of a European tradition which 
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includes Soviet Russia and the United 
States. After surveying the story from the 
Greek polis to the eighteenth century by 
periods, they treat separately, with a mini- 
mum of duplication, the national units 
which so greatly affect this tradition. The 
agreement concerning what are the ele- 
ments of political morality permits a stand- 
ard of contemporary judgment. Hence, 
this is a pedagogical tract, if not strictly a 
philosophy of history. Another hypothesis 
is that none of the national elements “can 
be separated off from the European unity 
without the disappearance of the idea of 
Europe itself.” 

This tradition argues for the unity of life 
and doctrine, freedom of thought, an ethos 
of reason (which may have to be defended 
by arms), dignity of the individual, and hu- 
man responsibility to society and state. 
But others may feel that a tradition which 
apparently includes much else has not been 
put between covers. 

Classical Greek antiquity laid the struc- 
ture of Western rationalism. Rome’s uni- 
versal principle is explained. Christianity 
“must be imperishable as long as the idea 
of Europe is to retain any meaning.” The 
Middle Ages are treated in terms of cul- 
tural unity, and the Renaissance as the 
“rebirth” of Western man primarily in the 
sense of religious motivation. The seven- 
teenth century is taken to mark the uni- 
versalism of this world as opposed to 
other-worldly universalism. This century 
bequeathed not the strong state of Riche- 
lieu, but the foundations for the weak state 
of the liberal bourgeoisie. The Declaration 
of the Rights of Man (“an abortion of an- 
archy”) celebrated the last triumph of the 
law of nature. 

The section on Great Britain argues her 
dislike for systematization, her gradual 
change, that the concepts of national unity, 
political responsibility, religious and eco- 
nomic freedom were never evolved in com- 
plete logic because there was no need for 
Great Britain to do so, and that the deepest 
dissatisfactions were voiced through non- 
parliamentary, nonpolitical movements. 
“British political thought is based on moral- 

ity and works through custom,” and a 
Burkeian respect for status and prescription 
could not be rational or democratic in the 
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French sense. Mr. Crossman holds that 
since 1931, England and the Anglo-Saxon 
peoples have been groping blindly towards 
a new philosophy. 

In France there was never the gulf be- 
tween state and culture that is demon- 
strated by Mr. Mayer to be true of Ger- 
many, which has attained such “bred” 
unity only under Hitler. Mr. Mayer closes 
this portion mystically: “In the history of 
human culture there is no going back.” 
The chapter on Italy is an excellent sum- 
mary; that on Russia, very much less en- 
lightening. But it is considered dangerous 
to regard the Fascist and Bolshevik dic- 
tatorships as identical. P. Kecskemeti, who 
writes on America, contends that our politi- 
cal thinking is governed by moral issues, 
and is less radical and less given to funda- 
mental conceptions. 

R. HEATHCOTE HEINDEL 

University of Pennsylvania 


Roucex, Josera S. The Politics of the 
Balkans. Pp. xv, 168. New York: Mc- 
Graw-Hill Book Co., Inc., 1939. $1.50. 


Dr. Roucek’s volume places Balkan: poli- 
tics within the framework of the dominant 
social and economic forces of the region 
and treats politics as a phase of those 
forces. Following two introductory chap- 
ters dealing with the Balkan Gateway, its 
varied peoples, cultures, and political pat- 
terns, the author analyzes the political life 
and structure of Rumania, Yugoslavia, Al- 
bania, Greece, and Bulgaria. The chapter 
on the Macedonians is well balanced be- 
tween the claims of the contesting parties 
in that troubled region. The final chapter, 
devoted to Balkan foreign policies, traces 
the foundations of this problem, with the 
organization of the Little Entente (1920- 
21) and the Balkan Entente (1934), and 
then raises the question of the significance 
of the Balkans for Nazi Germany and the 
Berlin-Rome axis. There are vast agri- 
cultural and mineral resources in the re- 
gion, and it constitutes the shortest land 
route to the east. Will Hitler be able to 
dominate the Balkans, or will they once 
more prove “a graveyard of imperialistic 
dreams”? 

The basic socio-economic setting is the 
essential agrarian foundation on which Bal- 
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kan political life and constitutional struc- 
tures must rest. About 67 per cent to 80 
per cent of the population is agrarian. An- 
other factor is the recent emergence of na- 
tional independence. A third is the preva- 
lence, in some of the states, of strong 
minority groups. The element of illiteracy 
is also an important factor, though definite 
progress has been made in education. One 
result throughout the Balkans has been that 
while lip service has often been paid to the 
well-conceived but poorly applied constitu- 
tionalism, the regimes generally have been 
authoritarian in character, A thinly veiled 
struggle for power was a dominant feature 
of pre- as of post-World War politics, with 
the personal factor more significant, it 
would seem, than major political issues. 
Except in unusual cases (Bulgarian under 
Stambulisky) the basic peasant element has 
been unable to assert itself politically. 
What will happen if and when the peasant 
awakens politically is an interesting ques- 
tion. 

A fitting member of the McGraw-Hill 
Studies in Political Science, Dr. Roucek’s 
volume is brief, concise, and full of useful 
information about all the Balkan countries. 
His brief chapter bibliographies will en- 
able students to probe the subject more 
deeply. The book may well be read in 
connection with the recent handbook of 
The Royal Institute of International Af- 
fairs, South-Eastern Europe: A Political 
and Economic Survey. 

Harry N. Howarp 

Miami University 


ROYAL INSTITUTE OF INTERNATIONAL AF- 
FAIRS. South-Eastern Europe. Pp. xvi, 
203. New York: Oxford University 
Press, 1939. $2.00. 

Bounded by the range of the Carpathians 
and the River Dniester in the north, and by 
the Alps and the Adriatic, Aegean, and 
Black seas in the west, the south, and the 
east, there lie between Greater Germany, 
Italy, the Soviet Union, and the sea sev- 
eral states of comparatively recent creation 
—the Succession States to the Ottoman and 
Habsburg Empires—Hungary, Rumania, 
Yugoslavia, Albania, Greece, Bulgaria, and 
Turkey. They have comprised, up to very 
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the world, conveniently forgotten in all 
classes of Modern European History and 
Comparative Government, although it is 
a spot on the world’s map where the World 
War started in 1914 and which incon- 
venienced our conventional historians be- 
cause the Greeks and the Turks continued 
their fight there until 1923, although by all 
official proclamations the “Great Parade” 
ended in 1918. It has been only during 
the last two years that official scholarly 
recognition has been extended to South- 
eastern Europe, thanks to the “Pig Push” 
inaugurated by Hitler and. Mussolini. 

The present work will go a long way to- 
ward making the Danubian world known. 
“It is a good survey of the foreign and in- 
ternal policies, economics, trade, and 
finance of these countries, with the main 
emphasis on the period of late, when Ger- 
many and Italy have injected themselves 
into the picture. 

The best parts are those surveying some 
particulars of economic structures, re- 
sources, production, foreign trade, and im- 
portant recent economic developments or 
problems, foreign trade, foreign indebted- 
ness (public and private) of these coun- 
tries, and their relations with Germany. 
Numerous tables and diagrams accompany- 
ing the text are invaluable. Next in our 
appreciation comes the section describing 
the foreign policies of the Balkans, and 
especially the game played by the great 
powers at the beginning of April 1939. 
The chapters covering the internal politics 
of each country are the weakest ones. A 
mere description of the governmental 
changes and party elections is insufficient 
and fails to explain the social forces of 
political changes. 

The survey follows the form which the 
Royal Institute has utilized in other re- 
gional studies of this kind. One of its 
marked features has been puzzling the re- 
viewer. Why have bibliographies always 
been omitted, and why such meager and 
insufficient bibliographical references in the 
footnotes? After all, R. W. Seton-Watson 
is not the only living authority on the Bal- 
kans! 

JoserH S. Roucex 

Hofstra College 

Hempstead, N. Y. . 
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Koun, Hans. Revolutions and Dictator- 
ships. Pp. xii, 437. Cambridge, Mass.: 
Harvard University Press, 1939. $3.50. 
Revolutions and Dictatorships, a collec- 

tion of Professor Kohn’s essays, “originated 

in an endeavor to clarify some of the issues 
involved in the present world situation.” 

In general, the volume falls into four dis- 

tinct parts: (1) “Backgrounds,” with dis- 

cussions of Messianism, Napoleon and the 

New Europe, and Nationalism; (2) “Twen- 

tieth-Century Europe,” including essays 

on The Russian Revolution, The National- 
ity Problem and the Soviets, Communist 
and Fascist Dictatorship: A Comparative 

Study, The Intellectual Roots of National 

Socialism, The Individual and the State, 

and The Twilight of Nationalism; (3) “A 

New Near East,” containing discussions of 

The Turkish Revolution, Revolution in the 

Desert (The Arabs), and Zionism; and (4) 

“The Totalitarian Crisis.” 

Despite its varied and comprehensive na- 
ture, the volume possesses a distinct unity. 
Throughout, one senses a fine balance, a 
wealth of historical learning, and a pro- 
found appreciation of the factors involved 
in the present world situation. While it 
is somewhat difficult to single out specific 
essays, most readers will perhaps be espe- 
cially interested in what Professor Kohn 
has to say concerning the great dictator- 
ships—Nazi Germany, Fascist Italy, and 
Soviet Russia, Certainly one of the most 
lucid chapters is the one which compares 
Fascist principles and techniques with those 
of the Communists. The author well notes 
that the future of Russia may depend on 
whether “the present deadening dictator- 
ship” continues or “a new generation will 
lead the new Russia back into the common 
effort of a progressive and free social de- 
mocracy.” The discussion of Zionism and 
the plight of the Jews in Palestine is one 
of the most appreciative and at the same 
time most objective discussions of that 
problem—all within the compass of a few 
pages. 

The last section of the book is an essay 
on The Totalitarian Crisis, the great inter- 
national struggle of our time. Professor 
Kohn, incidentally, does not trace all our 
“difficulties, much less the origins of Nazism 
or Fascism, entirely to the Year I of the 
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Treaty of Versailles. All the great strug- 
gles of history were basically, he writes, 
“struggles between moral and spiritual 
forces, struggles of ideas.” The struggle 
between the democratic and the fascist 
ideal “is a battle being waged with a totali- 
tarian world-embracing victory in mind.” 
The author is convinced that “war has be- 
come in our day as indivisible as peace”— 
a proposition well supported by events in 
Ethiopia, Spain, China, and Czechoslo- 
vakia. Dr. Kohn concludes: “It is no 
longer possible in a terrifying world to 
withdraw like Candide and to cultivate our 
own garden. The totalitarian crisis burdens 
everyone, everywhere, with an unprece- 
dented responsibility; it is easily under- 
stood that the peoples refuse to shoulder 
it. But as great as the fear and the danger 
is the hope; for the first time the possi- 
bility dawns of establishing peace and lib- 
erty, not for ourselves, but for mankind. 
We cannot save ourselves first; in the to- 
talitarian crisis we all stand or fall to- 
gether.” 

The volume deals with some great con- 
troversial problems, and it is, therefore, 
bound to invite discussion and even opposi- 
tion among those who take a contrary point 
of view. Thoughtful readers, of whatever 
opinion, will welcome this book as a vital, 
genuine, and intelligent contribution to our 
knowledge of today’s problems. 

Harry N. Howarp 

Miami University 


MARSHALL, James. Swords and Symbols. 
Pp. 168. New York: Oxford University 
Press, 1939. $2.00. 

Attacking the problem of “the dialectics 
of power” and the “consistent rhythm of 
contradictions, their resistance, concession 
and minimizing by the dominant power, 
and battle, achievement and retrogression 
by the successful opposition,’ Marshall 
shows, as Machiavelli did in The Prince, 
the relationship of the various political 
weapons and the dangers as well as the ad- 
vantages of their use. His able analysis 
indicates that the sovereign is not absolute; 
that though he can have no superior, and 
no one of equal strength in his domain, he 
is not supreme, because the weapons of* 
sovereignty are divided, The political 
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process, the method of compromise, the 
sublimation of force, and the ultimate re- 
sort to violence are particularly well de- 
scribed. 

The peculiar value of the book lies in 
the fact that the problem of power in social 
dynamics has been explored so realistically 
by a practicing lawyer who belongs to a 
growing group of legalists able to view so- . 
cial realities from the standpoint of social 
forces rather than from the old-fashioned 
and outmoded metaphysical legalism. In 
this respect Marshall has demonstrated a 
magnificent virtuosity in the management 
of his material. For that reason we can 
also forgive him for failing to note in his 
bibliographies numerous social scientists 
who have approached the same problem 
from the sociological or political science 
point of view. 

JosepH S. Roucex 

Hofstra College 


Bonn, M. J. The Crumbling of Empire. 
Pp. 432. London: George Allen & Un- 
win, Ltd., 1938. 15/2. 


Dr. Bonn’s study is more than a histori- 
cal analysis of the forces contributing to 
the development and subsequent break- 
down of empire. It is a rational and con- 
sidered plea for the revival of international 
economic intercourse and co-operation for 
the cause of peace. 

The prewar years witnessed the dis- 
integration of empire under the impact of 
colonial nationalism, despite the aggressive 
continental nationalism which fostered em- 
pire-building; but peace treaties, war-weari- 
ness, unwillingness of democratic countries 
to apply force in the maintenance of domin- 
ion, and the gradual conviction that col- 
onies were neither political nor economic 
assets contributed to the further crumbling 
of empire. 

The forces motivating certain countries 
in their current attempts to develop autar- 
chy and create empires as sources of equal- 
ity, security, and prestige are carefully an- 
alized. Little importance is attached to 
colonies as a source of security, but Dr. 
Bonn does not use this conclusion merely 
to dissuade the have-nots from asking for 
colonies. Rather he uses his conclusion as 
aneargument for the liquidation of colonies 
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all around. Autarchy fosters autarchy, and 
Dr. Bonn is convinced that self-imposed 
isolation on the part of nations already 
well endowed will only aggravate the in- 
security of those poorly endowed and force 
them to take risks to gain greater security. 
Hence the conclusion that a more liberal 
commercial policy may be a means of fore- 
stalling conflict. Dr. Bonn writes: “A 
more liberal commercial policy on the part 
of the possessory Powers may not abso- 
lutely ensure peace; an illiberal policy will 
certainly ensure war” (p. 398). 

Since colonial empires are inadequate as 
a source of security, Dr. Bonn suggests eco- 
nomic and political federation as a means 
toward the permanent elimination of ten- 
sions growing from the maldistribution of 
worldly goods and opportunities. Since the 
alternative to peaceful federation may be 
forceful federation, it would behoove the 
leading imperial powers to make timely, 
far-reaching trade concessions. Bonn con- 
cludes: “The acceptance of an interna- 
tional code of economic hospitality regu- 
lating the unhampered exercise of foreign 
activities in national territories would bring 
about a far greater measure of ‘equality’ 
than the shuffling and re-shuffling of a few 
colonial possessions” (p. 397). 

Though motivated by an ideal, Dr. Bonn 
has not ignored realities, for he sees the 
almost irreconcilable spiritual conflict, and 
the danger of aiding those who clamor 
for power by concessions which might 
strengthen them and make them ask for 
more. His wish may be father to the 
thought that free trade, or freer trade, may 
still be possible. 

Dr. Bonn’s book is virtually an omnibus 
of ideas pertinent to the colonial question, 
and contains a wealth of historical, eco- 
nomic, political, and philosophical evalua- 
tions of items of current interest. 

ALLEN T. BONNELL 

University of North Carolina 


TYLER, ALICE FELT. Tke Modern World. 
Pp. xi, 930. New York: Farrar & Rine- 
hart, Inc., 1939. $3.75. 

The appearance of this work marks the 
completion of a three-volume series, The 
Civilization of the Western World; its 
predecessors being The Ancient World, ‘by 
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Wallace Everett Caldwell, and The Medi- 
eval World, by Loren C. MacKinney. The 
present volume begins with the sixteenth 
century, though naturally making excur- 
sions into an earlier period, and brings the 
story down almost to the time of publica- 
tion. Rather more than one-half is devoted 
to events since the downfall of Napoleon. 

To write an acceptable history of mod- 
ern Europe is now no easy task. The num- 
ber of excellent works which have appeared 
within the past few years has served to 
force to a high level the standard which has 
to be met. The investigations of specialists 
relentlessly increase the amount of mono- 
graphic material which the author is ex- 
pected to sublimate. A work purporting 
to treat of civilization is confronted with 
the further problem of reconciling with the 
demands of kulturgeschichte that narrative 
element, primarily political in scope, which 
tradition has made an integral part of 
standard courses in history. It might well 
be contended that the best solution is 
boldly to break the time-honored pattern, 
demoting politics to a compartment of civ- 
ilization and paying it an attention no fuller 
that that accorded other phases of human 
activity. However, few writers of text- 
books elect to follow this plan. They con- 
tent themselves with fitting the cultural 
phenomena around the political story, or 
with inserting an occasional chapter epit- 
omizing the civilization of an era. The 
present writer has done both. The political 
story is skillfully distilled to essentials not 
too bare to lose their narrative quality, and 
is given point and meaning by being pre- 
sented in relation to contemporary eco- 
nomic and social factors. This is supple- 
mented by chapters such as those on the 
“Characteristics of the Eighteenth Cen- 
tury” and “Characteristics of the Nine- 
teenth Century.” One regrets the absence 
of a comparable chapter upon the twentieth 
century as it has revealed itself in its first 
four decades. Yet many of the current 
trends of civilization are clearly indicated. 

The author champions no causes, yet 
some are accorded tacit indorsement. 
Never descending to moralizing, she at 
times permits the facts to point their own 
*obvious lesson. One gets the impression 
that this work is apt to encourage in the 
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student a constructive rather than a de- 
featist attitude toward the problems of his 
own day. Not the least merit of the work 
lies in the fact that it justifies the state- 
ment in the Preface that “it has been writ- 
ten with no other person in mind than the 
student.” It should be readily compre- 
hensible to anybody who really belongs in 
college. The maps are clear and adequate. 
Misstatements of fact are of the sort which 
“are apt to creep into the first printing of 
any comprehensive work, and do not se- 
riously mar a commendable piece of syn- 
thesis. 
LEONIDAS Dopson 
University of Pennsylvania 


Raver, MELVIN. No Compromise: The 
Conflict Between Two Worlds. Pp. 403. 
New York: Macmillan Co., 1939. $3.50. 


No Compromise pursues uncompromis- 
ingly the none too controversial theme that 
fascism and democracy are essentially anti- 
thetical—a theme first suggested by Musso- 
lini long before his New Rome had attained 
its monolithic splendor. Yet the volume is 
not an exercise in duplication. Its author, 
assistant professor of philosophy at the 
University of Washington, has mapped out 
for himself a broad assignment: to inquire 
into the foundations of the totalitarian 
Weltanschauung, to elaborate its character- 
istic features, and to refute both its prem- 
ises and its conclusions. His rationalist 
bias, with which I am inclined to sympa- 
thize, might have reduced the enterprise to 
the level of farce. Or it could have re- 
sulted in pointless condescension toward 
the object of analysis, and unrealistic aloof- 
ness from the bizarre detail of the fascist 
creed, Fortunately, the book has avoided 
these pitfalls. Its strength lies in rich 
documentation from authentic sources and 
a serious-mindedness that retains its appeal 
even where it impels the author to be 
“trite,” as he himself occasionally puts it. 

In contrast with Borgese’s interpretation, 
fascism is here rightly declared to be 
“largely the product of war and economic 
collapse” (p. 3). Granting its dependence 
on emotionalism and pseudo-intellectual- 
ism, we cannot explain the march of au- 
thoritarian ideology except in terms of the* 
crucial disruptions, material and spiritual, 
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caused by the World War and its after- 
math. As to the aftermath, the author 
does not hesitate to invite “the whole 
world” to “search its conscience” (p. 165). 
However, Borgese’s Evil One acting 
through willful men is hardly exorcised 
when he returns in a new disguise. His 
influence is manifest in the duplicity, the 
cynical ruthlessness, and the anti-human- 
istic orientation of fascism’s chief expo- 
nents—not to mention the “singular and 
significant fact that the basic theory of 
the Fascist State was formulated in Ger- 
many during the early years of the nine- 
teenth century” (p. 233). 

In presenting the evidence, the author 
has not permitted himself to fall under the 
same spell which gives Kolnai’s War 
Against the West the appearance of being 
an act of obsession. Nevertheless, the ar- 
ray of quotations as laid out is bound to 
leave the reader with the impression of 
unswerving consistency, while in reality 
much of the fascist doctrine is abstruse 
and shot through with contradictions. Such 
misconception could have been obviated by 
putting the doctrine to the institutional 
test. In doing so the author would also 
have been led to qualify statements which 
satisfy a simplified scheme but at the same 
time limit the perspective. To say, for in- 
stance, that “the Fascists refuse to employ 
the methods of persuasion” (p. 175) is to 
minimize the integral function of large- 
scale propaganda. Compared with the pic- 
ture of the fascist world, that of the demo- 
cratic world remains dim. In fact, the 
latter is at best merely in the making, as 
“capitalistic civilization is in headlong de- 
cline, and the revolt of the masses has com- 
menced in dead earnest” (p. 330). The 
alternative offered by the author is demo- 
cratic collectivism (p. 224)—an ideal that 
does not seem to fit entirely into his plea 
for an immediate peace coalition of the 
“principal democracies” in order to meet 
effectively the fascist menace (p. 348). 

Fritz MORSTEIN Marx 

Harvard University 


Peterson, H. C. Propaganda for War. 
Pp. x, 357. Norman: University of 
Oklahoma Press, 1939. $3.00. 


Studies of World War propaganda are 
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many, and the question arises what, if any, 
new light can be shed on the subject today. 
Professor Peterson, an assistant professor 
of history in the University of Oklahoma, 
supplies an answer. He brings to our at- 
tention the hitherto unpublished files of 
the American Press Résumé prepared by 
Sir Gilbert Parker’s department of Welling- 
ton House for confidential use by the Brit- 
ish Cabinet during the early years of the 
war. The Résumé was one of a number of 
similar reports prepared by different divi- 
sions of the propaganda ministry charting 
public opinion trends in foreign countries. 
Issued weekly or bi-weekly from April 12, 
1915 to August 8, 1917, it contained what 
“was apparently the central report upon 
which all efforts to educate American opin- 
ion were based” (23). 

Propaganda for War is not, however, 
merely a résumé of a résumé. Using a 
selected list of original and secondary 
source materials, especially the findings of 
the special committee of the United States 
Senate investigating the munitions industry 
1935-37, the author gives a comprehensive 
picture of the forces that undermined 
American neutrality and finally brought the 
United States into the war. He finds that 
“from almost every point of view the Brit- 
ish had the advantage in attempting to win 
American sympathy” (11); that “the great 
success of British propaganda should not be 
attributed to a professional group of propa- 
gandists but to native Americans—volun- 
teer propagandists” (32)—our preachers, 
teachers, politicians, and journalists; that 
Gilbert’s success was due primarily to (1) 
a prevailing pro-British attitude among 
leading Americans, (2) the unobtrusive, 
artistic character of British propaganda, 
(3) the fact that Germany was a new-rising 
nation, and (4) British control over the 
conventional channels of American opinion; 
and that England was fatefully successful 
in its primary objective, namely, the fusing 
of the industrial and financial systems of 
the United States and Great Britain by 
purchases and loans. 

It is extremely difficult, however, to rec- 
oncile the main thesis of the book that “the 
most important of the reasons for the 


American action in 1917 was the attitude’ 


of mind in this country—the product .of 
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British propaganda” (326) with the state- 
ment that “the thinking of the community 
was dominated throughout these years by 
an obstinate desire to keep out of the war” 
(179). Apparently British propaganda did 
very little to change mass opinion in the 
United States, and it may even be ques- 
tioned whether propaganda itself had much 
to do in molding the minds of American 
leaders of opinion, 

The statement is made that “in contra- 
distinction to the easy surrender of Ameri- 
can leaders to war hysteria was the stub- 
born pacifism of the great mass of the 
people” (176). But was it war hysteria 
to which American leaders surrendered? 
May it not have been a lively sense of their 
own self-interests, or their own definition 
of national interest? In other words, may 
we not be guilty of a kind of propaganda 
hysteria in assuming that opposition to 
American neutrality policy from 1915 to 
1917 was prima facie evidence of victimiza- 
tion by war hysteria or British propaganda? 

Harwoop L. Cuiips 

Princeton University 


Sompart, WERNER. Vom Menschen. Pp. 
xxiii, 463. Berlin—Charlottenburg: 
Buchholz & Weisswange, 1938. RM 
12.00. 


Professor Werner Sombart, who started 
his career as a Socialist, a fact barring him 
from a professorship in a regular university 
in Imperial Germany and relegating him 
then to the Berlin Commercial College, who 
later developed into a fervent Nationalist 
and now has become an ardent proponent 
of National Socialist economic and political 
theories, has written, in his seventy-sixth 
year, a remarkable book. It intends to be 
a “geistwissenschaftliche Anthropologie.” 
It is based upon an encyclopedic reading 
in the social sciences and the humanities, 
and is written with great clarity and dis- 
tinction and with a very definite effort at 
scholarly objectivity. It deals with the 
substance of man—not with what man 
does, but with what man is. The first part 
concerns individual men, the second part 
deals with man and national groups, and 
the third part with the origins and growth 
of humanity, peoples, and individuals. 

There is a great wealth of suggestive 
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judgments and remarks in the book, which 
culminates in the thesis that man is a being 
belonging to two worlds, the spiritual and 
the natural, and whose destiny it is to 
carry this dualism and to cope with it dur- 
ing his whole life. “Sein ganzes Dasein ist 
eine Auseinandersetzung seines geistigen 
Wesens mit mnaturhaften Bedingungen.” 
Although the book contains again and again 
remarks which clearly show the political 
point of view of the author, its main con- 
clusions are difficult to reconcile with the 
main thesis of National Socialism, which 
believes in the “iron logic of nature” and 
in the determination of spirit and thought 
by blood and body. But Sombart says: 
“What has made man essentially man? 
Not nature. All that which has made his 
existence as man possible, has come from 
another world: the world of the spirit. 
The spirit does not enter into any connec- 
tion with the flesh or, as they prefer to call 
it today, the blood. Der Strom des Geistes 
fliesst selbständig neben dem Strom des 
Blutes. The spirit is not hereditary, it is 
being transmitted from man to man in 
various ways: by teaching and instruction, 
by traditions and by example. Durch den 
Geist ist der Mensch in die Kette der 
Geschlechter eingeschlossen, nicht durch 
das Blut.” 

Werner Sombart shows very definitely 
that all racial theories as applied today 
have no scientific foundation whatsoever. 
He subjects the racial arrogance of some 
present nations to sharp criticism, and he 
shows the fallaciousness of all efforts to 
define the character of a people or to allot 
to it a definite rank in a hierarchy of na- 
tions or races. But in spite of his scholarly 
conclusions, he does not hesitate to under- 
line his faith that scholarship and science 
have their limits, and to emphasize “die 
Uberlegenheit der leidenschaftlichen und 
darum parteiischen Betrachtungsweise.” 
Even sentences like these are of interest: 
they will reveal to the attentive reader 
much about the present situation of Ger- 
man scholarship. But the book on the 
whole will be read with great profit, and to 
a large extent even with real enjoyment, 
by many readers who have otherwise grown 
skeptical and tired of the books which Pro-* 
fessor Sombart produced during the World 
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War and in recent years. The book is very 
well printed, but the index is unfortunately 
rather sketchy and of little help. 
Hans Konn 
Smith College 


Hays, ARTHUR GARFEÆLD. Democracy 
Works, Pp. xiii, 334. New York: Ran- 
dom House, 1939. $3.00. 


Most liberals today are caught in a di- 
lemma. They are unable to reconcile their 
economic doctrine of laissez faire with the 
necessity of governmental aid for the un- 
fortunate. Nor do they feel comfortable in 
extending their political principle of free 
speech to those who desire its abolition. 
The facts of twentieth-century living ren- 
der it impossible for liberalism to attain 
theoretical consistency. Mr. Hays, who 
describes himself as a “liberal,” amply il- 
lustrates the point. Disagreeing with fas- 
cism, conservatism, socialism, and commu- 
nism, he informs his reader that his book 
“is not a plea for any ‘system’ except de- 
mocracy.” When his credo is subjected to 
analysis, it soon appears that in economics 
he agrees with most of the New Deal legis- 
lation and has no truck with laissez faire. 
Adopting the common-sense viewpoint that 
certain services must be provided for ev- 
eryone, he rightly concludes that if private 
enterprise is unable or unwilling to offer 
these sufficiently cheap, the government 
must satisfy the need. But he opposes 
public ownership of all the principal means 
of production, because he fears the over- 
concentration of power in bureaucratic 
hands. Hence he calls a halt in some mid- 
way position which he leaves undefined. 
Much the same is evident in his defense of 
civil liberties. He champions the right to 
assemble freely with one’s fellows and ex- 
press one’s views, while limiting the right 
to act freely in accordance with one’s opin- 
ions. My right to swing my arm, as he 
says, ends where my neighbor’s nose begins. 
Thus, Mr. Hays would permit Fritz Kuhn 
to hold parades, provided that Kuhn con- 
cedes the same right to his opponents. 
Mayor Hague is condemned because he has 
failed to concede that right. But asking a 
fascist to accept the proviso is asking him 
to cease to be a fascist. He cannot on his 
principles concede it, and consequently de- 
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mocracy cannot, on its principles, allow him 
free speech. 

Although Mr. Hays’s views do not square 
with logical consistency, his practical argu- 
ments merit attention. The author’s aim is 
to show that “democracy works.” All 
principles, if they are to be applied in prac- 
tice, must be modified by some admixture 
of their opposite. They cannot be made 
to “work” otherwise. Logic may require 
the acceptance of extreme influences; but 
practice demands a willingness to compro- 
mise. Mr. Hays, therefore, rightly seeks 
the best method of justifying democracy 
by pointing to its results. Not without 
pride, he refers to the improvement in the 
standard of American living that has oc- 
curred under the aegis of democratic insti- 
tutions. But ought he to assume, as he 
does without argument, that it is democ- 
racy in the United States, Great Britain, 
and France, that has promoted their rela- 
tive prosperity in comparison with totali- 
tarian states? It might be nearer the truth 
to assert that it was the relative prosperity 
of those countries that made democratic 
institutions possible. Democracy, a form 
of government that does not put efficiency 
first, must necessarily tolerate some waste, 
which only rich countries can afford. 

The book should be read by those in- 
terested in observing the practical results 
of a democratic regime. In his broad hu- 
manitarian outlook over the American 
scene, Mr. Hays compels both admiration 
and respect. Whatever doctrinal criticisms 
left- or right-wingers may bring against 
him, all would agree that his writing 
breathes something of the noble liberal 
temper that is typified by Mill. Certainly 
we could all wish that democracy always 
worked as Mr. Hays would have it work. 

Lesii Lipson 

Victoria University College 

Wellington, New Zealand 


Avpic, Witt1am. Public Opinion. Pp. 
xiii, 486. New York: McGraw-Hill 
Book Co., 1939. $4.00. 

This text charts not a path but a high 
road through what Professor Albig so aptly 
describes as the “confusing brambles of 
terminological discussion” and “the infinite 
thicket of psychological description” which 
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comprise the study of public opinion. It 
is a well-organized, readable book, not only 
covering theory, propaganda, pressure 
groups, newspapers, and the like, but also 
reflecting the present preoccupations with 
semantics and the measurement of attitudes 
and opinions. The well-arranged and ad- 
mirable selective bibliography alone would 
make this text worth while. 

This is not to say that the book is with- 
out blemish. It has the usual number— 
some attributable to the author, others 
more readily chargeable to gaps in the lit- 
erature of the field. There is evident, occa- 
sionally, a tendency to verbosity, and also 
the inclusion of material which has hardly 
the significance warranted by the space 
given it. More culpable, it seems to me, is 
the dismissal of the Fortune, Gallup, and 
other opinion polls in a few scanty pages 
after two chapters have been devoted to 
attitude scales and similar experiments. 

Further, such statements as “The For- 
tune poll (1936 Presidential election) was 
based on about 3,000 interviews and the 
relative accuracy of their prediction must 
have been based on chance as such a small 
sample could not have possibly included 
the various groups in the United States,” 
would seem somewhat dogmatic in the light 
of more recent analyses in the poll field. 
There are other evidences that the chapter 
is already outdated. One serious lack is 
the failure to explore the potentialities 
which the impact of these polls may have 
on the democratic process. 

The chapters on censorship, radio, the 
newspapers, and the motion pictures, ade- 
quate individually, present some incon- 
sistencies when put together. Dr. Albig 
warns of the dangers of censorship: “Re- 
strictions have a way of growing and regu- 
lations proliferate.” He then makes these 
remarks: 

Of the Press: “Increasing social control 
of the press is imperative.” He advocates 
“the restriction of certain types of news by 
law. . . . It is possible that additional legal 
curbs on the publication of certain types of 
material would benefit the press in the long 
run.” 

Of the Motion Pictures: “Though legal 

* censorship is neither desirable nor effective, 
certain types of control of the motion pic- 
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ture industry in the public interest would 
appear to be indicated. . . . Expressions in 
this medium of communication should not 
be limited to any type of legal censorship 
or the standards of any group or class, but 
access to the products of this industry 
might wisely be limited in the public inter- 
est.” 

Of the Radio: “. . . Yet this great agency 
of mass impression must not be irresponsi- 
bly used by commercial broadcasters. Gov- 
ernment regulations should check ex- 
cesses... .” 

Too little notice has been given to inter- 
national relations and public opinion and 
to the uses and scope of the short-wave 
radio. But these and other inadequacies 
will, no doubt, be remedied by Dr. Albig 
in later editions of this pioneering text. 

W. C. CLARK 

University of Pennsylvania 


SmitH, CHARLES W., JR. Public Opinion 
in a Democracy. Pp. ix, 598. New 
York: Prentice-Hall, Inc., 1939. $3.00. 
During the past few years there has been 

a marked increase in interest in the study 

of public opinion. Universities have added 

courses in public opinion to their curricula. 

A triweekly opinion news reporting service 

has been established by Dr. Gallup, and a 

monthly report by Fortune Magazine. 

Business organizations have added experts 

on public relations to their staffs and set up 

research departments to gather facts about 
public opinion. As is to be expected, the 
literature has lagged behind the knowledge 
gained by practitioners in the field. Now 
this deficiency is beginning to be made up, 
and Public Opinion in a Democracy, by 

Charles W. Smith, Jr., is a significant con- 

tribution in this direction. Professor 

Smith’s work is very readable and is char- 

acterized by careful scholarship and much 

practical insight. The book provides an 

‘excellent introduction to the subject of 

public opinion, and will doubtless be wel- 

comed both by general readers and by 
teachers as a text and a reference work. 
That the author has kept pace with the 
forward thinking in the field is well illus- 
trated by his chapter on opinion polls. 

With one notable exception, his discus-* 

sion is an excellent short statement of this 
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aspect of the public-opinion field. The 
exception is his view that some of the 
presidential samples in 1936, notably the 
Fortune poll, were too small from a statisti- 
cal point of view. As a matter of fact, 
demonstrations are legion that an opinion 
sample of a city, a state, or even a nation, 
reliable for all practical purposes, can be 
had with two or three thousand interviews. 
The big-number theory, thanks to the Lit- 
erary Digest, dies hard. But in the face 
of experimental facts, it will have to die 
eventually. 

Now that general books reviewing the 
subject of public opinion have been written, 
some mature student ought to try his hand 
at formulating a theory of public opinion 
on the basis of the objective data now 
available. A monument for scholarship 
will stand for the man who successfully 
completes this much needed task. 

CLAUDE E. ROBINSON 

New York, N. Y. 


PRIESTLEY, HERBERT IncrAM. France 
Overseas. Pp. ix, 463. New York: D. 
Appleton-Century Co., 1938. $5.00. 
There have been few attempts in the past 

to bring an account of French colonial ex- 

pansion within the compass of a single vol- 
ume in the English language. The empire 
is so varied and its developments have been 
so multiform that most students have hesi- 
tated to attempt to compress such a record 

into a single account. Also, there are a 

number of excellent studies of individual 

French dependencies, and there is, as well, 

the well-known work of Professor Stephen 

Roberts on French colonial policy. Indeed, 

in view of all this, one may seriously doubt 

if there is an overwhelming need for a more 
compact synthesis. 

One’s doubts are increased by an exam- 
ination of Mr. Priestley’s excursion into 
this field. After ten years of work and 
the examination, it is said, of more than 
seven thousand titles, the author has pro- 
duced an elaborately detailed chronicle of 
the building of Je France d'outre-mer. The 
trouble is that he has failed to digest his 
formidable documentation, and the volume 
is lacking in perspective and clarity. The 
reader who is not already well acquainted 
with the French colonial empire is almost 
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sure to lose himself in a maze of unimpor- 
tant details and unfamiliar exotic names, 
many of which should have meen omitted 
from such a study as this. The specialist 
will not have great use for the book. The 
layman will scarcely be able to use it, even 
if he does not mind the uninspired literary 
style. 

Although the volume is subtitled “A 
Study of Modern Imperialism,” it is ac- 
tually little more than a plodding record 
of events. Interpretation is strangely lack- 
ing. There is no analysis of the motives 
and the forces which brought about the 
expansion of empire, and there is virtually 
no discussion of the effects of imperialism 
upon the subject peoples and those of the 
mother country. It is true that the author 
does attempt, though in a rather half- 
hearted fashion, to devote a portion of his 
final chapter to a partial evaluation of the 
empire from the standpoint of France; but 
this section is marred by occasional errors 
in fact and by a general lack of clarity in 
the discussion, The confusion is increased 
by the fact that there are no references to 
any events after 1936, an omission which 
leaves one with the impression that the 
Syrian mandate has been completely ter- 
minated (p. 393), and with some other mis- 
conceptions of a similar nature. In general, 
it is unfortunate that the book was not 
re-worked before publication. 

Grayson KIRK 

University of Wisconsin 


Beard, Cartes A. and Mary R. America 
in Midpassage. Pp. 977. New York: 
The Macmillan Co., 1939. $3.50. 

The Beards’s notable survey of the last 
ten years is on a scale very different from 
that of the first two volume of The Rise 
of American Civilization. In the earlier 
volumes, the story of 320 years was told 
in some 1,600 pages; in the new one, nearly 
1,000 pages are given to the 10 years from 
1928 to 1938. The period is treated as one 
of transition—to what? To what destiny 
is the United States “in midpassage”? 
Frankly the authors confess their inability 
to foresee. The chapters describing the re- 
form measures of the New Deal are ap- 
proving and hopeful, with much praise for 
President Roosevelt. His special message 
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on the monopoly problem is called “per- 
haps the most penetrating economic docu- 
ment ever drafted in the White House,” 
and it is asserted that “in his numerous dis- 
courses Franklin D. Roosevelt discussed 
the basic human and economic problems of 
American society with a courage and range 
displayed by no predecessor in his office.” 
The battle with and over the Supreme 
Court, and that body’s eventual capitula- 
tion, are treated from a standpoint which 
seems wholly sympathetic to the Admin- 
istration. A reader who closed the book at 
the end of Chapter VIII might feel that 
bv the middle of 1938 the United States 
was well on its way to victory over the 
forces accountable for boom and depression 
—that the “midpassage” would end with 
a landing on happier shores. 

But such a reader would be less than 
half-way through the book, and at no point 
in the remaining 570 pages would he again 
encounter such a hopeful note. The anal- 
ysis of Mr. Roosevelt’s foreign policy—his 
talk of “quarantining” aggressors, his cru- 
sading gestures, and his big navy predilec- 
tions—is at points blistering. The Depart- 
ment of State is pictured as “lecturing, 
tacking, lunging, and back-tracking in re- 
sponse to the winds of domestic opinion”; 
the Administration is taxed with an “in- 
satiate desire . . . to issue discourses on the 
virtues of peace-loving democracies and the 
wickedness of the three great disturbers of 
harmony”; and it is dryly observed that the 
diplomatic tradition of “keeping the mouth 
shut, the face inscrutable, and the powder 
dry had been definitely outlawed by the 
Roosevelt Administration.” An exceed- 
ingly interesting section dealing with the 
“movies” charges the motion-picture indus- 
try with making itself the vehicle of propa- 
ganda for the Administration’s big-navy 
policy, and at the same time with being 
estopped by fear of Messrs. Hitler and 
Mussolini from issuing films favorable to 
the democratic cause. The chapter on la- 
bor frankly faces the problem of the im- 
pairment of the Nation’s resources and ex- 
hibits no sanguine hopes about its solution, 
and in pointing out the numerical suprem- 
acy of the middle class over labor, hints at 

+a possible fascist outcome. Only in respect 
to the development of the arts and sciences 
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are these later chapters cheerful. In es- 
thetics, the authors find “a concentration 
of talents such as had featured the ages 
called great,” while they note that “the 
condition of American letters was ... in 
brilliant contrast with the degeneration 
which characterized Roman letters . . . 
after the passage of Augustan grandeur.” 
Intellectually, America is far from deca- 
dent. 

As is suggested in what has just been 
said, the book is rich in many aspects of 
social and cultural history. 

In a final chapter entitled “Toward a 
Reconsideration of Democracy” the Beards 
survey the contemporary scene in the light 
of the theories and opinions of American 
statesmen of past generations. Founders 
of the Republic like Madison, and later 
statesmen like Daniel Webster, saw little 
hope for the survival of political democracy 
in a society sharply divided between rich 
and poor, If they were right, the end of 
democracy might seem near. Yet side by 
side with this “cold and fatalistic analysis” 
the Beards discern running through the 
years a current of what they label “human- 
istic democracy”——“concerned with the res- 
olution of contradictions by democratic 
methods in the interest of human welfare 
and social stability.” Whatever hope for 
political democracy exists in the United 
States lies, as they see it, in the victory of 
this “humanistic democracy,” and they 
credit Franklin D. Roosevelt with being its 
foremost living champion. There is much 
here upon which believers in democracy can 
thoughtfully meditate. 

Juuius W. PRATT 

University of Buffalo 


Sprout, Harotp and MARGARET. The rise 
of American Naval Power. Pp. xi, 398. 
Princeton: Princeton University Press, 
1939. $3.75. 

This book is one of the most important 
works ever written on the genesis and the 
development of American sea power. In 
fact, without the results of the painstaking, 
original research of the Sprouts, it is nearly 
impossible to understand the depressions, 
the doubts, and the decisions that marked 
the shaping of American naval policy. An 
important feature of the book for the stu- 
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dent of our international relations is the 
painstaking technique by which the authors 
have presented the relation of foreign pol- 
icy to naval policy; the play of one on the 
other is traced for 142 years of American 
political history. Even the summaries of 
Congressional voting on naval appropria- 
tions is of interest, because there is an at- 
tempt here to rationalize the reasons for 
the voting and to explain the general atti- 
tude of the geographical sections of the 
United States on the subject of sea defense. 

The authors, in a foreword, set as their 
task “an attempt to assemble the historic 
pattern of conditions, institutions, events, 
ideas, motives, and personalities which have 
shaped the course of American naval devel- 
opment.” This has been admirably done 
by meticulous research among the musty 
files of Congressional debates, messages to 
Congress, and old articles on sea power. 
Much significant American political and 
military-naval history is touched, as well as 
the foreign policy at the time, in order to 
show how contemporary events shaped na- 
val policy. The impress of personalities 
upon naval policy has been profound. The 
authors take particular pains to show how 
Captain A. T. Mahan, with his scholarly 
writings of the influence of sea power upon 
history, gave special impetus to the build- 
ing program of the Navy. The authors are 
quite correct in saying that “Mahan’s phi- 
losophy of sea power entered the White 
House in the person of Theodore Roose- 
velt.” 

An evaluation of Mahan’s doctrine of sea 
power is accomplished with rare objec- 
tivity. This most important period of 
looking abroad marks the end of an era 
as the United States emerged as a world 
power after the Spanish War, and it may 
be said to mark the beginnings of the 
steam-and-steel Navy that led progressively 
to the powerful United States sea force of 
today. Since Mahan’s doctrines are care- 
fully studied at the United States Naval 
War College, and comprise in general prin- 
ciple the very essence of the naval officer’s 
understanding of the importance of sea 
power, it may well be argued logically that 
civilian teachers of policy, both foreign and 
naval, should know something of these 
principles of sea power in its relation to 
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trade, overseas possessions, and the protec- 
tion of our shores. The basic tenets are 
clearly set forth. It is regretted that some 
of the ramifications were not more fully 
treated. 

The naval lessons learned from the wars 
in which this country has participated are 
thoroughly discussed. Reactionary tend- 
encies in the Navy have on occasions been 
plainly manifest, and are treated with fair- 
ness. The rise of bureaucracy in the ad- 
ministration of the Navy, with the often 
difficult situation of civilian amateurs in 
naval matters working with expert profes- 
sional advisers, is explained. The Navy 
administration ashore has fallen short, on 
occasions, while “pork barrel” politics at 
the hands of Congress has often decided 
locations of naval shore activities as well as 
shipbuilding. 

The book is an outstanding contribution 
to naval history. It is unique in treatment, 
comprehensive in matter covered, and 
searching in its scholarship. It adumbrates 
a subject which is hazy to practically all 
but the experts. It is also timely, for the 
United States has authorized and has un- 
der way the greatest shipbuilding program 
in its history, with the hope that it will 
successfully resist the power politics of this 
unsettled age. 

LELAND P. LOVETTE 

Washington, D. C. 


MILLER, ALPHONSE B. Thaddeus Stevens. 
Pp. xi, 440. New York: Harper & Broth- 
ers, 1939. $4.00. 

The new historians are giving us some 
much-needed results. We have waited sev- 
enty-five years for a Life of Jefferson Davis 
and one of Thaddeus Stevens which take 
the modern judicial view and become scien- 
tific history. Miller’s fine octavo of over 
four hundred pages is a scholarly work and 
his treatment judicial. The present review- 
ers work on Thomas Williams, a com- 
panion of Stevens in politics, government, 
and especially the Johnson impeachment— 
to which I have a card of admission !— 
makes the period familiar, with apprecia- 
tion of the need of this work of Miller’s. 
He takes Stevens from the land of Coolidge 
to Pennsylvania near Mason and Dixon’s 
troubled line to become a leader ine the 
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Federo-Democratic revolution for the pres- 
ervation of the Union, so we would not be 
as Europe prefers to be even today! It 
is refreshing to see a work dealing with a 
period of flaming emotion in a scientific 
way, as this author has done in his Thad- 
deus Stevens. The book will appeal to both 
the scholar and the “dear public,” for it 
is brilliant in style as well as scholarly, and 
exudes enough of wit and humor to show 
the writer’s personality most pleasantly. 
Not every author is so fortunate with his 
first book as Alphonse B. Miller is with 
his, in substance, treatment, style, and sub- 
ject. Both he and his readers are to be 
congratulated. 
Burton ALVA KonKLE 
Swarthmore, Pa. 


VILLARD, OSWALD Garrison. Fighting 
Years. Pp. 543. New York: Harcourt, 
Brace, and Co., 1939. $3.75. 

The key to an understanding of Oswald 
Garrison Villard and to this autobiography, 
with its major emphasis upon his years as 
a liberal editor, is found in these sentences: 
“I have never been able to work happily 
with men or women who are incapable of 
hot indignation at something or other— 
whether small or big, whether it stirred me 
personally or not, if only it was something. 
To minimize every evil is to my mind to 
condone it and in time to destroy one’s in- 
fluence.” There, in brief, is the personality 
of the fighting, liberal editor, and the phi- 
losophy that has made him a good fighter 
through more than forty years of a jour- 
nalistic career. 

To give vent to hot indignation that has 
been aroused over assumed evils is to make 
one’s self at times the object of derision, 
scorn, and even hatred. But it is interest- 
ing to observe, as in the case of Mr. Villard, 
how often the causes that lead to storms 
of protest in early years become generally 
accepted in later years. One can but ad- 
mire the restraint shown by the author in 
resisting what must have been a temptation 
over and again to say, “I told you so.” 

The appeal of this book will be to several 
groups of readers. As hinted in the pre- 
vious paragraph, there is rich illustrative 
material for the social psychologist and 
sociologist; the book could well be read 
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by students and analyzed by them in terms 
of its social values and social philosophies. 
The historian will find significant materials 
and interpretations drawn together here, as, 
for example, the illuminating story of the 
author’s relationships with Woodrow Wil- 
son. The practicing journalist or the jour- 
nalism student will read with profit the 
story of the New York Evening Post, and 
the Nation, and will enjoy the sharp char- 
acterizations of some outstanding editors, 
notably Godkin. The peace groups will 
find much to argue about, for here is one 
of the most cogent statements of liberal 
pacifism that is in print. And for the more 
general reader who merely wants a well- 
written story of an interesting life, with 
passing judgments on events and personali- 
ties of the past four decades, Mr. Villard’s 
autobiography will be full of fascination. 

In spite of his failures and his disappoint- 
ments, Mr. Villard -still has faith—a faith 
in the American people and their desire for 
able leadership. As evidence justifying this 
faith he cites the popular support that was 
given to Theodore Roosevelt and to Wood- 
row Wilson early in their presidential ca- 
reers, and more recently to Franklin Roose- 
velt. His doubts concerning the latter 
center largely in the fear that he, too, is 
leading us into a dangerous militarism. 

Men may disagree with Mr. Villard, and 
many do; but no intellectually honest man 
can but admire so courageous a fighter, one 
who can truly say in looking back over his 
long career: “It is the spiritual fight to 
better human conditions which brings se- 
renity and peace within.” 

MAtcoitm M. WILLEY 
University of Minnesota 


Nevins, ALLAN. Frémont: Pathmarker of 
the West. Pp. xiv, 649. New York: D. 
Appleton-Century Co., 1939. $5.00. 
‘The reviewer is fortunate in being able 

to approach any biography by Allan Nevins 
with a feeling of confidence. He is certain 
in advance that he will find the facts skill- 
fully marshaled, interestingly presented, 
and acutely analyzed. The whole will be 
infused with life by a mature scholarship 
and a ripe impartiality, so that always the 
last word on the subject is said. 
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That this biography of John C. Fremont 
is neither so gripping nor so important as 
some of Dr. Nevins’ previous work must 
be laid at the door of the subject and not 
the chronicler. Even the author’s consum- 
mate art cannot transform the greater part 
of Fremont’s career into anything but a 
haphazard and ineffectual affair. The beau 
sabreur was not the stuff of great history. 

Among the explorers of our continent, 
Thomas H. Benton’s son-in-law holds a 
deservedly high rank. But when you say 
that, you have completed the roll of his 
first-rate achievements. The rest of his 
life is a sorry tale of failure, more or less 
blatant, for which no one but himself was 
to blame. He sullied his share, commend- 
able but brief, in the conquest of California 
by behaving without tact toward a tactless 
superior. Through a strange combination 
of circumstances, he became the first presi- 
dential candidate of the Republican party, 
yet justified none of the hopes which 
brought him the nomination. By one of 
the fabulous strokes of luck which marked 
the Gold Rush days, he grew wealthy over 
night; but sank back into poverty, leaving 
behind a trail of scandal, because he was 
incapable of the arts whereby rich men hold 
onto their riches. Given high command at 
the outbreak of the Civil War, he combined 
bad tactics with good intentions to such 
fatal effect that the patient Lincoln took it 
away within a few months. A second 
chance only served to throw into harsh 
relief his ineptitude as a military leader, 
and he faded from the scene. The truth is 
that Fremont was one of those unfortunates 
who see visions without the force to give 
them form; who begin with great promise 
and peter out in fiasco; who possess a tal- 
ent for first captivating people and then 
antagonizing them; who are capable of an 
occasional splendid tour de force, quickly 
forgotten in the face of a succession of 
barren and irritating futilities. An excuse 
can be found for every one of his blunders, 
but first-rate men never need excuses. 

To the thankless task of depicting such a 
career, Dr. Nevins has devoted himself 
with all his wonted skill. Yet the result 
does not approach the stature of his Grover 


« Cleveland or his Hamilton Fish, because 
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even he could not triumph over the limita- 
tions of such a hero. 
ALPHONSE B. MILLER 
Philadelphia, Pa. 


Van Doren, Cart. Benjamin Franklin, 
Pp. xix, 845. New York: The Viking 
Press, Inc., 1938. $3.75. 

I cannot subscribe to the unreserved ac- 
claim with which most critics have hailed 
this monumental biography. Without a 
doubt, Carl Van Doren has written the 
most comprehensive life of Benjamin 
Franklin that we possess. Unquestionably 
he merits the gratitude of students and lay 
readers alike for the mass of stimulating 
material he makes available for the first 
time. Beyond cavil, a portrait emerges of 
the many-sided philosopher more sharply 
etched, richer in detail, than any that pre- 
cedes it. 

Yet this is merely to say that the author 
has been tireless in research, skilled in ac- 
cumulating facts, and relentless in his hunt 
for obscure treasure troves. From this 
standpoint—and important it is—his la- 
bors are hardly open to objection. 

It is after he has assembled his material 
that Van Doren falters. As the manipu- 
lator of this unprecedented fund of facts, 
he has fallen short. It is as editor that his 
achievements are, it seems to me, subject 
to serious and legitimate criticism. The 
study, with all its virtues, is fatally uneven 
in emphasis, documentation, and treatment. 

Too often while he is telling of Franklin’s 
earlier career—and this applies even to his 
final mission in England—the author falls 
into that most tempting pitfall, the quota- 
tion of a paper at length because he is the 
first to unearth it, rather than because it 
is vital. Much of this section would be 
the better for a blue pencil. It is heavy 
going, because it is knee-deep in trivial dis- 
coveries. 

On the other hand, why did Van Doren 
treat the years which Franklin spent in 
France, when he made his greatest contri- 
bution to the American cause, in so in- 
adequate a fashion? There is a great mass 
of material available, and it is evident that 
the author has examined all of it, The 
archives of both the Continental Congress 
and the French Foreign Office bulge with 
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Frankliniana, crackling with that vitality he 
knew so well how to impart. Yet of this 
period Van Doren elects to paint a rather 
casual and incomplete picture. Especially 
superficial is his treatment of the vast 
interplay of interests which marked the 
peace negotiations after the war. Were 
this period treated with the same fullness 
as Franklin’s earlier and less significant 
exploits, the volume would be twice its 
present length. We could well spare some 
of the verbosity of the first part for the 
sake of a more robust portrayal of those 
complicated but important intrigues. 

Some portions of this work are actually 
dull because of overprofuse citation from 
documents with little to recommend them 
but their uniquity. Other parts leave us 
unsatisfied because we sense that vital serv- 
ices rendered by this greatest of Ameri- 
cans are slurred by one who is otherwise 
the most substantial of his Bosweils. 


ALPHONSE B. MILLER 
Philadelphia, Pa. 


SHIPPEE, LESTER BURRELL. Canadian- 
American Relations 1849-1874. Pp. xv, 
514. New Haven: Yale University 
Press, 1939. $3.00. 

The twenty-five years from 1849 to 1874 
were packed with significant events as far 
as Canada and Canadian-American relations 
are concerned. It was during these years 
that the British North American provinces 
attained their majority, and Canada deter- 
mined to remain independent of the United 
States, and unmistakably asserted her na- 
tionhood in the British Empire. The pe- 
riod opened with the abortive but signif- 
cant annexation movement of 1849; it 
closed with the settlement of Canadian- 
American problems en masse by the Treaty 
of Washington, and was followed by an 
unprecedented calm in Canada’s relations 
with the United States. Within the span 
of this quarter-century, there occurred the 
mutually beneficial but shortlived reci- 
procity agreement of 1854; endless bicker- 
ing over the British North American fish- 
eries which Canadians have always used as 
a club to get trade concessions from the 
United States; the acute and dangerous 
crises raised by the Civil War and the 
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Fenians; and Canada’s adoption of con- 
federation, largely because of fear and 
suspicion of the United States, where Re- 
publican expansionists of the Reconstruc- 
tion Era, and even moderates like Hamilton 
Fish, were again playing with the possibil- 
ity of annexation. 

The broad outlines of this story are 
known to the few who have concerned 
themselves seriously with Canadian his- 
tory; to the vast majority on both sides of 
the international boundary, the account will 
be a revelation. Professor Shippee’s work 
cannot be praised too highly. In great de- 
tail he has pictured the sectional and politi- 
cal sparring in both countries over reci- 
procity and the fisheries; the machinations 
of the ubiquitous and mysterious I. D. 
Andrews; the stresses and strains of the 
Civil War; the Alabama claims and the San 
Juan water boundary; and the negotiations 
by which the deadlock between the United 
States, Great Britain, and Canada was 
finally broken by the joint commission 
which produced the Treaty of Washington. 
Detailed comment is impossible because of 
the limits of this review, but special men- 
tion should be made of the excellent chap- 
ters on the Civil War period, of the detailed 
discussion of the ramifications of Fenian- 
ism, and of the careful analysis of 
the reaction in England, Canada, and 
the United States to the issues of the pe- 
riod. 

Professor Shippee has worked with the 
skill of a master craftsman in the archival 
materials, in the collections of private pa- 
pers in Ottawa and Washington, in the 
newspaper files, and in the Congressional 
Record which he has combed with a fine- 
tooth comb. His account adds many 
hitherto unknown details, and provides a 
complete picture of the politics, the pres- 
sures, and the fluctuation of public opinion 
behind the scenes, This book is the first 
volume to be contributed by American his- 
torians to the historical section of the 
series of Canadian and A:Yierican studies 
sponsored by the Catnegie Endowment 
for International Peace. Professor Ship- 
pee has set a high standard for his col- 
leagues. 

CARL WITTKE 

Oberlin College 
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De Beus, J. G. The Jurisprudence of the 
General Claims Commission, United 
States and Mexico under the Convention 
of September 8, 1923. Pp. xii, 342. The 
Hague: Nijhoff, 1938. Gld. 6.00. 


The recent controversy between the 
United States and Mexico concerning 
American petroleum interests gives a cer- 
tain timeliness to this careful and detailed 
analysis of the work of the General Claims 
Commission which was set up under the 
Convention of 1923. Unlike the well- 
known study of A. H. Feller, the present 
book is confined exclusively to the decisions 
of this one Commission, a limitation which 
was quite justified by the jurisprudential 
importance of its work. 

Most students of international law and 
general international relations will be in- 
terested chiefly in the extended examination 
of those decisions which interpreted and 
applied the famous Calvo clause. A num- 
ber of the contracts signed by American 
firms, which later gave rise to claims put 
before the Commission, required the Amer- 
icans to place themselves on the same 
basis as Mexicans and to waive all rights 
to invoke diplomatic intervention in their 
behalf. It was the decision of the Com- 
mission that while no alien could waive all 
right of protection by his government, it 
was legitimate to interpret this portion of 
these contracts to mean that an alien was 
required to appeal to the courts of the con- 
tracting state before making any attempt to 
enlist the support of his own government. 
The reasoning upon which this decision was 
based is analyzed with extreme care and in 
considerable detail. Dr. De Beus agrees 
with the majority of the members of the 
Commission in this conclusion, and he is 
extremely critical of the dissenting views 
of the American Commissioner. 

Since more than a hundred cases and 
decisions are examined, all phases of the 
problem come in for discussion and com- 
ment. In this connection the five chapters 
devoted to the general topic of Interna- 
tional Delinquency provide a wealth of ma- 
terial set forth in greater detail than in any 
of the more general works dealing with 
state responsibility. 

Grayson Kirk 

University of Wisconsin 
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GRISWOLD, A. WHITNEY. The Far Eastern 
Policy of the United States. Pp, 530. 
New York: Harcourt, Brace & Co., 1938. 
$3.75. 


Timely indeed is the publication of Pro- 
fessor Griswold’s The Far Eastern Policy 
of the United States. At last a solidly 
based, well-documented, objective, and 
readable survey of American policy and 
action between 1898 and 1938 is available 
for the reading public, Facts are pre- 
sented to take the place of rumors and 
half-truths, and they should be required 
reading for everyone charged with the re- 
sponsibility of guiding American opinion or 
shaping American policy concerning the Far 
East. 

The story begins with the War with 
Spain and the adventure in imperialism in 
which Theodore Roosevelt played so sig- 
nificant a role, and ends with the “24-Hour” 
policy of Franklin D. Roosevelt. The work 
of the expansionists of 1898 has already 
been well told, but the way in which the 
Hay Open Door policy was formulated has 
never before been told so well. Theodore 
Roosevelt’s adventures in world politics, 
Taft’s and Knox’s advocacy of “dollar 
diplomacy,” Wilson’s and Lansing’s re- 
peated attempts to check the rise of Jap- 
anese influence on the Asiatic mainland, 
Hughes’s attempt, to “freeze the Pacific,” 
and Colonel Stimson’s “quest for collective 
security”—these, with a chapter on the 
immigration question, make up the bulk of 
the volume. 

Before 1899, American policy in China, 
such as it was, was based upon the equality 
of commercial opportunity found in the 
most-favored-nation clause, In 1899 an at- 
tempt was made to implement this by a 
general acceptance of the open door, and 
later by half-hearted attempts to assure the 
integrity of China. On the other hand, our 
relations with Japan down to the end of 
1905 had been as amicable and free from 
disturbing issues as any chancellery could 
desire. But the next year the first steps in 
the course which was to make the United 
States at times the head and front of West- 
ern opposition to Japan were taken. Short 
steps at first, long strides in the days of 
Taft and Wilson, back steps frequently, the 
offensive was always directed against” Ja- 
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pan’s advance in Asia. Professor Griswold 
does not indicate that at any time in these 
thirty or more years Japan took the offen- 
sive against American interests on the east- 
ern side of the Pacific. 

Every American offensive failed, and that 
should be worth remembering today. These 
failures were due to many reasons, some 
operating at one time and some at others. 
Among these were the simple facts that 
the American people never believed that 
any vital American interests were at stake 
in Manchuria or China; that the hoped-for 
trade with China never developed; that 
Great Britain, upon whom successive Secre- 
taries of State counted for support, never 
failed to place her own real interests above 
American theories; that Far Eastern diplo- 
macy was strongly influenced by European 
conditions; that Japan was defending in- 
terests which she deemed vital and which 
were recognized as such by most of the 
great powers; and, finally, that it was im- 
possible to place any firm dependence upon 
the Chinese Government for the tim 
being. i 

Payson J. TREAT 

Stanford University 


PADELFORD, NormAN J. International Law 
and Diplomacy in the Spanish Civil 
Strife. Pp. xxvii, 710. New York: The 
Macmillan Co., 1939. $6.00. 

Domestic strife in Spain has always been 
productive of international complications. 
This was especially true during the civil 
strife which raged from 1936 to 1938. Dr. 
Padelford in the volume under review has 
given a summary of the problems of inter- 
national law and diplomacy which arose 
during this conflict, and has made a suc- 
cinct analysis of the plans and projects de- 
veloped and the methods adopted by the 
European nations in meeting these prob- 
lems. The agreements and accords of the 
nations, the international administrative 
machinery for putting them into effect, and 
the national measures and legislation to 
carry out certain provisions are considered. 

The text consists of eight chapters. The 
first, the Legal Status of the Contesting 
Parties, discusses the question of bellig- 
erency, attempted blockades, and the recog- 
nition of Franco. The second, Interference 
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with Foreign Shipping, describes the attacks 
made on shipping, the Four-Power Agree- 
ment of June 12, 1937, and the Nyon ar- 
rangements of September 1937. The third, 
the International Non-Intervention System, 
is a careful study of the Non-Intervention 
Committee and its agents; of the theories 
evolved and the steps, of both international 
and national character, taken to put them 
into effect; and of the weaknesses of the 
procedure, the efforts made, and the ac- 
complishments and failures which resulted. 
There is also a consideration of the possi- 
bilities of the Non-Intervention System in 
the further development of international 
law. The fourth chapter considers the re- 
lationship of the League of Nations to the 
strife, the repeated appeals of the Loyalist 
government to the League, and the discus- 
sions which occurred as a result. The fifth 
chapter, Problems in Diplomatic and Con- 
sular Relations, gives an account of the 
flight of the diplomatic corps to France and 
the activities of the diplomatic agents 
there. It also discusses the problem of 
asylum and injuries sustained by consuls. 
The sixth treats of the relation of the 
United States to the strife, the interference 
with American shipping, and the problems 
which arose in connection with the arms 
embargo and American volunteers in Spain. 
The seventh concludes the story of the 
strife. The final chapter comprises (a) a 
summary of rules and principles of inter- 
national law accepted and acted upon dur- 
ing the Spanish disturbance, and (b) gen- 
eral observations on international law and 
diplomacy connected with the Spanish civil 
strife. 

This survey is followed by fifteen ap- 
pendices containing the text in English, 
original or translation, of the official decla- 
rations, correspondence, accords, agree- 
ments, legislative acts, and decrees issued 
in connection with the international agree- 
ments, as well as documents of the League 
of Nations, measures adopted by the United 
States, the Havana Convention on Duties 
and Rights. of States in Event of Civil 
Strife (February 20, 1928), and the Argen- 
tina Draft Convention on the Right of 
Asylum (June 1937). ; 

The volume is both a survey of the sub- 
ject and a compendium of source material 
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relating to it which make clear the various 
phases of the collective procedure of the 
nations in reference to the Spanish strife. 
It is invaluable for the historian as well as 
for the international lawyer who is inter- 
ested in the problems of contemporary in- 
ternational law and diplomacy. 
Roscor R. Hitt 
The National Archives 


PROFESSORS OF THE GRADUATE INSTITUTE 
OF INTERNATIONAL STUDIES. The World 
Crisis. Pp. xii, 385. New York: Long- 
mans, Green & Co., 1938. $4.00. 


This collection of essays, by thirteen 
members of the staff of the Graduate In- 
stitute of International Studies at Geneva 
from half a dozen countries, is an attempt 
to state and appraise the major factors in 
the contemporary disintegration of the in- 
ternational order. The list of contributors 
is a distinguished one; to name one or two 
or to single out particular essays for com- 
ment would do an injustice to the uniform 
high quality of the analysis here presented, 
and to the distinction of all the essayists. 
The materials are grouped under three main 
series of “problems’”—political and histori- 
cal, legal, and economic. 

In the first group, Paul Mantoux, W. E. 
Rappard, Maurice Bourquin, Guglielmo 
Ferrero, and Pitman B. Potter analyze the 
postwar movement—and its temporary 
frustration—for an organized basis of inter- 
national relations. The League of Nations 
experiment and its extension of democratic 
philosophy and procedures, now in “crisis” 
in every country, to the international 
sphere is reviewed by several of those who 
have been actively engaged in its admin- 
istrative activities. The “forms of war and 
international anarchy” are dissected by the 
dean of Italian historians. The “present 
crisis in international organization” is 
viewed by one of the two American con- 
tributors. Here the background of the im- 
mediate scene is portrayed with scholarly 
detachment—but with a scarifying expo- 
sure of the failure of the statesmen of the 
past. two decades to bring their practices 
into conformity with their avowals. What 
is more important, however, is the authors’ 
analysis of the causes of the failure, their 
interpretation of the incidence of national- 
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ism on international relations, and their 
emphasis on the incompatibility between 
traditional concepts of state sovereignty 
and the pragmatic interdependence of all 
the nations in the present-day world. 

In the second section, Hans Kelson, Hans 
Wehberg, Paul Guggenheim, and Georges 
Kaechenbeech treat of certain “legal prob- 
lems” of the immediate present. Dr. Weh- 
berg’s analysis of “civil war and interna- 
tional law” is a tragic footnote to the 
Spanish fratricide. But all the essays deal 
with the effort to disentangle methods of 
pacific settlement from the psychosis of 
nationalism. 

Ludwig von Mises, Wilhelm Röpke, John 
B. Whitton, and Michael A. Heilperin dis- 
cuss labor, fiscal, raw materials, and other 
aspects of international economic relations 
with insight and acumen. These discus- 
sions, like the others, are informed by a 
clear emphasis on the integrating factors in 
world economy and politics, but by no easy 
escapism from the counterforces at work. 
It is out of such analyses as this that the 
surest hope for understanding and adjust- 
ment arises. The volume is a notable con- 
tribution to a widespread appreciation of 
those factors which must be resolved if 
future crisis is to be avoided. 


PHILLIPS BRADLEY 
Queens College 


GILBERT, Mitton. Currency Depreciation 
and Monetary Policy. Pp. xii, 167. 
Philadelphia: University of Pennsylvania 
Press, 1939. $2.00. 

This booklet is of the greatest value and 
interest in view of the present situation. 
It gives the best exposition this reviewer 
has seen of what resulted from the depreci- 
ation of currencies the world over. The 
writer has selected as examples countries 
with diverse economic developments, in 
order to make clear how depreciation 
worked in’ those producing primarily raw 
materials, in those depending largely upon 
manufactured and semimanufactured goods 
for export trade, and in those with a fairly 
well balanced economy. The countries se- 
lected are Australia, Great Britain, Sweden, 
and the United States. 

The various tables and charts accom- 
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panying the text make it clear that in most 
instances some depreciation of the currency 
was necessary in order to avoid a deflation 
of such severity and of such long continu- 
ance that there would have been danger, if 
some steps had not been taken, of a com- 
plete breakdown of economic life. The 
writer has examined various alternatives to 
depreciation, but, in countries other than 
our own, has evidently come to the con- 
clusion that depreciation was, on the whole, 
preferable to other methods. 

In the case of Great Britain the writer, 
like others before him, believes that when 
sterling was stabilized in 1925, on the basis 
of $4.86 to the pound, it was overvalued, 
and thus produced a disequilibrium of such 
magnitude that following the crisis of 1931 
it was impossible for Great Britain to with- 
stand the strains of the depression, largely 
because sterling had not been in a sound 
position during the six years preceding the 
crisis. The writer also points out and 
makes clear the effect of a factor which 
has been pointed out repeatedly, namely, 
that one of the chief difficulties of Eng- 
land was the fact that for years she had’ 
borrowed on short term and lent on long 
term. The result was that when there was 
pressure for liquidation, she was unable to 
make available promptly her frozen assets. 

Probably for many readers the most in- 
teresting chapters are those dealing with 
conditions in the United States. This re- 
viewer is in hearty accord with the thesis 
presented in the book, namely, that a de- 
valuation in this country was not necessary, 
on the whole was harmful, and that it ac- 
complished none of the results for which 
it was undertaken. “All things considered, 
it is probable that recovery in the United 
States would have been more substantial 
without depreciation even though the price 
rises during the first few months of the de- 
pression may have been less spectacular.” 
Certainly the actual fact is that, according 
to the statistics of the League of Nations, 
we are far down on the list as regards the 
extent of our recovery. It is therefore 
rather surprising to find the Secretary of 
the Treasury, in his correspondence with 
Senator Wagner dealing with the gold prob- 
lem, stating that one of the reasons for 
the large shipments of gold to this country 
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is the prevalent belief that we have had a 
large measure of recovery. 

The booklet itself is so compact and con- 
cise that it is really impossible to sum- 
marize it. It deserves to be read .and 
studied by all those interested in monetary 
affairs of recent years. There is a good in- 
dex accompanying the booklet. Though 
not serious, there are a number of typo- 
graphical errors. 

WALTER LICHTENSTEIN 

Chicago, Tl. 


Ernzic, PauL. World Finance 1937-1938. 
Pp. xvii, 336. New York: The Macmil- 
lan Co., 1938. $3.00. 

This volume continues Dr. Einzig’s jour- 
nalistic recital of financial events begun in 
World Finance since 1914 and carried on 
in World Finance, 1935-7. It resembles 
the preceding volumes in containing a val- 
uable factual record of the period under 
review, the gold scare of 1937, the “tragi- 
comedy” of the franc, rearmament finance 
in the major European countries, war 
finance in Spain, Japan, and China, and 
finally the setback in trade. 

Dr. Einzig does not pretend to write 
definitive financial history. What he offers 
is journalism, descriptive rather than ana- 
lytical, interesting but seldom profound. 
The record is garnished with entertaining 
bits of gossip about men and events of the 
sort not to be found in ordinary news sto- 
ries. Running through the whole are a 
few fixed ideas regarding the period— 
notably the overwhelming importance of 
the psychological factor in financial affairs. 
He characterizes the period as that of the 
“Rich Men’s Revolt,” and traces an inter- 
esting parallel between the revolt against 
the Front Populair in France, against the 
National Defense Contribution Scheme in 
England, and against the “anticapitalist” 
policies of Roosevelt in the United States. 
Dr. Einzig does not believe that the “rich 
men” deliberately conspired against admin- 
istration policies, particularly in the United 
States, but merely that they were per- 
suaded by their own interests that the gov- 
ernment policies were to blame for the 
business recession, and whether this was 
true or not, it became true partly as a re- 
sult of their believing it. Dr. Einzig pushes 
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the “psychological factor” to dangerous ex- 
tremes as a weapon of analysis. A good 
many bogeys infest the paths we are cur- 
rently forced to follow, in Dr. Einzig’s 
opinion, including most orthodox econo- 
mists, all “super-bankers,” and, in the 
United States, all New Dealers. 
RALPH A. YOUNG 
University of Pennsylvania 


STALEY, EucENE. World Economy in 
Transition. Pp. xi, 340. New York 
City: Council on Foreign Relations, 
1939. $3.00. 

More volumes of this kind are needed. 
Some writers are so stirred by the stresses 
of economic and military warfare that they 
fail to appreciate the powerful forces that 
make for economic nationalism, while oth- 
ers are so impressed with the difficulties of 
establishing a world order that they go to 
the extreme of opposing internationalism 
in all or nearly all of its forms. Professor 
Staley is hunting for practical procedures 
that recognize realities but will help us to 
realize more fully the vast economic gains 
made possible by the advance of technol- 
ogy. 
Particularly vivid is Professor Staley’s 

presentation of the trend of technology and 
the development of the modern “planetary 
economy” (amply illustrated with specially 
drawn maps) and the conflict between tech- 
nology and politics. Helpful also is his 
clear presentation of the concept of eco- 
nomic welfare and of the practical diffi- 
culties faced in making continuous adjust- 
ments to technological progress. Only too 
often these difficulties have been ignored 
or minimized. 

As always, the world is in transition. 
Just now the outstanding question is how 
to pass from a political “power economy” 
to a “welfare economy.” What we must 
accept is a “mixed” system in two senses. 
“In most countries the principle of free 
enterprise and the principle of conscious ` 
control over economic life . . . will have 
to function side by side. At the same time 
the mixture of these two principles will be 
‘different in different countries.” 

Suggested policies are modestly pre- 

° sented. In so complex and difficult a field 

it isto be expected that not all will agree 
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to the author’s specific proposals. But this 
is relatively .unimportant in comparison 
with the clear and realistic picture of the 
problems facing us in a peculiarly difficult 
period. 
Ernest MINOR PATTERSON 
University of Pennsylvania 


Dretricu, ETHEL B. World Trade. Pp. 
vi, 458. New York: Henry Holt & Co., 
1939. $2.75. 

This textbook has much merit. It is 
compact, up to date, filled with a variety 
of information, and written in a simple, 
elementary style. By and large, it is real- 
istic and frank. For example, instead of 
railing against the newer controls recently 
practiced by most nations, it appraises 
them in the light of practical necessity and 
national objectives. Again, instead of pre- 
tending, as some writers do, that the United 
Kingdom has consistently followed the un- 
conditional principle, it states: “Where ex- 
pedient, the unconditional m-f-n clause has 
been jettisoned.” 

No textbook can be quite complete, and 
probably none can be completely accurate. 
In this case one is inclined to question the 
desirability of entirely, though deliberately, 
omitting discussion of the classical theory 
of international prices and other theories of 
international economics, even though one 
may grant that full exploration of these 
doctrines belongs in more advanced courses. 
On the practical side, the treatment of in- 
ternational cartels and world trusts, and 
of foreign’ investments, seems to me very 
inadequate. Nor is there any presentation 
of the fundamentals of international mon- 
etary relations; these should be taken into 
account, if only because of their influence 
upon trade. `` Stich’ omissions lead to super- 
ficialities. ‘On page 147 the author’ says: 
“Whereas it would be’ possible for” such a 
fund to depress rates for the benefit’ of 
export trades...” She thus falls into the 
error of accepting, apparently without ‘any 
qualification whatsoever, the general no- 
tion .that external currency. “depreciation 
stimulates merchandise exports. . As a’ mat- 
ter of fact recent efforts, ‘theoretical and 
inductive, to verify this idea have brought | 
mixed results (e.g., Harris’ Exchange De-* 
preciation) or mixed and negative “ones 
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(e.g, studies by the Tariff Commission, 
and my The Dollar: A Study of the “New” 
National and International Monetary Sys- 
tem). At another point the author seems 
to confuse international industrial migra- 
tion, international industrial diffusion, and 
international extension of enterprise (long 


` ago discussed, as in my International Eco- 


nomic Relations). 

Commercial policy is emphasized in the 
book, and it is usually well handled. For 
example, the author avoids a current con- 
tention (which is either misinformed or in- 
tellectually dishonest) that the present 
commercial-treaty policy of the United 
States is the same as it has always been. 
She carefully explains the difference be- 
tween the unconditional and conditional 
most-favored-nation principle, and the 
change in this country in 1922-23. But 
there are superficial and erroneous passages. 
The chief supplier device is dealt with un- 
critically (p. 219). The statement (on p. 
223) that “. . . the administration of the 
Reciprocal Trade Agreements program rep- 
resents the first attempt of the United 
States Government to formulate a tariff 
schedule, based on scientific principles 
rather than logrolling” is not true. The 
bargaining motive in this program detracts 
from the “scientific” objective; the “equal- 
ization of cost” experiment begun in 1922 
(Section 315) is more nearly the first at- 
tempt to be “scientific’—~an dthe author 
must know that, for she mentions it else- 
where. A surprising statement appears on 
p. 209: “Wedded to the principle of protec- 
tion, expressed in the autonomous tariff 
(except for the brief experience under the 
Payne-Aldrich Tariff of 1909) she had no 
favors to give and therefore in her treat- 
ment of other nations she applied in prac- 
tice the most-favored-nation principle.” 
(Which is meant—unconditional or condi- 
tional?) As a matter of fact, the United 
States, although she had not had quite such 
full’ experience with bargaining as had some 
other countries, not only consistently fol- 
lowed the conditional principle both nom- 
inally ‘and “actually ‘thtoughout her whole 
history till 1922 (in one case she ‘spécifi- 
cally refused to generalize cértain conces- 
sions), but also made a good many bargains 
from time to time. The older Canadian 


Book DEPARTMENT 


Reciprocity Treaty and the older Cuban 
Reciprocity Treaty were major cases, and 
there were various minor ones. On the 
other hand, the maximum-and-minimum- 
schedule, “negative bargaining” provision 
referred to in the Act of 1909 was never 
utilized; it was not a real departure from 
an autonomous tariff system, as it gave the 
administration authority, not to reduce 
rates but to increase them against coun- 
tries discriminating against us, and this 
the administration did not do. Reference 
to various standard books on tariff and 
commercial treaty history, and especially 
to the Tariff Commission’s thorough study 
on Reciprocity and Commercial Treaties, 
would have prevented this inexcusable and 
fundamental mistake regarding the whole 
background of the commercial-policy rela- 
tions of the United States. One such 
source is worth a dozen books as biased 
and unscholarly as Culbertson’s Reci- 
procity: A National Policy for Foreign 
Trade cited in that paragraph. 

Reverting, in conclusion, to a matter of 
opinion, I like Professor Dietrich’s cate- 
gory, in the final chapter, of the interna- 
tionalists, the isolationists, and the realists; 
but I would argue for moving the trade 
agreements program from the third to the 
first, and’ Sir Arthur Salter from the first 
to the third. 

JoHN DoNnALpson 

George Washington University ` 


Norturop, Mitprep B. Control Policies 
- of the Reichsbank, 1924-1933. Pp. 405. 
New York: Columbia University Press, 

1938. $4.00. 

Miss Northrop has written the history of 
the Reichsbank for the historically signifi- 
cant decade 1924 to 1933—a period begin- 
ning with the reconstitution of Germany’s 
central bank under the Dawes Plan and 
ending with its metarhorphosis under Na- 
tional Socialism. Duting these years the 
Reichsbank probably.’ represented `- Ger- 
tariy’s most potent liaison agenċy in efforts 
to _restoré her’ international: economic and 
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rope was mote conscious of its broad social 


objectives, or went to more umorthodox, 


lengths to achieve them. Under the vig- 
orous and able leadership of Hjalmar 
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Schacht, the Reichsbank pursued its pri- 
mary aims: maintenance of the mark’s 
parity, furnishing of adequate credit to 
“legitimate” industry, and prevention of 
speculation. At the same time it failed, 
perhaps inevitably, in its broader objec- 
tives: the control of the vast influx of for- 
eign funds, attracted by the high bank rate 
(a necessary maneuver in the war to stabi- 
lize domestic prices); the expansion of ex- 
port industries; and, collaterally, the re- 
duction of unemployment. Regardless of 
its failures, however, the Reichsbank was 
enabled to operate with brilliant effective- 
ness in the fields of monetary control and 
management, partly by wise leadership, 
partly as a result of the closely knit char- 
acter of the German banking system. 

Miss Northrop devotes nearly half her 
volume to a historical descriptive study of 
the Reichsbank’s background in German 
economic life, with a detailed exposition of 
the Bank’s constitution and manner of do- 
ing business, and also of the peculiarities of 
bank and money-market techniques in Ger- 
many. Another sizable section is devoted 
to an analysis of specific “control” policies. 
Although her investigation is confined to a 
single important central bank, Miss Nor- 
throp directs some searching inquiries into 
the validity of the customary generaliza- 
tions regarding the objectives and tech- 
niques of central banks. Not only are the 
results of Miss Northrop’s investigation 
interesting and well presented, but they 
constitute a valuable addition to ‘the Jit- 
erature relating to central banks. 

` RALPH A. YOUNG - 
University of Pennsylvania 


Fay, C: R. Co-operation at ‘Home and 
- Abroad. Vol. II, 1908-1938.- Pp. x, 
450.: London: P. 5. King. and Son Ltd, 
1939. 18s. 


- While the first volume of this work pub- 
lished'in 1908 was only a study of co-opera- 
tion in Great Britain ‘and certain countries 
of Western Europe, in this new volume not 
only is the development of the last thirty 
years comprehensively described, but ‘also 
selected ‘countries of Eastern’ Europe, of 
America, arid of Asia are included. Special 
emphasis is Iaid on countries visited by the 
author: in particular, on Canada, the 
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United States, India, Australia, and New 
Zealand. South America, Egypt, South 
Africa, China, and Japan, on the other 
hand, are mentioned only occasionally. Al- 
though the book has the subtitle “1908- 
1938,” the author was naturally obliged to 
discuss often also the development of the 
movement before that time. 

The book is divided into four parts. 
Part I presents a' general view of co- 
operation from the standpoint of its evolu- 
tion as an idea and its significance as an 
economic form. The author shows that 
the movement is a synthesis, which em- 
braces industry as well as agriculture, con- 
sumer as well as producer. Part I is espe- 
cially a study of consumers’ co-operation 
in Great Britain and the industrial coun- 
tries of Europe. However, urban credit 
unions, producers’ co-operatives, and so 
forth, are not neglected. Part III is de- 
voted to agricultural co-operation in the 
English-speaking world. In a supplement 
the present condition of agricultural co- 
operation in the different European coun- 
tries is also described. In Part IV the 
Scandinavian co-operatives are studied. 

Dr. Fay’s new book is a worthy successor 
to the previous works of Beatrice and Sid- 
ney Webb, Charles Gide, and Ernst Grün- 
feld. It is not only a valuable book, but 
also a very timely publication which con- 
tains, for instance, much information not 
to be found in other books. One of the 
most interesting portions of the book is the 
author’s discussion of the co-operative 
movement in the totalitarian states, which 
is based on his own observations. He finds 
that the new leaders of the German con- 
sumers’ co-operatives are “genuinely de- 
sirous of promoting the expansion of the 
movement within the limits permitted by 
the policy of the Government.” The politi- 
cal change even helped the co-operative or- 
ganizations of peasants, independent crafts- 
men, and traders. In Italy, the Fascist 
state has given the formerly scattered soci- 
eties the necessary unity. 

Dr. Fay, who was formerly professor of 
economic history at the University of To- 
ronto and who is now chairman of the 
Horace Plunkett Foundation and belongs 
to the faculty of the University of Cam- 
bridge, is strongly opposed to governnfent 
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aid. In his interesting discussion of the 
agricultural co-operatives of the United 
States he criticizes the suggestion that “the 
Government can resume a more vigorous 
program of developing agricultural co-op- 
eratives.” In his opinion, it would be “con- 
trary to the genius of consumers’ co-opera- 
tion that it should be launched as a Govern- 
ment plan.” 
Orro E. M. RUHMER 
Long Island University 


PANUNZIO, CONSTANTINE, et al. Self-Help 
Codperatives in Los Angeles. Pp. viii, 
148. Berkeley: University of California 
Press, 1939. $1.50. 


The present work is a highly specialized 
study of the significance of self-help co- 
operation carried on in spontaneously or- 
ganized units of unemployed workers in 
Los Angeles County, California. The sur- 
vey covered over one thousand members 
of self-help co-operative organizations and 
reached 58 per cent of all the units in Los 
Angeles County and more than 13 per cent 
of all self-help co-operative members who 
were not receiving help from the county. 
The research was directed to persons rather 
than to organizations, in order to ascertain 
how the units affected the lives of their 
members. The emphasis in this study is 
thus upon the relation of individuals to the 
self-help organizations, rather than the op- 
eration of the organizations, 

A large part of the study embodies the 
primary findings and tells how the members 
lived and what they thought about personal 
and economic questions. The persons who 
joined the units were mostly “plain, aver- 
age matter-of-fact folk, trying to make the 
best of a bad economic situation,” who had 
joined the self-help co-operatives because 
of “dire need, aversion to charity, the ne- 
cessity of having something to do, and the 
desire to contribute toward the solution 
of the unemployment problem” (page 25). 

The third part of the study shows that 
the organizations grew out of a real need, 
were set up and developed more or less 
accidently, employed productively a con- 
siderable amount of labor, utilized a large 
amount of goods that would otherwise have 


* gone to waste, supplied the basic needs of 


thousands of persons, performed an impor- 
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tant social function in keeping up morale, 
and effected a saving to the taxpayers. 

On the other hand, the units affected only 
a few thousand persons, supported mem- 
bers on cast-off goods, and were inefficiently 
managed. In short, they did not supply 
their members with a decent standard of 
work and living. But the authors observe 
that the private and governmental remedial 
devices also fell far short of that objective. 
The co-operators shared the lot of the other 
unemployed workers. 

All told, the organizations performed a 
valuable service to their members and to 
the community, and the authors feel that 
they should be encouraged and aided by 
subsidy and in other ways by various public 
agencies. 

The fourth part of the study is given 
over to the discussion of technical matters, 
including notes on other studies and a copy 
of the schedule used in the interviews. 

The book is a valuble study of a special- 
ized phase of producers’ or workers’ co- 
operation, and is to be commended for its 
careful research method, its contents, and 
its scholarship. 


ARTHUR E. ALBRECHT 


College of the City of New York 


Warre, WARREN C., and RALPH CASSADY, 
Jr. The Consumer and the Economic 
Order. Pp. x, 389. New York: Mc- 
Graw-Hill Book Co., 1939. $3.50. 


This book in size is far more than a re- 
vision of Economics of Consumption writ- 
ten by Professor Waite and published in 
1928; but although some new topics are 
discussed and a few included in the earlier 
book are dropped out, this one follows es- 
sentially the same pattern. The change in 
title represents presumably a change in 
taste; the new title is more meaningful and 
probably represents more adequately, in 
the authors’ opinion, the point of view from 
which they survey the economic scene. 

The topic expressed in the title, Tke 
Consumer and tke Economic Order, opens 
a broad field; it might quite well serve to 
introduce practically all the fundamental 
problems of economics. The authors do, 
in fact, discuss the nature of the existing ” 
_ economic order in the United States and 
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the comparative merits of the regimented 
and unregimented society; they discuss in- 
come distribution, the business cycle, and 
changes in the general price level; they dis- 
cuss the tariff, monopoly and the popula- 
tion problem. This book is written for use 
as a text. When these fundamental prob- 
lems are set up as problems of the con- 
sumer, they unmistakably acquire a new 
significance that brings them nearer home 
to the student. 

In other chapters, those matters that by 
common consent and practice are being 
allocated to the field called “consumption” 
are discussed: the protection of consumers, 
demand manipulation, consumers’ purchas- 
ing habits, retail prices of consumers’ goods, 
the problem of purchasing consumers’ 
goods, and consumers’ co-operation—in 
that order but interwoven with other mate- 
rial. A chapter is also devoted to price- 
elasticity of demand, and two to the results 
of family expenditure studies, including 
what the authors call “elasticity of con- 
sumption”—the relation between rate of 
change in expenditures and changes in in- 
come. 

The authors confine their discussion very 
closely to the matters with which econo- 
mists usually concern themselves. There 
is one short chapter on choice of goods, 
designed primarily to introduce the dis- 
cussion of price-elasticity of demand. The 
authors’ treatment of the matters they dis- 
cuss shows that at any rate they have 
chosen to discuss what they know some- 
thing about. It is with relief and satisfac- 
tion that one reads a competent discussion 
based upon a knowledge of the literature 
and an understanding of the technique of 
economic analysis. 

HAZEL KYRK 

University of Chicago 


KNiIcHT, Bruce WINTON. Economic Prin- 
ciples in Practice. Pp. xvii, 606. New 
York: Farrar & Rinehart, Inc., 1939. 
$3.25. 

O'HARA, FRANK, et al. Economics: Prin- 
ciples and Problems. Pp. x, 672. New 
York: D. Van Nostrand Co., Inc., 1939. 
$3.50. 


Only with difficulty could two books pur- 
porting to cover the same ground turn out 
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more differently than have these two vol- 
umes. Both books are designed for be- 
ginners. Knight says, “I have tried to in- 
terest the beginner in the elements of 
economics. This means two things: that I 
have tried to interest the reader, and that 
I have tried to interest him in economics.” 
This is a noble goal and excellently 
achieved. The O’Hara volume carries a 
subtitle, “A Textbook for Catholic Col- 
leges,” and the Preface states that the book 
is written “in accordance with the teachings 
of Christianity.” Special attention is de- 
voted to two Encyclicals—‘On the Condi- 
tion of Labor” and “Forty Years After: 
Reconstructing the Social Order.” Both 
books aim to be practical. 

Knight’s volume is one of the most 
beautifully and skillfully written economics 
texts in the English language. The author 
has drawn extensively upon many fields of 
knowledge, and has woven skillfully into 
the text many gems from the literature of 
the ages. Running throughout it there is a 
note of sophistication and a warm sense of 
humor. Common knowledge and under- 
standing are made to yield new light on 
many points. 

The O’Hara volume, on the other hand, 
while not badly written, indicates little of 
the erudition and understanding found in 
the Knight work. It is factual and me- 
thodical and for the most part uninspira- 
tional, in spite of its explicit purpose. 

Both volumes cover the conventional 
subject-matter of economics. The O’Hara 
volume abounds in definitions and data, 
and in many cases these are not made to 
serve any useful purpose. This volume 
professes to employ a minimum of eco- 
nomic theory, and the aim has been 
achieved. The ideas associated with the 
newer developments in, economics, such as 
monopolistic competition and savings ver- 
sus investment, are scarcely mentioned. 
Matters involving difficult relationships are 
ignored. The chapter on “Proportions of 
the Factors” (No. X) does not get beyond 
the concept of law of diminishing returns, 
except that the last paragraph makes brief 
reference to price of factors. The authors 
do not distinguish between point and curve 
elasticity. The chapter dealing with in- 
creasing and decreasing returns fails’ to 
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make clear whether the authors are dis- 
cussing the single firm or the industry. 

After discussing various proposed reme- 
dies for the business cycle, all of which 
apparently will fail, the authors state, “The 
solution of the problem of the business cy- 
cle which goes to the root of the difficulty 
is that proposed by Pope Pius XI...” (p. 
345). 

The greatest weakness of the O’Hara vol- 
ume is that there is no clear recognition of 
what an economic problem is. There is no 
conception of the agency of price changes 
as the capitalist system’s device for making 
adjustments. In short, this book will not 
introduce the student to the essence of 
economics, and it will not equip him to 
solve economic problems. The tools of 
analysis are missing, for the most part, and 
there is no clear recognition of their pur- 
pose or use, 

Knight’s volume is in contrast. The stu: 
dent is always confronted with the “scar- 
city of means” as related to given ends. 
He is made to feel that economics is not a 
set of dogmas or even principles, but rather 
a set of tools for analysis of changing prob- 
lems. The analysis is always clear, and 
even though Knight states that the finer 
points of economic theory are left to one 
side, the fundamentals of each issue are 
brought to the attention of the reader. 
This volume is to be commended strongly. 

While Knight is critical of numerous 
things he sees in the economic system, he 
does not lend much support to emotional 
appeals for a new social order. The O’Hara 
volume, by stating that there is a “Catholic 
economics,” encourages that growth of dis- 
unity which has been the bane of Europe 


` since 1918. 


Emerson P. SCHMIDT 
University of Minnesota 


GREEN, ConsTANCE McLAucHirn. Hol- 
yoke, Massachusetts: A Case History: of 
the Industrial Revolution in America. 
Pp. xiii, 425. New Haven: Yale Uni- 
versity Press, 1939. $4.00. 

This factual history of Holyoke, a small 
New England city specializing in textiles 
and ‘paper manufacturing, should form a 
part of the basis for an interpretation of 
the rise of industrial America. The work 
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briefly summarizes the agrarian background 
of this region on the Connecticut River and 
then takes up successively the rise of the 
cotton industry due to the activities of Bos- 
ton capitalists, the rise of the paper indus- 
try due to local entrepreneurs, and the 
passing of much of the control of these 
industries into the hands of trusts. The 
social and community phases of the devel- 
opment are dealt with in chapters on com- 
munity problems, city government, schools, 
religion, social life, and the growth of “civic 
conscience” since 1910, Although the work 
does try to interpret the development of 
this industrial city, in the end it remains 
fundamentally a well-documented and 
smoothly written industrial “history.” 
Holyoke was started by harnessing the 
Connecticut River at South Hadley Falls 
in an attempt to duplicate here the indus- 
trial development which had taken place at 
Lowell, Massachusetts, and Manchester, 
New Hampshire. Out of this came a new 
city which rose from a village in 1850 to 
63,000 inhabitants in 1917. The first 
influx of the working population was 
composed of Irish and French-Canadians, 
followed later by the British, Germans, 
Eastern Europeans, and the polyglot of 
population which makes modern industrial 
America. Thus, in the heart of the old 
New England culture appeared another of 
those industrial cities which by its popula- 
tion and psycho-social differences from the 
older New England led to that struggle for 
power which still has reverberations in 
every local, state, or national election. By 
the time the development had gained head- 
way in the seventies, the birth rates of the 
surrounding older Yankees were so low that 
a new industrial labor supply had to be im- 
ported. The Yankee business men were 
interested only in the dollar, so that con- 
trol of the community soon fell into the 
hands of newer political leadership. This 
led to a reaction, and the older Yankees 
came back into power. In time, however, 
the preponderance of numbers was in favor 
of the late nineteenth- and early twentieth- 
century Americans (the Catholic “Yan- 
kees”). Up until the end of the period 
discussed in this book (1923), the chief 
troubles in the community concerned con-° 
trol of liquor sales, sanitary and health pro- 
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visions, compulsory education, and the ap- 
plication of decent minimums for housing 
and working conditions. 

This book ought to be studied carefully 
in every course dealing with the rise of 
modern America, The author may be criti- 
cized for his failure to go more thoroughly 
into the detail of the demographic aspects 
of the. problem. The rise of Holyoke, Mas- 
sachusetts, is but a version of a general 
theme in modern industrial America. The 
sooner we Americans begin to understand 
the motif or the natural life history of our 
typical industrial development, the more 
will we be able to understand the back- 
ground of our present problems. What has 
taken place in New England has also 
started in the West and the South, but with 


- a variant theme due to historical and demo- 


graphic conditions. 
CARLE C. ZIMMERMAN 
Harvard University 


Hemper, Epwarp Henry. Industrial Po- 
litical Economy. Pp. xiv, 454. New 
York: Pitman Publishing Corp., 1939. 
$3.50. 

This curious economic history traces 
from Greece to modern England the devel- 
opment of forms of enterprise, industrial 
relations, and governmental attitude toward 
business. Although not altogether clear, 
one central theme seems to be that, in the 
main, government can best serve the long- 
run interests of workers and society in gen- 
eral by not interfering with business. About 
the best that can be said for state regu- 
latory efforts is that they were “well- 
meant.” On the other hand, the author 
approves of industrial welfare legislation, 
but apparently argues from history that it 
should be passed by a governing group 
friendly to business. He maintains that 
political attempts by labor to improve its 
economic position may create economic un- 
certainties so great as to stop the efficient 
functioning of capitalism. By and large, 
British unemployment is attributed. to la- 
bor’s attempt to maintain and extend the 
advantages gained during the war. It is 
not denied that at various times industry 
has been characterized by serious abuses; 
the remedy is located not so much in state 
intervention as in the business man’s re- 
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sponsibility to make right decisions and to 
temper his economic egotism so that the 
interests of all can be upheld. 

The author attempts to set up.a new sci- 
ence of industrial political economy, which 
he holds is quite a different thing from eco- 
nomic theory. The search for the “true 
dynamics of economic action” leads back 
through European history. “By bringing 
theories down to earth and basing every- 
thing on facts, we can learn how to cope 
with problems and decisions that involve 
the happiness or misery of millions.” Yet 
in his summaries the author reduces his 
thesis simply to an appeal for co-ordination 
of economic interests, altruism, reason, 
compromise, and good behavior on the 
parts of both management and labor. These 
conclusions, even buttressed by the author’s 
faith in the enlightened attitude of a pater- 
nalistic industrial management, hardly ap- 
pear a sufficient basis for striking off a new 
branch of political economy. 


GLENN E. MCLAUGHLIN 
University of Pittsburgh 


THOMSON, LESSLIE R. The Canadian Rail- 
way Problem. Pp. xiii, 1080. Toronto: 
The Macmillan Co. of Canada Ltd. 
1938. $12.50. 


Lesslie R. Thomson, a Canadian consult- 
ing engineer specializing in power, fuel, and 
transportation engineering, presents in this 
large volume an analysis of the railways of 
Canada, including statistical analyses of 
the achievements and failures of the Cana- 
dian transportation utilities and facilities, 
particularly the railways, and the statisti- 
cal bases for comparisons of the Canadian 
Pacific Railway and the Canadian National 
Railways. All of the numerous plans that 
have been suggested for the relief of “the 
Canadian railroad problem” are summa- 
rized, and the author’s plan of a common 
management of the Canadian Pacific and 
Canadian National Railways is presented 
with statistical data, arguments, and sup- 
port of and replies to anticipated objections 
to the common management scheme. 

The author recommends a single board 
of directors to control the operations but 
not the ownership of the Canadian Pacific 
Railway and the Canadian National Rail- 
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ways, so that the two systems may be op- 
erated as one system as nearly as may be. 

Chapters I and II introduce the subject 
and present the plan in summary form. 
Chapters III to XIII present the detailed 
statistical data and economic data to jus- 
tify the author’s proposal. 

The volume is a praiseworthy effort to 
present a considered plan for the solution 
of the critical problem of rail transport in 
Canada. 

G. Lioyp WiLson 

University of Pennsylvania 


WELFLING, Wetpon. Savings Banking in 
New York State. Pp. xiv, 205. Dur- 
ham: Duke University Press, 1939. 
$3.00. 

In this volume, which is one of a group 
written by various members of the faculty 
of Duke University and published in com- 
memoration of the centennial of its foun- 
dation, Dr. Welfling has presented in brief 
compass a useful survey of the past history 
and the present problems of the mutual 
savings banks of the state of New York. 
Three short chapters aggregating no more 
than thirty pages carry the early history 
from the beginning of the nineteenth cen- 
tury to the outbreak of the World War; 
two more of approximately the same aggre- 
gate length bring us through the war and 
postwar expansion, while the remaining six 
chapters (which compose the greater part 
of the book) are taken up by the analysis 
of events since 1929. 

To the reader who is broadly familiar 
with the history and the present structure 
of the American financial system, the two 
most interesting things about this book are, 
first, the account of developments in the 
legal list with the accompanying changes in 
investment practice, and, second, the rather 
cogent discussion of the problem of liquid- 
ity in so far as it relates to savings banks. 

Beginning in an atmosphere of amateur 
philanthropy, it was almost certain that 
savings banks should tend to place most of 
their funds in state and Federal securities 
—but it is interesting to notice that real 
estate mortgages became legal investments 
before many years had passed. In point of 

e fact, however, it was railroad securities that 
constituted the more serious problem in 
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1907 and 1917—at both of which times 
many of the savings banks would have been 
insolvent if the supervisory authorities had 
not arbitrarily valued the securities in their 
portfolios at prices above the current mar- 
ket—and the growing interest in real estate 
loans after 1907 was as much due to a feel- 
ing that such loans were safer than listed 
bonds as it was to a desire to obtain a 
larger return. It need not be repeated here 
that the experiences from 1929 to 1934 
have cast serious doubts on both of those 
assumptions, but attention should be called 
to the admirable charts and tables in which 
the author of this book has brought to- 
gether the evidence in terms of which an 
appraisal of the relative merits of real 
estate loans and bonds can be made. 

Regarding the problem of liquidity, Dr. 
Welfling indicates that net withdrawals of 
savings deposits seldom amount to as much 
as 1 per cent of aggregate deposit liabilities 
in a month, so that small cash reserves will 
easily take care of such a situation. To 
meet the more serious drains that arise in 
times of crisis, he suggests the arrangement 
of bond maturities in such a way that an 
equal amount of the total holdings will ma- 
ture each year, and an increased use of 
amortization provisions in real estate loans. 
By such a plan it would theoretically be 
possible to assure the liquidation of a cer- 
tain proportion of total assets each year— 
provided that the debtors were in a posi- 
tion to pay. On that point there may be 
some doubt, so that greater significance at- 
taches to the Savings Bank Trust Com- 
pany, the Institutional Securities Corpora- 
tion, and the Mutual Savings Banks Fund 
which have been co-operatively developed 
by the savings banks of New York. It 
would have been interesting if Dr. Welfling 
had discussed at greater length the present 
and probable future relationship between 
the Institutional Securities Corporation and 
the Home Loan banking system—with em- 
phasis on the relative advantages of na- 
tional and regional operation in this field— 
but such a problem might have carried him 
too far from the task that he has concisely 
accomplished in this volume. 


F. CYRIL JAMES 
University of Pennsylvania 
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Wricut, Mirton. Public Relations for 
Business. Pp. ix, 346. New York: Mc- 
Graw-Hill Book Co., 1939. $3.00. 

If Public Relations for Business, by Mil- 
ton Wright, had been written and published 
about’ fifteen years ago, it might have 
served a sound purpose of providing a man- 
ual for public relations for business, keyed 
to the knowledge and conditions prevailing 
at that time. 

Written and published in 1939, in the 
light of today’s social and economic trends 
and psychological and sociological knowl- 
edge, it is highly anachronistic in its entire 
approach. The fundamental problems of 
the integration of private business into its 
background and the new techniques of 
public relations brought about by the newer 
knowledge of the social sciences are prac- 
tically absent from this book. Mr. Wright, 
for instance, loses sight of the basic philos- 
ophy that democracy and private enterprise 
are mutually interdependent; that our sys- 
tem of free enterprise and our system of 
political democracy depend one upon the 
other; and that public relations in essence 
is simply the fitting of private business into 
this democratic background, and the de- 
velopment of an understanding by the pub- 
lic of the interrelationship. 

Mr. Wright skirts the idea without recog- 
nizing this underlying philosophy. 

The techniques Mr. Wright covers are 
motion pictures, radio, newspapers, maga- 
zines, advertisements, house organs, pamph- 
lets and booklets, industrial displays, 
plant visits, contributions, and public 
speeches. He discusses these media in a 
simple, straightforward, objective way. 
From the standpoint of public relations as 
it is practiced today, the media are impor- 
tant only in terms of what goes into them. 
Mr. Wright is evidently not aware of the 
newer psychologies and their implications 
to public relations. The conflict of ideolo- 
gies today is carried on by symbols—words, 
pictures, actions, that convey meaning to 
the public. The elaboration of symbols, 
the techniques of slogans, demonstrations, 
the modification of attitude and action 
through the use of symbols, are not treated 
in this book. 

The common man today is faced with 
the dilemma of choosing between what may 
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be false security, and our traditional pat- 
tern of freedom and the civil liberties that 
go with it. f 

Tt seems to the reviewer that a volume 
on public relations for business should key- 
note this thesis and indicate to business 
how it can develop its course of action to- 
wards preserving our system by utilizing 
the psychologically sound methods to de- 
velop a public understanding of the co- 
incidence between the private interest and 
the public interest. 
‘ Epwarp L. BERNAYS 
New York, N. Y. 


WEIGEL, STANLEY A. The Fair Trade 
Acts. Pp. xii, 260. Chicago: The Foun- 
dation Press, Inc., 1938. $5.00. 


Since Stanley A. Weigel, a member of 
the San Francisco bar, believes that “it is 
not now possible to write any definitive le- 
gal or economic treatise on the subject [of 
Fair Trade],” and few would dispute this, 
he has been content to compile a handy 
reference book on the subject. 

The book is in three parts, the first of 
which reviews briefly the emergence of the 
Fair Trade Statutes. While the ground 
covered in these 65 pages is familiar terrain 
to students of the subject, its succinctness 
and convenient arrangement should be 
helpful to others. For example, Chapter 
IV of Part I contains a list of features com- 
mon to all Fair Trade Acts, as well as note- 
worthy differences, which is followed by a 
digest of each state law keyed to those com- 
mon and divergent characteristics. Part II 
follows naturally with a discussion of 
means of protection under the statutes. It 
is next to impossible to present an ade- 
quate treatment of both the legal and the 
economic aspects of the enforcement of 
rights under the Fair Trade Laws in the 
short space of 23 pages which the author 
devotes to this subject. In this instance 
the economic analysis has suffered accord- 
ingly. 

These 88 pages constitute the entire text 
of the body of the book. The following 
160 pages, which make up Part III, are 
given over to the following appendices: 
texts of all Fair Trade Statutes, copy of 
the Miller-Tydings Act, opinions of the 
leading cases on Fair Trade, forms of Fair 
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Trade contracts, forms of notice and of 
complaint, and an excellent bibliography 
carefully classified. To the student of the 
subject, these appendices are likely to 
prove more helpful than the rest of the 
book. 

The author states that the purpose of 
the book is “to clear up common miscon- 
ceptions, to provide a practical guide for 
business executives and to assemble mate- 
rial which may be of some use to members 
of the bar.” It should certainly prove of 
considerable assistance to business men 
without legal training, and most students of 
the subject will find it a handy volume to 
have around. There is little of importance 
to criticize in the 88 pages of text. You 
need read only the first few paragraphs to 
find in whose corner Mr. Weigel is. He 
tries hard to convince us that the prime 
motive of those who forced through this 
legislation was to protect the property 
rights represented in the good will sym- 
bolized by the trade-mark, brand, or name. 
He puts aside too lightly such meager con- 
sideration as he grants to the arguments of 
the opponents of Fair Trade. He devotes 
two and one-half pages to Mr. Justice 
Brandeis’ article on “Preventing Standard- 
ized Prices,” an argument for resale price 
maintenance, and two and one-half lines to 
the Federal Trade Commission’s consistent 
opposition to the legalization of vertical 
price control. But, after all, the book was 
principally written to be nothing more than 
a concise, primarily legal, guide for busi- 
ness men, and when taken as such, these 
matters become rather inconsequential. 

The index is good; the price is terrific! 

: RALPH F. BREYER 

University of Pennsylvania 


Courron, G. G. Medieval Panorama, Pp. 
xiv, 801. New York: The Macmillan 
Co., 1938. $4.00. 

Dr. George Gordon Coulton was not only 
one of the ablest of all medievalists—prob- 
ably the outstanding English medievalist of 
our time—but the man who did more than 
anyone else in the last half-century grace- 
fully and authoritatively to debunk the 
Middle Ages. He did truly heroic work in 

* freeing us from the absurdities of the rosy 
and romantic notion of the medieval pe- 
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riod which has come down to us from the 
days of Johannes Miiller and Chateau- 
briand to those of James J. Walsh. But 
Dr. Coulton performed his valuable service 
of debunking through monumental first- 
hand surveys of medieval thought and cul- 
ture rather than through controversial es- 
says and pamphlets. Even his most bitter 
opponents can hardly challenge the wealth 
and precision of his information. 

The present work is, in a way, a popular 
summary and synthesis of the distinguished 
author’s medieval studies over a period of 
more than fifty years. It is unquestionably 
the most important and valuable single vol- 
ume covering the entire medieval period 
which has been published in our generation. 
While it is limited primarily to English life 
and institutions in the Middle Ages, it gives 
us an admirable impression of medieval civ- 
ilization as a whole. 

The volume is extremely comprehensive. 
It deals with feudal government and the 
age of chivalry; presents an admirable ac- 
count of the medieval manor and rural vil- 
lage life; treats of the medieval towns, in- 
dustry, commerce, and economic ideals; 
sets forth a notable and skeptical appraisal 
of the medieval church; summarizes the 
achievements of medieval science; provides 
an adequate account of medieval art and 
literature; embodies a lucid portrayal of 
medieval education and scholasticism; and 
also deals with every phase of popular life 
in the medieval period, from family insti- 
tutions to sports. If this book could be 
introduced as the general text in our col- 
leges on medieval civilization, it would 
work a revolution in historical pedagogy 
and bring about an enormous advance in 
our comprehension of the nature of medi- 
eval culture. 

In our day of revived persecution and 
brutality we may learn a lesson from Dr. 
Couton’s demonstration that persecution is 
not automatically self-defeating. As he 
puts it: “The cold judicial murder of one 
man, approved or tolerated by the multi- 
tude, may well reduce a million more to 
silence and passivity. Moreover, in count- 
less cases it even changes men’s minds; so 
strongly do the majority always live under 
the sway of exterior impressions.” In other 
words, it was true in the Middle Ages, as 
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it is today, that persecution can be frus- 
trated and suppressed only if we have the 
courage to battle against the persecutors. 


Harry ELMER BARNES 
Auburn, N. Y. 


PrreNNE, Henri. A History of Europe. 
Pp. 624. New York: W. W. Norton & 
Co., Inc., 1939. $5.00. 


Henri Pirenne (1862-1935) was the most 
distinguished historian of economic history 
of his generation, and probably the great- 
est medievalist of his time. From 1886 to 
1930 he was professor in the University of 
Ghent. His training was international in 
scope. Among his masters abroad were 
Giry in Paris, and Arndt, Bresslau, and 
Schmoller in Germany. He was never a 
pupil of Lamprecht, but it was Lamprecht 
who suggested to him his greatest work, 
the Histoire de Belgique, in seven volumes, 
which he wrote in both German and 
French. His most intimate friend in Eng- 
land was Vinogradoff. His literary fecun- 
dity was remarkable. He once said to a 
friend: “Jl faut, pour rester frais, mener 
toujours de front deux travaux très difé- 
rents.” 

On March 18, 1916 Pirenne was arrested 
by an officer of the German Army of Oc- 
cupation and interned in a prison camp at 
Crefeld. To keep his mind occupied, Pi- 
renne studied Russian with some Russian 
army officers imprisoned at Crefeld and lec- 
tured to his Belgian compatriots on Bel- 
gian history. The government, fearing his 
influence, removed him to Kreuzburg, a 
little Thuringian town near Eisenach. 
Here, while he could ramble around the 
town as he wished, he had no society what- 
soever. It was then that he began to write 
this remarkable sketch of the history of 
Europe, a model of clear thinking and clar- 
ity of exposition and characterized in cer- 
tain paragraphs by penetrating interpreta- 
tion. As he himself wrote in his Souvenirs 
de captivité en Allemagne, “In my solitude 
I tasted the charms of meditation, of the 
slow and progressive elaboration of the 
ideas that one carries in one’s mind, the 
ideas with which one lives.” 

Pirenne wrote this work without a single 
historical work available, even so much as 
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to check a date by, and it is the newest 
addition to that ancient and honorable com- 
pany of books written in prison, which in- 
cludes Marco Polo’s Travels and Bunyan’s 
Pilgrim’s Progress. The reader should un- 
derstand that this book is mot a history of 
all Europe, either in space or in time; for 
it terminates at the year 1550. Second, one 
knowing Pirenne’s profound interest in eco- 
nomic and social history must not expect 
in so brief a sketch to find the higher cul- 
tural history of the Middle Ages given 
representation. For example: In architec- 
ture, only Gothic architecture is noticed; 
there is nothing on Byzantine or Roma- 
nesque architecture. There is not a word 
on medieval art. Medieval literature, ex- 
cept the Chanson de Roland, is unmen- 
tioned. The reader will search in vain for 
information on Latin classical literature or 
Greek in the Middle Ages or music or sci- 
ence or philosophy (except allusions to 
Abelard, St. Thomas Aquinas, Albertus 
Magnus; Gerbert of Aurillac and Roger 
Bacon are not mentioned) or the develop- 
ment of Roman law or the rise of the uni- 
versities. There is no mention of time- 
honored and important things like the 
Oaths of Strassburg and the Forged Decre- 
tals. The Renaissance blends into the 
Reformation epoch in less than two pages, 
and Dante, Petrarch, and Boccacio escape 
reference. If certain additions and expan- 
sions were made of the text, and maps and 
dates and dynasties provided within the 
limits observed, the book might make a 
clear and brief outline for the use of 
classes. Dates are finger posts along the 
highways of history, and dynasties consti- 
tute a frame of reference within which his- 
torical forces and movements operate. 
There is a bad piece of misinformation 
on p. 236, where it is said that St. Bernard 
founded the Premonstratensians (not Pre- 
monstrants) in 1113 and that the Cister- 
cians were established by St. Norbert in 
1119; moreover, the note makes things 
more confused by saying that St. Bernard 
entered the Cistercian Order in 1113, which 
is right. Among misprints: On p. 27, note 
1, Adrianople is “Andrinople”; p. 352, Siger 
of Brabant appears as Suger. And the 
great abbot of St. Denis of that name is 
not mentioned. On p. 446 Joan of Arceis 
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said to have been captured in 1441 (1430) 
and executed in 1442 (1431). 


James WESTFALL THOMPSON 


University of California at 
Berkeley, Calif. 


Coon, CARLETON STEVENS. The Races of 
Europe. Pp. xvi, 739. New York: The 
Macmillan Co., 1939. $7.00. 

The phrase “Races of Europe” recalis to 
the layman the homeland of his ancestors, 
while to those habituated to libraries, it 
stands for the most useful book on the sub- 
ject, Ripley’s Races of Europe, until now 
the one ready source of reference. The 
first writing of Ripley’s book was a stupen- 
dous job, but the remaking of the volume 
by Coon was an even more difficult under- 
taking. Yet the task has been well done 
by recasting the data in an original frame- 
work of interpretation; for example, the 
genetic relation of Stone Age Man to the 
modern white man, the author asserting 
that even back in Pleistocene time, the 
white race was clearly differentiated from 
the Negroid. . 

Perhaps upon taking up this new book, 
one of the first questions to be curious 
about is the threefold race classification of 
Nordic, Alpine, and Mediterranean. The 
author looks upon the Mediterranean as 
the basic type, whose swarming ground was 
a zone reaching from India westward to 
Spain. The known varieties of this race 
were well stabilized before the dawn of 
history, and notwithstanding that there has 
been a great deal of later mixing, the race 
as a whole is remarkably homogeneous and 
readily identifiable. Further, this race is 
credited with the creation of agriculture 
and civilization. Its peoples built great 
cities, founded great empires, increased in 
numbers at a rapid rate and thus overran 
the surrounding territory, carrying agri- 
culture and learning with them wherever 
they went. 

The Alpine race of Central Europe is still 
something of a mystery, but the author 
thinks the most consistent interpretation of 
the existing data is that this race is a hold- 
over from the Old Stone Age—that the 
ancestors of modern Alpines were some of 
the tall, strong Stone Age hunters who 
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moved into Europe during the Ice Age. 
The present Alpines are somewhat reduced 
in stature and brawn by mixture with the 
smaller agricultural Mediterraneans, later 
invaders of their country. In short, though 
the author regards the Alpine type as still 
identifiable, he is disposed to look upon it 
as engulfed, but not lost, in the Mediter- 
ranean stream. 

As to the Nordic, the author is vague; 
that there are blonds he admits, but dis- 
misses them as a problem with which he 
cannot cope except to say that they are a 
collateral of the Mediterranean race. How 
they became blond and lightskinned, he 
dismisses as trivial. 

The plan of the book is historical. Thus, 
by an intensive study of skeletons, dated 
by archeologists, the author traces the 
spread of early types, especially the Medi- 
terranean, over Europe. This is his reason 
for dodging the Nordic question; skeletons 
tell us nothing about skin, eyes, and hair 
color. Yet he does call attention to the 
great expansion of the Nordics into South 
America after its discovery, and then points 
to the later inrush of what he regards as 
the darker Mediterraneans who threatened 
to level the Nordics down again. 

Among others, the Jewish question comes 
to mind. The author finds characters 
which are recognized as Jewish and are 
persistent, but he considers them a sub- 
division of the Mediterranean Race. In 
Central Europe, he finds the Jews far more 
stable and less changing than the surround- 
ing Mediterraneans, which is his way of 
explaining how they became different. Yet 
here, as in several other instances, it is diffi- 
cult to decide just what the author stands 
for, because he hesitates to declare the data 
adequate to a conclusion. However, he 
does achieve his main objective—a digest 
of available descriptive data—thus bring- 
ing Ripley up to date. 

Finally, the author does not discard the 
term “race,” as the title itself implies. His 
concept of race is a practical one, the ob- 
jective evidences of which are defined in 
the cultural and genetic histories of the 
types. 


CLARK WISSLER . 


Columbia University 
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REUTER, Epwarp B. The American Race 
Problem. Rev. Ed. Pp. xiii, 430. New 
York: Thomas Y. Crowell Co., 1938. 
$3.00. 

This revision of Dr. Reuter’s well-known 
book has evidently been designed chiefly to 
add to the clarity of the first edition. To 
this end, a new chapter on the background 
of the present-day race relations has been 
added, in which are discussed the planta- 
tion system, the slave order, social classes 
during slavery, and the heritage of slavery. 
This chapter well serves to bridge the gap 
which formerly existed between the chap- 
ters on racial differences and the accommo- 
dation and assimilation of races. Still fur- 
ther in the interest of clarity, the previous 
chapter on the accommodation and assimi- 
lation of Negroes in the American situation 
has been expanded into separate chap- 
ters on accommodation and assimilation. 
In the first of these, dealing with accom- 
modation, the author has taken due account 
of the friction which existed between the 
races during slavery and which appeared 
overtly in the form of slave insurrections, 
restrictive legislation, and attempts by 
slaves to escape. 

In those phases clearly within the realm 
of sociological interpretation, Dr. Reuter 
does much better than in such phases as 
the Negro in literature and art. In evalu- 
ating the contribution of the Negro in the 
latter phases he shows a moderation which 
is based, perhaps, upon inadequate ac- 
quaintance with the Negro’s full contribu- 
tion. In many instances, generalizations 
made in the first edition, which further 
study and the passage of time have proved 
too sweeping, have been modified in the 
present work. There is still, however, 
the heavy dependence upon census mate- 
rials, but these and other statistical data 
have been brought down to date wherever 
possible. 

The author expresses the opinion that 
there have been no developments in racial 
research in recent years that necessitate 
any major shift from the position occupied 
in the first edition. Therefore, in this 
edition as in the previous one, he concludes 
that as a result of intermixture, the Negro 
as such will ultimately disappear from the 
population and the problem will be solved. 
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Only Time, that greatest of all social and 
natural scientists, can either substantiate 
or disprove this conclusion. 

This edition of The American Race Prob- 
lem, like its predecessor, stands as a suc- 
cessful example of balanced, dispassionate 
discussion on this subject, and also like its 
predecessor, it is designed to serve as an 
outline and a point of reference as well as 
to provide an organization and a point of 
view. It well serves these purposes. 

CHARLES S. JOHNSON 

Fisk University 


Van Deusen, Joun G. The Black Man in 
White America, Pp. 338. Washington: 
The Associated Publishers, Inc., 1938. 
$3.25. 

One student has stated that the present 
volume would be a contribution if there 
were no general books on the Negro avail- 
able. The author has gathered a great deal 
of material, from both primary and sec- 
ondary sources. Some of these data will 
be helpful to students of the problem. For 
example, on page 103 there is a list of po- 
litical appointments which have been given 
to Negroes throughout the country, that 
could be obtained only by searching through 
innumerable sources. The other chapters, 
which deal with practically every phase of 
Negro life, contain a rich body of factual 
data. However, in some chapters, such as 
the one on literature, the author has sum- 
marized studies in that field, losing most of 
the detail and adding nothing to the ex- 
istent knowledge. 

In general, the work approaches the prob- 
lem with no frame of reference, attempts 
to make no generalizations, and presents lit- 
tle interpretation. It therefore contributes 
nothing new to the understanding of the 
problem. To a reader unfamiliar with any 
literature in this field it would give a rather 
general picture of Negro-white relation- 
ships in the country, but is of little value 
in interpreting the cultural, economic, psy- 
chological, and historic factors which have 
resulted in the “race problem of America.” 

The book suffers, to an extent, from the 
moralizing of the writer. Like many per- 
sons who have approached the problem for 
the first time, the author finds it necessary 
constantly to evaluate the behavior cf the 
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Negro and to instruct him how to behave 
“in white America.” 


Horace R. Cayton 
University of Chicago 


Rew, Ira De A. The Negro Immigrant. 
Pp. 261. New York: Columbia Univer- 
sity Press, 1939. $3.50. 

This is the first adequate study of an 
area of immigration of which we have 
heard much but known little. There are 
approximately 100,000 Negro immigrants, 
mostly from the West Indies. Their back- 
grounds in language and culture are Eng- 
lish, Spanish, French, and Portuguese, with 
some Dutch elements from the Virgin Is- 
lands. Each of these is described in a con- 
vincing manner. The Negro immigrant 
goes into a Negro environment when he 
settles in America, but all the culture con- 
flicts are found that appear among other 
immigrants, There is snobbishness on the 
part of the newcomers and suspicion on 
the part of the natives, The feeling of 
English superiority and loyalty of those 
from the Bahamas is strikingly similar to 
that of English immigrants. These immi- 
grants secured their freedom earlier than 
American Negroes and are therefore more 
insistent on their rights and more aggres- 
sive. The result is that they soon get into 
positions of leadership altogether out of 
proportion to their numbers. Many of 
them come with good education and skills. 
They have been accustomed to class dif- 
ferentiation according to degree of white 
blood, and find it difficult to get adjusted 
to a single classification which they find 
here. There is no bar to getting citizen- 
ship for those of African descent, and those 
who come from Puerto Rico, the Virgin 
Islands, and the Canal Zone are on a non- 
quota basis. 

The excellent influence of W. I. Thomas’ 
The Polish Peasant is evident in the 
method of making the study. The section 
given to biographical case histories is espe- 
cially interesting. The whole study makes 
clear the universal character of human be- 
ings in their culture conflicts. Most of the 
concentration of these immigrants is in 
New York and Boston, with a considerable 
number in Florida. The book ends with a 
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section giving all the available statistics 
and an excellent bibliography. 


HERBERT A. MILLER 
Bryn Mawr College 


POWDERMAKER, Hortense. After Free- 
dom. Pp. xx, 408. New York: The 
Viking Press, 1939. $3.00. 

This study was among the first to apply 
the methods of cultural anthropology to a 
contemporary American community. (In 
her introduction Dr. Powdermaker states: 
“Since the manuscript was written before 
Dr. John Dollard’s study of the same com- 
munity, Caste and Class in a Southern 
Town, was published, no reference to the 
latter was made.”) It aimed at making 
that community “intelligible” to students 
and to the general public, and at estimating 
the degree of acculturation achieved by Ne- 
groes of the community seventy-five years 
after emancipation. 

The community studied is Cottonville, 
a county seat in the Mississippi delta. Dr. 
Powdermaker’s well-written account suc- 
ceeds on both counts in making Cottonville 
and its people understandable. Life and 
attitudes in the community derive force 
and meaning from an economic system, 
from a class system, and from the fact of 
race. It is a merit of the book, and, per- 
haps, a clue to the sharp picture it gives of 
institutions and personalities, that these 
factors are presented as they are in life— 
intertwined, lacking exclusive definition, 
with no one factor or theory explaining 
everything. 

The economic system employs now, as 
in ante bellum times, the labor of great 
masses of Negroes working under the man- 
agement, direct or absentee, of the white 
owners of great .cotton plantations. The 
class system shows “social contours” di- 
viding whites and blacks internally. The 
fact of race and the historic relationships 
of the two races subordinate the Negroes 
socially and economically, and bring almost 
all whites into a united front, convinced 


that the Negro is at best an inferior hu- © 


man being, and that he must be kept ‘in his 
place as one. The role of the individual in 
such a community, and the nature both of 
his institutions and of his own institutional 
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life, are provided by this structure or by 
elaborations of it. 

The author is careful to employ different 
criteria in the definition of social classes as 
between the two racial groups. Occupation 
and income are decisive factors in defining 
class among white persons; it is “the mode 
of behavior and the degree of acceptance of 
white patterns” which define class among 
Negroes. By standards of income and oc- 
cupation, a middle-class Negro might be a 
lower-class white. 

The study is among the first to employ 
other than statistical measures in estimating 
the degree of acculturation among Negroes, 
in the institutional terms of the family, the 
church, and the educative process, and with 
the perspective of three-quarters of a cen- 
tury of “freedom” in mind. The attitudes 
of whites toward blacks show little change; 
but the attitudes of blacks toward whites 
show among the younger people a more 
critical and less resigned attitude toward 
the inevitability of the superimposition of 
the white minority upon the black majority. 

As in New Guinea, where the community 
of Lesu provided the materials for a pre- 
vious description of human society by Dr. 
Powdermaker, the method employed was 
that of participation and observation. On 
a visit to Cottonville some two months af- 
ter the appearance of the book, which fur- 
nished material for considerable discussion 
with whites and blacks, this reviewer found 
occasion to reflect on the difficulties of em- 
ploying this method in the study of Negro 
communities, The uncanny skill Negroes 
of all classes exhibit in a facility for ex- 
ploring the “mind-set” of visitors, and in 
adjusting, with the greatest apparent aban- 
don and innocence, their verbal and other 
reactions to accommodate the outsider, re- 
mains as an object of undying admiration. 
The ancient art of “fooling the white 
folks,” employed as a survival technique 
for centuries, has its expert practitioners 
from the most highly educated to the most 
illiterate, unsophisticated, and “unspoiled” 
field hand. 

‘This special difficulty might well give 
pause to the most objective-minded partici- 
pant-observer. After Freedom is its own 
best testimonial to the author’s methodo- 
logical triumph in this respect. 
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In the distinction of its format, the book 
—and the Viking Press—deserves special 
mention, ' 

Horace Mann Bonp 

Fisk University 


GALLAGHER, BUELL G. American Caste 
and the Negro College. Pp. xx, 463. 
New York: Columbia University Press, 
1938. $2.50. 

The title of this book does not do it 
exact justice, for it is much more than a 
discussion of the Negro college. It is an 
interesting and intelligent estimate of the 
American caste system, with historical and 
psychological insight. It is a study of edu- 
cation—education in general, and the edu- 
cation of the Negro. It is especially a de- 
velopment of the idea of the functional 
college; that is, of the college which seeks 
to use education “as the means of critical 
analysis and the tool of social reconstruc- 
tion.” Even this summary does not ade- 
quately show the wide reading and the 
straight thinking, together with practical 
experience, which have gone into this book. 

The first chapter poses the question as 
to what the slightly over one hundred in- 
stitutions for higher learning of the Negro 
are going to do with their opportunity. 
Then comes a study of the nature of preju- 
dice as shown by the historic rise of race 
feeling in the world and the development of 
racial antagonism in the United States 
against the Negro. The third chapter stud- 
ies prejudice at work, and especially the 
stereotypes and minor difficulties and irrita- 
tions. The fourth chapter surveys the fully 
developed color caste system as we have it 
today, charting it in detail with interesting 
plans and statistics and making no effort to 
minimize the facts. With this goes a study 
of pathological results of caste, and the 
reaction of the Negro arising from the very 
fact of segregated training. 

This caste system raises dilemmas for 
both white folk and black, which are dis- 
cussed in the sixth and seventh chapters, 
and in the eighth the matter is summed up 
in the argument that even the Achilles of 
prejudice has a vulnerable heel. Then 
comes the argument of the place and op- 
portunity for a functional college among 
Negroes as contrasted with the old classical 
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type, the industrial school, the opportunist 
program, and the school of pure inquiry. 
There is a strong chapter on democracy as 
a method of college administration and of 
the relation of the college to its wider cam- 
pus of surrounding colored and white folk. 
A final chapter discusses teaching in a col- 
lege “without caste.” 

There are two interesting appendices: 
one a thought-provoking study of the eco- 
nomics of lynching, and another a state- 
ment as to the so-called intelligence tests. 
Throughout the book there are all sorts of 
excursions, illustrations, and comparisons, 
among which stands out the comparison of 
Odum of 1910 with Odum of 1936. Any- 
one who wishes a discussion of education 
as it looks to a deeply interested teacher of 
today and as it is illustrated in the case of 
one group of Americans, will have here 
opportunity to read an excellent book on 
the subject done in vivid English and 
backed by earnest convictions. 

W. E. B. Du Bors 

Atlanta University 


Younc, Cuartes H., et al. The Japanese 
Canadians. Pp. xxx, 295. Toronto: The 
University of Toronto Press, 1938. $2.25. 
The book begins with a historical sketch 

of Japanese immigration and a critical ex- 
amination of statistical data relative to the 
immigrant group. ‘These immigrants, in 
the prime of life, had a high birth rate 
which aroused fears and developed preju- 
dices. The high rate of increase, however, 
was merely temporary, for the immigrants 
soon passed beyond the childbearing age, 
while the second generation, marrying later, 
had smaller families. Furthermore, thou- 
sands returned to Japan. Some twenty- 
three thousand Japanese in a total popula- 
tion of eleven million seem negligible, but 
serious problems have arisen because of. 
their concentration in British Columbia and 
particularly in and around the city of Van- 
couver. 

The expansion of the Japanese into the 
various occupations and commercial activi- 
ties brought strained relations. When they 
turned to fishing, agitation brought legis- 
lative restrictions. Then they shifted to 
‘other fields where opposition brought fur- 
ther limitations. As a result, large numbers 
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turned to agriculture, where control is more 
difficult. As in other places, tensions were 
heightened because the competitors were of 
different race and culture. A particularly 
serious factor is that the antagonisms and 
discriminations are directed even against 
the Canadian-born Japanese, who, though 
physically Japanese, are culturally Cana- 
dian. 

In this welter of tensions, there is no 
unanimity with reference to any program; 
there has been a diversity of partisan views 
on the basis of which British Columbia has 
muddled along as pressure groups have 
brought some action in the provincial legis- 
lature. Attempts have been made to force 
the hand of the faraway Dominion Govern- 
ment, but with slight success. The authors, 
on the basis of data which enable them to 
view the situation in its totality, advance 
certain proposals that would be of advan- 
tage to all concerned. 

Characteristically, a group considers its 
situation unique, but when the authors 
compare the local data with conditions in 
other places, it becomes evident that the 
Japanese in Vancouver expand, rise in the 
business scale, and behave like immigrants 
elsewhere. The Canadians declare that the 
language schools of their Japanese are sub- 
versive and totally un-Canadian, but they 
follow the same patterns as in California 
and in Hawaii. In fact, the Japanese in 
Canada virtually duplicate the life of their 
fellow countrymen south of the interna- 
tional boundary as set forth by Ichihashi. 
Their second generation also resembles that 
group in our Pacific Coast states as found 
by the reviewer in his study, except that 
denial of the suffrage to the Canadian Jap- 
anese is productive of considerable differ- 
ence. 

This volume is a worth-while contribu- 
tion to the growing literature in the field 
of race relations. 

Witiram C. SMITH 

Linfield College 


Roop, Roya D. Matrimonial Shoals. Pp. 
xii, 424. Detroit: Detroit Law Book 
Co., 1939. 

This book bears, in eighteenth-century 
style, the subtitle “A Lawyers Tabulated’ 

Analysis of 270,000 Divorces. Repudiating 
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All Accepted Theories of the Causes of 
Metropolitan Divorce Trends and Accusing 
the Law. Dedicated to the Hope that a 
Re-established Stability of The Family and 
The Home May Yet Again Serve the Se- 
curity and Welfare of Childhood, Mother- 
hood, and Old Age.” The statistical analy- 
sis consists of three tables and two graphs 
concerning divorce suits in Wayne County, 
Michigan. Almost half the volume is given 
over to the record in the Lupu case, in 
which the author was attorney and which 
is either the cause or the result of the au- 
thor’s theory of the law of marriage and 
divorce. 

The author’s thesis seems to be that mar- 
riages would be more stable if divorce pro- 
cedures more rigidly conformed to com- 
mon-law antecedents. He opposes private 
trials without a right to a jury; he dis- 
approves of social workers and would abol- 
ish the Friend of the Court in Michigan 
divorce proceedings; he urges the return to 
“natural law” as opposed to “man-made 
law.” In these contentions the reviewer 
cannot agree with the author. In this dis- 
agreement the reviewer is supported by the 
Michigan Supreme Court in the Lupu case, 
in which the author evidently takes pride. 
Mr. Rood is seeking to hold back the social 
flood by inserting a finger in the legal dike. 

GEOFFREY May 

Social Security Board 


Innes, Joun W. Class Fertility Trends in 
England and Wales 1876-1934. Pp. xiii, 
152. Princeton: Princeton University 
Press, 1938. $2.50. 


Although population research has in re- 
cent years demonstrated the very wide- 
spread occurrence of social class differences 
in reproduction rates, much still remains 
to be learned concerning the nature and the 
origins of this obviously important demo- 
graphic phenomenon. It would therefore 
appear that the indicated direction to be 
taken by further research is towards the 
understanding and interpretation of differ- 
ential fertility. A step in this direction is 
taken by Innes in his study of class fertility 
trends, this being an attempt to trace the 
changes in the relative fertility of a few 
broad occupational classes in England and 
Wales over the last fifty or sixty years, 
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The inadequacies of the official British 
data on fertility are notorious, yet the au- 
thor finds two sources of information which 
he considers capable of providing indices of 
the trends of relative fertility. His first 
material is from the 1911 census, being the 
average size of completed families in vari- 
ous employment groups, this available with 
analysis according to year of marriage and 
age of wife at that time. The period so 
covered is from 1851 to 1886 or 1891. 
From this point the inference concerning 
the trend of class fertility is carried up to 
1934 by a study of fertility rates in admin- 
istrative districts of the London metropoli- 
tan area, these districts being classified into 
five groups on the basis of several social 
indices. 

‘The period covered proves to be one of 
great demographic interest, with the down- 
ward turn of total fertility apparently com- 
ing around 1876, followed by a progressive 
widening of the class fertility differentials. 
In the London material, however, evidence 
of a convergent trend of these differentials 
appears in recent decades. 

That the material contains many flaws 
and permits no precise determination of 
class differences in reproduction must be 
obvious, and would undoubtedly be freely 
admitted by the author. The real question 
is whether or not it affords a reliable indi- 
cation of the relative position of the vari- 
_ ous class divisions and of their trends of 
fertility. This is a question of fact, and 
one that. the reviewer cannot answer. Cer- 
tainly it would appear that the data have 
been carefully, even painstakingly, analyzed 
with a thorough cross-checking of tentative 
conclusions wherever possible. ar 

“As. a matter of.fact, what we have here 
is an attempt.to remedy deficiencies. of-ma- 
terial through elaboration of .methods. 
Especially inthe treatment of. the fertility 
rates of the London «districts; : one. might 
wonder ‘if ‘such refined’ methods are justi- 
‘fied ‘by such unrefinable data. ` This -is, 
however, a matter of statistical aesthetics, 
and ‘in any case, what is.apparently. warited 
is:simply:a bdsis.for inference, nota precise 
‘determination: -The author. is to be. corti- 
mended: for his ‘careful critique of his own 
material. There is; for example, a detailed 
evaluation of data on the size of completed 
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families as a measure of fertility. Due al- 
lowance seems to have been made for cer- 
tain peculiarities of this material, yet one 
disturbing possibility remains: that is that 
where the information is limited to families 
in which the wife if forty-five years of age 
or over, the reported occupation and oc- 
cupational status is not necessarily the 
same as that during the earliest years of 
marriage and of highest fertility. 

In spite of various such inadequacies in 
the material, however, the general conclu- 
sions concerning the trends of class fertil- 
ity may stand. If so, then this study repre- 
sents a valuable contribution to knowledge 
of the history of population. 

E. P. HUTCHINSON 

Harvard University 


ALPERT, HARRY. Emile Durkheim and His 
Sociology. Pp. 233. New York: Colum- 
bia University Press, 1939. $2.75. 

` Thėre'ate two chief methods of analyz- 
ing the contributions of past social theories. 
From the first procedure the theorist 
emerges, if lucky, with his skin and the 
commentator as a mighty smart fellow. If 
the other method is used, we have a disciple 
eulogizing a master, whose only mistake was 
an unfortunate ambiguity in language which 
has made it possible to condemn him for 
views he never held. Mr. Alpert’s mono- 
graph falls in the latter class. I believe he 
is essentially correct. His study is a use- 
ful guide to the greatest. of French sociolo- 
gists, although it possessés neither the pro- 
fundity of ‘Talcott Parsons’ chapters nor 
the ‘clarity of Emile Benoit-Smullyan’s as 
yet unpublished thesis; moreover, his justi- 
fication for an additional volume on Durk- 
heim is weak, for in practice hé does: not 
devote much attention to the less kriowh 
aspects of Durkheiin’s work: ” 

Durkheim’s whole work ‘was ‘a polemic 
directed against individualism, in’ the sense 
that’ hée’-continually stressed the social ele- 
ment in phenomena and the need fora sci- 
ence of society which would correct the 
inadequacies of psychology. ` Human: ná- 


‘ture, even in its most egoistic manifesta- 


tions (e.g., suicide), can be understood as 
<a product “of society.. Much migunder- 
“standing of Durkheim’s attitude would have 
been avoided if he had been less a fighter 
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and so more able to achieve the balance of 
Cooley’s view that society and individual 
are inseparable—a view with which he 
really agreed. His glorification of society 
was a principle of explanation; as a moral 
objective, he set up personality with all the 
enthusiasm of the usual adherent of the 
cult of the individual. As a scientist he 
made a plea, which we have not yet suf- 
ciently heeded, that the problems of all the 
social sciences should be approached sub 
specie societatis. 
_ W. Rex CRAWFORD 
University of Pennsylvania 


Brown, Francis J. The Sociology of 
Childhood. Pp. xxii, 498. New York: 
Prentice-Hall, Inc., 1939. $2.25. 

The author finds that past books on child 
welfare have been written to a large extent 
from the point of view of social pathology. 
Furthermore, social psychology is generally 
approached from the standpoint of the 
adult, the child receiving little or no at- 
tention. Greater study should now be 
made of the sociology of the normal child, 
in' order that the processes which shape 
the lives of most children may be better 
understood. 

After a statement of the general pur- 

pose of the book, the writer illustrates so- 
cial processes with the presentation of four 
case studies, each of which depicts the 
evolving behavior patterns of a particular 
child. The case studies are then followed 
with a more intimate discussion of the typi- 
cal social interaction experienced by these 
children especially in terms of adaptation, 
conflict, and co-operation. 
’ Social interaction consists of three types 
of relationships—the relation of a child to 
one individual, such as father or mother; 
the contact of the individual with the 
group; and the group-to-group relationship 
in which the child is a member of one of 
the groups. The passivity of the young 
child gradually yields to conflict. The 
group’ attitudes of the various groups with 
which the adolescent child is allied are in- 
consistent with one another: - 

Wholesome human OI R are 
founded in the family group, but antisocial 
attitudes may also be originated there? 
-The relative importance of a particular so- 
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cial process rises or falls according to the 
types of social interaction experienced. 

Next to the family group in importance 
is the play group, in which passive adaption 
is a dominant social process. Ideals of 
group welfare and of subordination of self 
for the common good also develop here. 
In the school there may be conflict between 
pupil and teacher, but excellent opportuni- 
ties for co-operation are also provided. 
Another task relates to the development of 
active adaptation, since attitudes toward 
conduct, religion, and government must 
also be formed. Next to the parent, the 
teacher has the greatest opportunity to so- 
cialize the child. The rise of leisure time 
is very important, but the author admits, 
“Leisure is still a liability to be spent: it 
must be made an asset to be saved.” 
Among the agencies that serve the recre- 
ational needs of children and youth are 
children’s libraries, museums, settlement 
houses, playgrounds, and recreational cen- 
ters. 

In discussing the motion picture the au- 
thor recognizes the adverse effects of many 
pictures on the habits and behavior of chil- 
dren. Although various plans for improv- 
ing pictures have been attempted, educa- 
tion is considered to offer the only solution. 
The schools at present, however, shirk 
frank discussions of the merits or demerits 
of current films. All educational agencies 
must participate in the plan or share the 
responsibility. 

Part VI deals with the child and the 
state. The chapter on child labor briefly 
sketches the struggle for protection against 
premature child labor and the efforts to 
obtain Federal legislation. Other chapters 
deal with the expansion of health services, 
playgrounds, and youth organizations. A 
significant chapter on religion illustrates so- 
cial processes at work. Passive adaptation 
gives way to conflict, and this, in turn, to 
adjustment. 

Throughout the book the various social 
processes that operate to influence the 
child’s behavior are described and illus- 
trated. In the final chapter, methods of 
stimulating the more desirable processes 
are briefly indicated.- Each chapter closes 
with a series of questions for discussion and 
a*brief bibliography. The appendix lists 
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representative organizations serving chil- 
dren and youth. 
GEORGE B. MANGOLD 
University of Southern California 


Baylor, EpitH M. H., and Erro D. Mo- 
NACHESI. The Rehabilitation of Chil- 
dren. Pp. xii, 560. New York: Harper 
& Bros., 1939. $3.75. 


In this book a social worker and a soci- 
ologist have combined to analyze the the- 
ory and practice of child placement, and 
the result is an interesting, readable, and 
suggestive volume of twelve chapters and 
three appendices, dealing with almost as 
many specific phases of a well-known social 
work policy in the field of children’s work. 

Basically, this work is a plea for self- 
examination and self-criticism by social 
agencies of their work, and an illustration 
of such a technique applied to the work 
of two well-known children’s agencies; con- 
cretely, the substance of this study is an 
evaluation of 661 children treated by the 
Children’s Aid Society of Boston and the 
New England Home for Little Wanderers— 
these being their cases discharged from su- 
pervision between 1928 and 1932. 

There are a number of specific aspects 
of this volume that might be criticized, but 
its purpose and its main effort are so vital 
and commendable that one is inclined to 
overlook the defects. More than a decade 
ago this reviewer, in a published article, in- 
sisted that social work must more and more 
appraise its own work objectively if it is 
to endure. This book is a thorough effort 
to do this in a specific field. There is in it 
a healthy admission of failure in those cases 
where failure has occurred. There is an 
honest effort to find out the causes of fail- 
ure. There is an intelligent insistence upon 
the role of the community in the genera- 
tion and perpetuation, as well as in the 
prevention, of individual maladjustment. 
Sociologists will be interested particularly 
in the chapters on the family configuration 
of cases of failure, the characteristics of 
children before care in relation to success 
and failure, and the predictability of the 
child’s response to care. 

Appendix C at the close of the volume 
calls for special comment. It is a study of 
the unit costs of child placement, contrib- 
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uted by Alfred F. Whitman, secretary of 
the Children’s Aid Association of Boston. 
This, too, is an excellent contribution to a 
development of thought and practice of 
which there must be more and more in the 
emerging science of social work. 

The volume is dedicated to Mr. J. Pren- 
tice Murphy. Mrs. Baylor is supervisor 
of Study and Training, the Children’s Aid 
Association, Boston, and special instructor 
in Children’s Work, Simmons College 
School of Social Work; Mr. Monachesi is 
assistant professor of Sociology at the Uni- 
versity of Minnesota. There is an intro- 
duction by Professor F. Stuart Chapin; the 
volume appears in the Harper Social Sci- 
ence Series, of which Professor Chapin is 
the general editor. 


James H. S. Bossarp 
University of Pennsylvania 


LUNDEN, WALTER A. The Dynamics of 
Higher Education. Pp. xviii, 402. Pitts- 
burgh: Pittsburgh Printing Co., 1939. 
$4.25. 

The intention of the author is “to present 
a full-length sociological analysis of the in- 
stitutions of higher education in the West- 
ern world.” At best this would be a diffi- 
cult thing to do in four hundred pages, 
especially since Dr. Lunden attempts to 
give something of a historical background 
of the development of the university as a 
social institution from the days of Greece. 
The first half of the book is largely histori- 
cal, supplemented with statistical tabula- 
tions showing numbers of institutions and 
periods of founding. The rest of the vol- 
ume is given to tabulations relating to such 
problems as enrollments, faculty classifica~ 
tion by academic rank, marital status, age, 
promotion, turnover, and others. The 
study closes with a brief discussion of fac- 
tors making for stability and continuity of 
institutions of higher education. 

In evaluating Dr. Lunden’s work, three 
aspects of it have to be considered sep- 
arately: (1) what it adds to historical 
knowledge concerning the evolution or or- 
ganization of universities; (2) what it con- 
tributes to sociological analysis, either in 
general or with respect to higher education; 
and (3) the importance of the source mate- 
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rial, or the data of a quantitative nature 
that are introduced. 

With respect to the first, the contribution 
seems to the reviewer slight. Dr. Lunden 
depends almost entirely on secondary 
sources, and his handling of them does not 
appear to give any significant new insights. 
Some of the material is sketchy to the 
point of being misleading. The chapter on 
“The Medieval Guild and the Organization 
of Early Universities” is four and a half 
pages. A chapter on “Byzantine Culture 
and the Growth of Higher Education in 
Europe” has five pages. Actually there 
seems to be little analytical relationship 
between these early sections and the later 
tabular analyses. 

In stressing that the university is a so- 
cial institution, Dr. Lunden is on sound 
and obvious ground, but the development 
of his sociological point of view is highly 
terminological. He does not make it clear 
just what gain comes from discussing the 
question of faculty promotion and turnover 
(which are good, accepted words) in terms 
of “institutional metabolism,” “trans- 
stratum migration,” and numerous other 
derivatives and variations. The reviewer is 
not convinced that this is more “sociologi- 
cal” than many other allegedly nonsocio- 
logical studies of the same subjects. It 
certainly is no more exact. 

Finally, as to the data. The book suf- 
fers from having no comprehensive and 
critical statement concerning the data that 
are presented. Many tables are drawn 
from other sources, but others are not 
clearly identified. Just what is original 
material compiled for the study and what 
has been drawn from other sources is not 
always easily determined. This makes use 
of the material by other students difficult. 
Moreover, there are some tabular difficul- 
ties: Tables 37 and 40, showing the same 
facts, do not seem to agree in their totals. 
Other confusions exist to perplex the 
reader: Table 8 shows the occurrence of 
permanent institutions from 1100 to 1930, 
with a total of 753. It is specifically stated 
that normal schools in the United States 
are omitted, from which it is assumed that 
other higher institutions are included. Vet 
later in the volume, Dr. Lunden shows 725° 
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institutions in the United States alone (Ta- 
ble 36). How, then, was Table 8 made up, 
and what does it include? These-are a few 
examples, and others could be cited, along 
with factual misstatements or carelessness 
of statement. 

In short, the book does not fulfill the 
promises of the Foreword. 

Matcotm M. WILLEY 
University of Minnesota 


Martin, Ropert F. National Income in 
the United States 1799-1938. Pp. xv, 
146. New York: National Industrial 
Conference Board, 1939. $3.50. 


Income in terms of goods and services 
rose in the United States from $214 per 
person in 1799 to $602 per person in 1937. 
This increase in actual volume of consump- 
tion by each individual is overstated, for 
in the early days a great many services 
were performed and goods produced within 
the family at home and therefore did not 
appear in national income accounts. The 
increase shown is, therefore, partly at- 
tributable to the transfer to the market of 
services formerly performed at home. 

No attempt has been made to estimate 
statistically the degree to which the three- 
fold increase in income represents a shift 
from family to factory production, as might 
have been done by use of the changing pro- 
portions of production income derived from 
various sources. Thus, agriculture in 1799 
accounted for almost 40 per cent and 
transportation and communication for 
nearly 25 per cent of total private produc- 
tion income. Agriculture and transporta- 
tion had declined to a position of a little 
over 10 per cent and were both exceeded 
in importance as a source of income by 
trade and by service, as well as by manu- 
facturing. 

The Conference Board and the author 
prefer to leave the reader to judge for 
himself what light this record throws on 
some of the problems of the present. On 
the basis of the data for 1799 to 1849, how- 
ever, the author concludes that “it is evi- 
dent that the actual increase in the well- 
being of the population in the United States 
in the first half of the nineteenth century 
could have been only moderate. . . . the 
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advancement in the current economic wel- 
fare of individuals in this half-century was 
much less than has customarily been as- 
sumed. 

One of the most important changes noted 
is the large increase in the proportion of 
total income that is derived from the gov- 
ernment. In this change is included boun- 
ties such as those involved in the agricul- 
tural adjustment program, but the statistics 
fail to show the amount of income pro- 
duced for the tariff-protected industries in 
comparison to their income without tariff 
protection. Similarly, the great increase of 
income from government resulting from the 
transfer of activities from charities to gov- 
ernment is not considered. 

The analysis makes it clear that the 
changes in proportions of income in the 
form of dividends, interest, salaries, and 
wages do not prove that labor is obtaining 
a larger or smaller share of total income; 
but rather that these changing proportions 
merely reflect changes in industrial organ- 
ization. Thus, in agriculture, in which 
small, unincorporated enterprises have pre- 
dominated, dividends are negligible, sal- 
aries and wages are a minor item, and en- 
trepreneurial income is the principal kind 
of return to those engaging or investing in 
the industry. In manufacturing, which in 
recent years has been carried on mainly by 
large-scale incorporated enterprises, salaries 
and wages and dividends account for prac- 
tically the entire income. 

The description of sources and methods 
of estimating are disturbing. In order to 
obtain comparable totals for the various 
years preceding 1899, the procedure gen- 
erally adopted was the use of estimates 
based upon the assumption of constant pro- 
portions. For example, “the most accurate 
estimates that could be constructed of the 
income produced in éach industrial group 
in each census year were used to project 
the final estimates for 1899 back over the 
preceding 100 years.” These estimates ap- 
pear to involve a surprising degree of con- 
fidence in the stability of proportions that 
are demonstrated by the recent. statistics to 
be ‘singularly unstable. Other estimates 
were based on correlations, but the author 
does not disclose how large, or small, his 
coefficients of correlation were, and ‘no 
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discussion of fiduciary limits of estimate is 
included. 


James G. SMITH 
Princeton University 


NationaL Burrau or Economic RE- 
SEARCH. Studies in Income and Wealth, 
Volume Two. Pp. xii, 331. New York, 
1938. ; 
In Part One, “On the measurement of 

national wealth,” Doctor Kuznets concludes 

that the contribution of national wealth to- 
tals is insignificant, provided that national 
income measurements are available and 
that measurement of the current flows to 
and from the stock of wealth is practicable. 

Discussions by R. T. Bye, Gerhard Colm, 

M. A. Copeland, and E. M. Martin adopt 

a more optimistic view concerning esti- 

mates of total national wealth; but they 

admit the complexity of its measurement 

to which Doctor Kuznets’ analysis is di- 

rected with telling effect. He appears, 

however, to confuse wealth and property 

(page 16), and many will object to speak- 

ing of wealth as rendering services, because 

such terminology: encourages the view that 
labor is a commodity. 

Part Two contains an analysis and dis- 
cussion of the “Correction of wealth’ and 
income measurements for price changes,” 
by M. A. Copeland and E. M. Martin. A 
lively and interesting controversy on the 
meaning of input and output develops be- 
tween the authors and Milton Friedman. 
Their mutual accusations of the use of 
“high-sounding language of an absolutist 
philosophy” are concurred in by the re- 
viewer, who desires to register the com- 
plaint against writers on wealth and income 
statistics that they appear to surround their 
subject with a mystical and confusing type 
of “shorthand” language. It raises the ques- 
tion whether they are aiming to spread 
knowledge concerning their specialties or 
whether they aim to make Einsteinian con- 
tributions that few will have the patience 
to study. -On-page 114 the authors make 
an important issue of monopolistic com- 
petition, ovérlooking oligopoly as a mar- 
keting situation more relevant to their dis- 
“cussion. It does not seem appropriate, 
moreover, to consider the use to which an 
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object is put in determining whether it is 
wealth or illth; thus, on page 115, the li- 
brary of a shyster lawyer may be a very 
good library. 

Part Three, entitled “National income, 
saving, and investment,” by Gottfried Ha- 
berler, is a systematic presentation in sim- 
ple, understandable language. The writer’s 
discussion of the controversy over the defi- 
nition of saving and investment is a bril- 
liant commentary on an important current 
topic. He supplies also a brief bibliogra- 
phy. Regrettably, he reaches the conclu- 
sion that, for society as a whole, he would 
define S and Z identically as unconsumed 
output. Discussions by M. A. Copeland 
and Hans Neisser and Haberler’s reply con- 
tain a stimulating interchange of contro- 
versial ideas. 

After an intriguing survey of the defini- 
tions of wealth, capital, property, and in- 
come, the conclusion is reached by Roy 
Blough and W. W. Hewett, in Part Four, 
“Capital gains in income theory and taxa- 
tion policy,” that capital gains are property 
value changes, and that it is not surprising 
that taxation of capital gains is a matter of 
much controversy. There is no method 
either of taxing them or of exempting them 
that is superior in all respects to all other 
methods. 

G. C. Means, Laughlin Currie, and R. R. 
Nathan give in Part Five a deductive anal- 
ysis of “Problems in estimating national 
income arising from production by govern- 
ment.” In a rejoinder to Kuznets’ discus- 
sion, they emphasize exception to the as- 
sumption of identity of the concept of net 
savings of government agencies with that 
of net savings of business enterprises. 

In Part Six, “Allocation of benefits from 
government expenditures,” based on 1936 
data, R. W. Nelson and Donald Jackson 
show that Federal expenditures to aid 
farm enterprises are only half as large 
as Federal expenditures to aid nonfarm 
enterprises; and that Federal expenditures 
directly for farm population are only one- 
quarter as large as Federal expenditures 
directly for nonfarm population. 

Statisticians will appreciate especially the 
discussion of problems concerning the 
measurement of wealth and the deflation 
of income and wealth statistics. Econo- 
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mists and monetary theorists will find this 
book a valuable addition to their libraries 
because of the discussions of savings and 
investment, of capital gains, and of pro- 
duction by government. Unfortunately the 
book is not indexed.’ 


James G. SMITH 
Princeton, N. J. 


LAUFENBURGER, Henry. D'intervention de 
Pétat en matière économique. Pp. 371. 
Paris: Librairie Générale de Droit et de 
Jurisprudence, 1939. l 
In the introduction the author raises the 

question whether or not there exists an 
economic system of “interventionism” ac- 
cessible to pure economic analysis as capi- 
talism and socialism are. He does not give 
a definite answer. He even admits that he 
cannot give a strict definition of interven- 
tionism. It is a transitory phenomenon, 
somewhere between capitalism and social- 
ism; even though it may be a phenomenon 
of long duration, not more transitory than 
other historical phases are. Between capi- 
talism and socialism a multitude of eco- 
nomic systems is imaginable, and many 
forms actually exist. Which one should be 
called “pure” interventionism? Laufen- 
burger confines himself mainly to classify- 
ing and describing various forms of gov- 
ernment intervention. 

The author distinguishes three types of 
intervention: the traditional functions of 
government, the fight against the business 
cycle, and the attempts to reform the eco- 
nomic system. On another plane he dis- 
tinguishes the intervention for the sake of 
political ends in autocratic countries from 
the preserving or reforming intervention for 
social ends in democratic countries. The 
copious factual illustrations refer espe- 
cially to France and Germany, with com- 
parisons taken from the experiences of 
many other countries. The author empha- 
sizes that in many respects the classifica- 
tions which he suggests do not fit the 
reality, and he does not attempt to force 
historical facts into any rigid patterns of 
theory. 

Some readers may wonder whether there 
is any need for a new theory of govern- 
meht intervention. They may suspect that 
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the time-honored topic of economic policy 
is treated merely under a new name. The 
material presented in this book to my mind 
convincingly proves that modern develop- 
ment has resulted in an economic order 
which requires different tools of analysis 
from those required by the traditional or- 
der. In the traditional approach, the 
. economic system was explained as an 
automatism steered by the cost-and-price 
relationship and driven by the profit mo- 
tive. It was admitted, of course, that gov- 
ernment policies modified the working of 
this automatism (for instance by tariffs). 
For an understanding of the present eco- 
nomic system it is essential to realize that 
government policies form a constitutive ele- 
ment shaping economic development for 
good or evil. The old separation of an 
economic theory which disregards govern- 
ment policies from the predominantly de- 
scriptive treatment of government policies 
is no longer possible. Several tasks of a 
theory of intervention are faced by Laufen- 
burger’s treatment. One task is to analyze 
why under certain conditions government 
intervention becomes necessary. The au- 
thor shows, for instance, why in the field 
of communication an expansion of public 
services at the cost of private organization 
is developing. Another task is to show the 
inner consistency or inconsistency of gov- 
ernment measures with the operation of the 
private sector of the economy and with 
other measures of government policies. 
Laufenburger assumes, for instance, that 
in the case of certain policies of the Nazi 
regime one step of intervention necessarily 
leads to further steps of intervention. In 
the whole, Laufenburger supplies more de- 
scriptive material than systematic analysis; 
yet we must be grateful for each step taken 
in this field which so urgently awaits a 
systematic cultivation. 


GERHARD COLM 


New School for Social Research 


Moss, Ropert. L'économie collectiviste. 
Pp. 210. Paris: Librairie Générale de 
Droit et de Jurisprudence, 1939. 


These last years have seen a remarkable 
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(For a critical survey of the entire litera- 
ture see Social Research, Vol. VI [1939], 
pp. 88-113.) The writers all come to the 
conclusion that, with money incomes dis- 
tributed in one way or other and freely 
spent in the commodity markets, even the 
most strictly centralized system is provided 
with objective standards of orientation on 
how to allocate labor and resources to the 
various industries in accordance with ef- 
fective demand. While the ideal free mar- 
ket is supposed to attain an equilibrium 
of production and demand spontaneously 
through the incentive for profitable enter- 
prises to expand and for deficit enterprises 
to contract, until prices cover cost every- 
where, a centralized system would delib- 
erately strive for the same maximum posi- 
tion by enlarging and reducing respectively 
the sizes of industries and plants so as to 
eliminate gains and losses. 

Our French author chooses a different 
approach. He does not contrive a theoreti- 
cally ideal system as do his German and 
Anglo-Saxon predecessors, but mainly ana- 
lyzes and appraises the economic system 
of the Soviets, referred to only in critical 
by-remarks by those other authors. His 
book is very good in general, and particu- 
larly valuable because it presents the most 
penetrating theoretical analysis of the prin- 
ciples underlying the Soviet economy in its 
practical operation, making allowance for 
its incidental and avoidable shortcomings. 

The peculiarity of the Soviet economy is 
the side-by-side position of a detailed and 
rigid plan of production and a free ex- 
penditure of money incomes in the con- 
sumer-goods markets. As long as the plan 
determined selling prices in accordance with 
cost of production (whatever that be in a 
system which for instance does not recog- 
nize natural resources as a cost item), it 
had to ration goods in the event of a short- 
age and to store up a relative oversupply. 
By varying the price it is, of course, pos- 
sible to clear the market from whatever 
supplies are provided under the plan. But 
this price is only a means of distributing 
existing supplies, not of regulating produc- 
tion, unless the plan is modified so as to 
comply with the desires of consumers, as 
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loss it may include. The dilemma then lies 
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between following the desires of the plan- 
ners and those of consumers. The first 
alternative is overtly antidemocratic and 
antirational, and would have to seek its 
justification, if any, in metaphysical con- 
siderations. In the second alternative the 
principle of the plan is given up, or rather, 
the plan appears in exact analogy to the 
“plan” under which a private enterprise in 
the free market produces its output, sub- 
ject to ratification or correction by con- 
sumers when it comes to sell that output. 
The term “planned economy” then becomes 
meaningless. 

It is striking that the book presents no 
theory of the crisis, and therefore has no 
use at all for the idea of a plan deliberately 
and permanently counteracting the pure 
pricing standards. Such a policy, of course, 
becomes imperative for those who hold 
that, even with the purest pricing mech- 
anism, the short-run situation as expressed 
by it may conflict with the durability of 
certain goods, such as machines and houses, 
or with the long-run effects on the labor 
market of the most recommendable labor- 
saving devices. 

The most original chapter of the book is 
the one on foreign trade, under conditions 
of a complete monopoly which shuts off 
the domestic from the foreign market. The 
author succeeds admirably in pointing out 
how the classical theory of comparative 
cost as the regulating force in international 
division of labor is refined and amended 
under these conditions. For instance, the 
cost involved in re-shuffling investments un- 
der the pressure of importation is mostly 
neglected in private accounting, but should 
be included in the more correct calculation 
of a centralized system. 

As a whole, the book brings a welcome 
corroboration and verification of the exist- 
ing body of doctrines, as well as a valuable 
enrichment through its original approach 
and several of its propositions. It should 
be remarked, however, that the analysis is 
confined to the purely economic problems, 
and refrains from discussing the political 
implications. The more the pure theory of 
a totally socialist economy is assured, the 
more the various degrees of centralization 
and the combination in one system of fields 
of individual property with fields of col- 
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lective property demand clarification by the 
representatives of “political economy.” 


EDUARD HEIMANN 
New School for Social Research 


Scumipt, CARL T. The Corporate State 
in Action. Pp. 173. New York: Oxford 
University Press, 1939. $2.25. 

Dr. Schmidt has added another worth- 
while book to the growing list of studies of 
the Italian Fascist state. This book is 
dramatically written with a fine flair for 
contrasting the advertised benefits of Fas- 
cism with its stark realities. While Pro- 
fessor Schmidt is more prone to give credit 
where it is due in this study than he has 
formerly done, he indicates his critical posi- 
tion by the dedication of his book to Gae- 
tano Salvemini. 

The author skillfully traces the condi- 
tions in Italy before Fascism, pointing out 
the indifference of the masses toward their 
exercise of the suffrage, the circumstances 
of Italian agriculture and labor, and the de- 
velopment of industry and trade unions. 

Then Professor Schmidt gives a thrilling 
picture of the series of sit-down and occu- 
pancy strikes after the war and the “plun- 
dering of shops by mobs” in rebellion 
against the high cost of living. Because of 
the divided and uncertain leadership of 
their party, the Socialists failed to seize 
the opportunity for political power when 
workers in six hundred factories went on 
strike in the fall of 1920. 

Dr. Schmidt gives a deftly etched por- 
trait of the inconsistent Mussolini who in 
his youth denounced “everything Fascism 
came to represent: militarism and war, 
colonial adventure, suppression of economic 
and political democracy, the absolutism of 
the State” (p. 35). The author ascribes 
the success of Fascism to the fear of So- 
cialism on the part of big employers, en- 
riched peasants and farmers, the artisans, 
and petty traders. To win over big busi- 
ness interests, the revolutionary aims of 
Fascism were toned down, and the General 
Confederation of Industry, the organ of 
big business, threw its support to Musso- 
lini. As always, politicians adopted the 

* most expedient course to power. 
“Building the Police State” is Dr. 
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Schmidt’s title for his chapter describing 
the process of cementing the Fascist con- 
trol of the government. The sweeping 
away of all enemies, the murder of Matte- 
otti and its repercussions, led Mussolini and 
his followers to break away from all pre- 
tense to liberal government and declare the 
founding of the Corporate State in 1926, 
when the Labor Charter was issued. ‘“Out- 
wardly,” says Professor Schmidt, “he 
[Mussolini] is the inspired autocrat manip- 
ulating his puppets, and receiving credit 
for everything. In practice, however, rule 
is exercised collectively by a few leading 
administrators, including Mussolini. . . . 
Their one basic and constant guiding prin- 
ciple is that their dominance be preserved” 
(p. 57). Quite rightly, the author points 
out that the Fascist party has been merged 
with the government. Professor Schmidt 
says of the substitution of the Chamber of 
Fasces and Corporations for the old Cham- 
ber of Deputies, “This time the name of 
the orchestra was changed but as before 
‘the music is always the same’” (p. 60). 
Also, the power of the central government 
was increased by requiring that the prefects 
(in the provinces) and the podestà (in the 
municipalities) be appointed by the author- 
ities at Rome. 

In his treatment of the economic prob- 
lems of Fascism, Professor Schmidt claims 
that the elections of employee members of 
the syndicates and the setting up of the 
collective trade agreements are dominated 
by the government, although he gives no 
adequate proof that such is the case. He 
estimates that wage increases in 1936-37 
did not compensate for the rise in living 
costs. This estimate is based on a study of 
“wage rates in labor contracts, testimony 
of Fascist officials and the Fascist labor 
press, and on the detailed analyses by econ- 
omists” (note 11, p. 163). All this by way 
of discounting the more optimistic govern- 
ment figures. It is regrettable that the au- 
thor does not give details or quotations 
from sources on this important point, and 
who are the economists who made the anal- 
yses? At all points where they might have 
added to the usefulness of the book, Pro- 
fessor Schmidt has avoided presenting sta- 
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none too reliable official Italian statistics, 
although he often comes to dubious con- 
clusions based upon them. He says of 
the public works program that it “absorbed 
not more than 15 to 20 per cent of all un- 
employed workers” (p. 85, italics mine). 
This would strike most economists as a 
very good average. 

Professor Schmidt does admit that the 
social-welfare and educational institutions 
of Fascism provide the working population 
with numerous benefits. When he says, 
however, that “the consumption of almost 
every common type of foodstuff in 1936-37 
was below the levels of the 1920’s” (p. 90), 
I must ask how he can accept these (pre- 
sumably government) figures and reject 
others that do not harmonize with his own 
opinion? 

The author’s treatment of the Italian ag- 
ticultural problem is brilliant. He points 
out that the battle of the wheat has led to 
a derangement of Italian agriculture, and 
that while Italy may have more wheat, ob- 
tained at very high costs, she raises less 
live stock and tree crops, both well suited 
to Italian soil. The reclamation program 
comes in for censure, especially as it is 
propagandized in the overadvertised drain- 
ing of the Pontine Marshes, but it is 
praised for relieving unemployment and im- 
proving the public health by doing away 
with malarial swamps. 

Professor Schmidt pays some attention 
to the growth of cartels, and the centraliza- 
tion of banking functions in the hands of 
the government, but he fails to emphasize 
the power of the corporations to pass on 
the erection of new plants or expansions 
to old, which permits the government to di- 
rect trade into the channels of war or 
peace, free trade or autarchy. 

Finally, the author says, “Economically 
Italy is developing a closed system pre- 
paring for war” (p. 158). Also, “The 
pseudo-philosophy of class-collaboration is 
but a mask over the face of its cancerous 
tyranny” (p. 159). 


Henry S. MILLER 
Queens College 
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corporativa. 
1939. 18 lire. 


This volume on the trust movement in 
Corporate Italy attempts to review the past 
theory of trusts and to set up a theoretical 
justification for the present expansion of 
large private trusts and semipublic trusts 
in Italy. Professor Francesco Vito of the 
Università Cattolica del S. Cuore of Milan 
is the principle contributor to the volume. 
Vito traces methodically (rather pedanti- 
cally) the theory of combinations from the 
time they were considered an unusual acci- 
dent of liberal economy, enjoying monopo- 
listic privileges, to the present attempts of 
theorists to include imperfect competition 
in some well-ordered body of theory. Marx 
prophesied that trusts would form the 
bridge to socialism. But Vito says social- 
ism is not the only possibility—better the 
system of auto-discipline of the corporate 
economy, substituting for selfish goals the 
interests of the entire social economy on a 
higher plane. Theoretically the corporate 
economy aims to substitute for competition 
as a regulator of the economic life, the or- 
ganic principle of social justice. But what 
this principle of social justice is, Vito does 
not say. In the acts of 1932 and 1936 the 
corporations were given control over the 
trusts, making it possible for the govern- 
ment to direct business into the channels it 
desired. 

In his two contributions to this volume, 
Franco Feroldi links the theory of overhead 
costs, especially the increased cost of added 
machinery, and the problem of unused ca- 
pacity with the need for trusts. Also, Fe- 
roldi emphasizes the usefulness to the na- 
tional economy of the power now vested in 
the corporations to pass on new plants and 
expansions: to old, which Dr. Schmidt 
tended to regard as relatively unimportant. 
The Italian state has intervened in big 
business, especially in shipbuilding (Fin- 
mare), iron and steel (Finside), synthetic 
rubber, and others, and there is every pros- 
pect that this tendency will continue in the 
future, as witness the announcement on 
June 13, 1939 that the two leading rayon 
companies were merged into a larger Snia 
Viscosa. Why state intervention? “Be- 
cause these semipublic trusts satisfy the 
needs of war and autarchy and serve to 
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direct the economic forces of the nation in 
the way desired by the supreme hierarchy 
of the state,” says Feroldi. 

To complete the picture, Dr. Eugenio 
Tonini traces the growth and theory of 
trusts in Germany. Tonini claims that the 
cartel is essentially a powerful instrument 
of political economy. Compulsory cartels 
in coal, potassium, and electricity were es- 
tablished right after the war. The present 
government has Reichskommissare, officers 
who sit in on trust meetings and see to it 
that their policy corresponds with that of 
the state. Also, the present regime has 
established groups which nobody seems to 
be able to explain, except that they have a 
more general function in the economy than 
the obligatory trusts. 

Henry S. MILLER 

Queens College 


Davis, Joser S. On Agricultural Policy 
1926-1938. Pp. vii, 494. Stanford Uni- 
versity, Calif.: Food Research Institute, 
1939. $3.00. 


In this book the Director of the Food 
Research Institute of Stanford University 
and one-time chief economist for the Farm 
Board has assembled and presented largely 
in chronological order his speeches, discus- 
sions, and book reviews dealing with agri- 
cultural policies in the United States for 
the twelve-year period, 1926-38. As one 
of the outstanding farm economists of the 
country, Director Davis has been called on 
to address many organizations and groups 
interested in the economic problems of 
agriculture. His clear style of presentation 
and his frank, positive views on the eco- 
nomic problems of agriculture make this 
book a very desirable and timely volume 
for all persons interested in the economic 
farm problem, and particularly for those 
persons who now wish to look at the prob- 
lem somewhat in perspective. 

The thirty-three addresses and essays are 
assembled under seven general headings: 
Perspectives; Problems and Proposals, 
1926-1929; Under the Farm Board, 1929- 
1930; In Extreme Depression, 1931-1933; 
Official Agricultural Adjustment, 1933- 
1935; Appraisal of American Programs, 
1934-1936; and Broad Drifts in Policy, 
19397-1938. 
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Inevitably there is much repetition of 
content, interpretation, arguments, socio- 
economic philosophy, and the author’s spe- 
cial point. of view in the various speeches 
and essays, but this repetition does not 
detract from the book, when its general 
character as a collection of addresses and 
essays is kept in mind. In fact, this re- 
viewer greatly appreciated the presentation 
of the various parts of the book in their 
chronological order and in practically the 
same form in which they were given over 
the twelve-year period, because it gave him 
an opportunity to look back at the evolu- 
tion of our national agricultural policies 
during the years since the World War. 

Director Davis belongs to the laissez 
faire school of agricultural economists and 
is very conservative in his opinions as to 
the relief and direction that can be given 
agriculture by political action. No doubt 
his own experience with the unfortunate 
and short-lived Farm Broad, with the im- 
possible tasks thrust upon it in a period of 
unprecedented agricultural distress, has had 
something to do with his misgivings on gov- 
ernmental attempts to control economic 
trends in agriculture. Director Davis ques- 
tions “agricultural fundamentalism”—the 
theory that agricultural depression or pros- 
perity is the measure of general economic 
conditions; opposed the McNary-Haugen 
measure and the Export Debenture Plan; 
favored and advocated a “farm board” and 
an “agricultural council” with limited pow- 
ers, largely of a research, educational, and 
advisory nature; has been extremely skep- 
tical about the A.A.A., with the exception 
of the soil conservation, land use, and truly 
insurance features; and thinks Secretary 
Wallace’s Ever-Normal Granary has little 
economic merit in it. 

While the reviewer leans to the other 
school of socio-economic philosophy, and 
believes that “politiconomics,” so much 
scorned by Director Davis, must be re- 
garded as realistically by the economists as 
“pure economics,” he wishes to commend 
this book on agricultural policy highly to 
all persons interested in the economic prob- 
lems of American agriculture. 


Frep R. YODER 
State College of Washington ° 
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Batt, CARLETON R. Federal, State, and 
Local Administrative Relationships in 
Agriculture. Vol. I, pp. x, 461; Vol. II, 
pp. xi, 462-1139. Berkeley: University 
of California Press, 1939. $10.00. 

One who has had an opportunity to work 
with a large corporation or a governmental 
agency can appreciate what difficulties be- 
set a project that needs interdepartmental 
co-ordination and co-operation. I recall 
the case of a proposed university course in 
economic journalism that was finally aban- 
doned because the departments of eco- 
nomics and English could not agree in 
what department the course belonged and, 
co-operation seemed out of the question. 

Carleton R. Ball’s well-documented two- 
volume recital of administrative relation- 
ships in agriculture dispels the notion that 
government is necessarily bureaucratic, un- 
wieldy, and inflexible. On the contrary, an 
amazing amount of interdepartmental, in- 
terbureau, and intergovernmental activity 
takes place. Take the case of the weather 
reports, which everybody takes for granted. 
Participants in research and information in 
these reports are the Astrophysical Ob- 
servatory of the Smithsonian Institution, 
the Weather Bureau of the United States 
Department of Agriculture, the Naval Ob- 
servatory, the International Meteorological 
Organization, the International Geodetic 
and Geophysical Union, the Navy Hydro- 
graphic Office, the Coast and Geodetic Sur- 
vey (which receives “co-operation from 
units of the Commerce, Navy, and War De- 
partments and State, County, and Munici- 
pal officials”), the Medical Department and 
Signal Service of the Army, and “Federal, 
state and municipal engineering agencies 
[which co-operate] in river gaging and 
flood recording.” To this should be added 
the scores of agencies that aid in dissemi- 
nating the information. 

The detailed recital of this specific type 
of intergovernmental relationships on cli- 
mate covers 165 pages and is a mine of 
information on the scientific as well as the 
co-operative work of these agencies. The 
literature cited covers 199 publications. 

Similar chapters expertly and exhaus- 
tively treat Soils, Agricultural Chemistry, 
Animal Industry, Plant Industry, Agricul- 
tural Education, Agricultural Engineering, 
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and Agricultural Economics, with an intro- 
ductory chapter on Principles and Prac- 
tices of Co-operation. 

One is at a loss how to divide encomiums 
between Carleton R. Ball for his pains- 
taking research, and the Bureau of Public 
Administration of the University of Cali- 
fornia for making this exceedingly impor- 
tant publication possible. It is a work that 
will be found valuable to economists, soci- 
ologists, administration officials—public and 
private, students of public affairs, editors, 
and all interested in administrative prob- 
lems. 

Not only is the work of value to scien- 
tists interested in the problem, but indi- 
rectly it is one of the best defenses of 
government activity that has come to the 
attention. of the reviewer. Government 
agencies and government officials have had 
to stand for much maligning in our laissez 
faire pattern of thinking. Here is shown a 
side of governmental activity that sub- 
merges credit, fame, organizational dis- 
putes, and petty interests to public inter- 
ests. One wonders if large corporate 
enterprises can show a similar record of 
interdepartmental co-operation for the cor- 
porate welfare. 

BERNHARD OSTROLENK 

College of the City of New York 


Woorter, T. J., JR., and ELLEN WINSTON. 
Seven Lean Years. Pp. xi, 187. Chapel 
Hill: University of North Carolina Press, 
1939. $1.50. 

This book is a heartening call to under- 
standing and action. Not that the crisp 
word pictures or the photographs cheer 
one. Regretfully the reader concludes that 
the verdant dreams of our fathers for a 
noble race of prosperous farmers has be- 
come wispy. 

Yet the dark scenes and dispiriting di- 
lemmas do give encouragement, for two 
reasons. However unpleasant the situa- 
tions, the authors’ descriptions do rest upon 
immense collections of facts. And the di- 
agnosis is quite specific; we are given fairly 
definite ideas of what ails rural life and 
how seriously each tribulation weighs upon 
each group and region. Thus we have 
something to build on, although we take, 
up the task in disappointment. One need 
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only compare this volume with the 1909 
Country Life Commission report to see 
the gain in understanding and information. 
Therefore, those who believe that our so- 
cial order has sufficient resiliency to take 
up its problems with some assurance of 
solution should be stimulated by this chart 
of the field in which they must operate. 

Woofter and Winston deftly weave to- 
gether the data of the W-P.A. social research 
studies. A brief statement of a few of the 
roots of present difficulties is followed by 
ten chapters on the incidence of the several 
types of rural distress, the economic haz- 
ards of farming in our day and the handi- 
caps of problem areas, the unpromising 
vocational chances of the accumulated ru- 
ral youth, the poverty of rural educational 
and health facilities, the growth of a rural 
proletariat, and the contrasts between areas 
of temporary and permanent distress. Fi- 
nally, the programs of many agencies at- 
tempting to alleviate these conditions are 
surveyed in an effort to show that the Na- 
tion is already actively alert to the threats 
to a sound rural civilization. 

The professional reader may well have 
doubts on many points of method and se- 
lection of problems about the original stud- 
ies on which this book was necessarily 
based. Nor are the policies of the action 
agencies as promising as the book pretends. 
But this volume will awaken the general 
reader, and technical oversights will not 
limit this benefit. The photographs, almost 
symbolic in their power, will remain in any 
reader’s mind to recall the problems after 
the words are forgotten. 

C. ARNOLD ANDERSON 

Iowa State College 


GaRRIGOU-LAGRANGE, ANDRE. Production 
agricole et économie rurale. Pp. 211. 
Paris: Librairie Générale de Droit et de 
Jurisprudence, 1939. 

In spite of an overwhelming output of 
books on subjects of agricultural econom- 
ics, there is a real shortage of comprehen- 
sive treatments of the agricultural economy 
that are neither too technical nor loaded 
with too much detail, and which at the 
same time are reliable. In English and 
German very few books embody the well- 
rounded information useful to political sci- 
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entists other than agricultural economists, 
and such French books are even more rare. 
Thus M. Garrigou-LaGrange has filled a 
real gap with his general book on agricul- 
tural production and rural economy. As 
an ingénieur agronome, as the French call 
their academic experts on farm economics, 
and as professor in the Law School of Bor- 
deaux, he is excellently equipped for the 
risky enterprise of writing a brief and yet 
sound and solid survey of so broad a sub- 
ject. 

The book deals with the rural economy 
and the agricultural problem of France. 
The later chapters treat more general ques- 
tions, but in the first part the reader is 
prepared by a very concise and subtle in- 
troduction. The author makes him familiar 
with the distinctly different characteristics 
of the various regions of France as seen 
under aspects of farm management and in 
relation to type, size, and intensity of enter- 
prises and their adjustment to natural and 
economic conditions. Two of the best 
chapters give a critical survey of every 
form of land tenure and every possible re- 
lation between management, labor, and cap- 
ital in French agriculture. These chapters 
are of keen interest to American scholars 
and administrators who deal with problems 
of tenancy and farm labor. What is sur- 
prising is the great variety of types of con- 
tracts and of results under sharecropping 
and share-tenancy. The author points out 
that tenancy reform with compensation for 
improvements is pending in France. A 
typical French subject is that of consolida- 
tion of farm land. A weak spot in this 
first part of the book is the overcondensed 
summary of agricultural reform in Soviet 
Russia and Rumania, which is compressed 
into six small pages. 

The latter half of the book is devoted to 
a chapter on agricultural prices, their de- 
pendence on various factors, and prices for 
commodities like grain, sugar, coffee, cot- 
ton, and rubber; and to another chapter on 
French agricultural price policies. The law 
and the administration of state intervention 
in the wheat market, the wine market, the 
vineyard industry, and the sugar market are 
competently reviewed and interpreted with 
sound economic and political judgment. 

As a whole, the book does not reveal any- 
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thing new or contribute results of special 
research. What it does offer, however, is 
a well-conceived and well-executed survey 
of economic and political phases of today’s 
agricultural situation in France, authentic 
in its detail. It is certainly an excellent 
book for use as a reading assignment for 
graduate students in economics, business, or 
law in this country. 
KARL BRANDT 
Stanford University 


SERING, M., and C. von Dierze. Agrarver- 
fassung der deutschen Auslandssiedlungen 
in Osteuropa. Band I. Pp. lx, 311. 
Berlin: Verlag Franz Vahlen, 1939. RM 
18.00. 


Volume I of this work deals with condi- 
tions of German agricultural colonists in 
Russia, the Baltic lands, Poland, and old 
Czechoslovakia. Volume II, announced for 
1940, will cover the Danube lands. Sering 
presents a forty-eight-page general intro- 
duction. Otto Auhagen (Berlin) writes of 
German peasant conditions in what is now 
Soviet Russia (85 pages); Hans-Jürgen 
Seraphim (Leipzig) discusses the Baltic 
colonies (Lithuania, Latvia, Estonia) (41 
pages); Karl Liibbike (Berlin), Poland (83 
pages); Andreas Meisner (Oberaltstadt), 
the former Czechoslovakia (91 pages). 
Seven excellent maps are given in a cover 
folder. Each section takes up historical 
settlement, development to the World War, 
and conditions since then. This region, ex- 
cepting Memel, Pomorze, and part of old 
Austria, was governed by Russia in the 
modern age prior to the Brest-Litovsk 
treaty. The work is authentic and not 
biased by nationalism. German and Slav 
have been struggling over Central Europe 
for some centuries, both by infiltration and 
by arms. 

Sering sets the high standard of this 
work by his introductory monograph cover- 
ing German eastward migration and col- 
onization in the Middle Ages, from the 
sixteenth century to 1910, and during and 
after the World War. In 1935 there were 
about twelve million Germans in non-Ger- 
man lands in Eastern Europe. Their birth 
excesses were sometimes higher and some- 

+ times lower than those of the countries in 
which they resided or in the home Reich. 
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This depended upon general economic con- 
ditions or upon the conditions set for the 
German minorities. In general, economic 
conditions were poor and the Germans were 
not happy. Minority groups seldom seem 
happy in Europe since the war, although 
under some conditions they are improved 
financially by being a minority under a 
capable government as opposed to a ma- 
jority under a poor government. Anything 
Sering produces—and this work in particu- 
lar—is worth while. 
CARLE C. ZIMMERMAN 
Harvard University 


HUMPERT, MAGDALENE. Bibliographie der 
Kameralwissenschaften. Pp. xv, 1184. 
Köln: Balduin Pick, 1937. RM 62.00. 
This bibliography of public administra- 

tion and finance is the first volume of the 

Cologne Bibliographical Works through 

which its editors hope to make available to 

students a list of governmental and in- 
dustrial administrative publications which 
have heretofore been either entirely un- 
available or very difficult to secure. It is 

a monumental volume, grown principally 

out of the analysis of German sources. 
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FOREWORD 


Tus volume covers a wide range of 
subjects of economic import within the 
broad question of governmental policy. 
It is a symposium of views gathered 
within the general outline of the sub- 
ject as reflected by the table of contents. 
There has been no effort made to pre- 
` sent contrary views on each particular 
topic, it being believed that within the 
compass of the entire volume a sufficient 
variety of viewpoints would be revealed. 
This has proved to be true. No effort 
has been made by initial selection or by 
guidance of the authors to develop any 
particular or well-defined philosophy of 
governmental relation to economic life, 

_ each writer being chosen for his known 
competence in treating the subject as- 
signed. 

Lest the fact pass unobserved, this 
volume has been written almost entirely 
by economists. Even those whose pro- 
fessional titles might indicate some other 
point of approach are nevertheless per- 
sons whose intellectual interests and ex- 
perience have caused them to be con- 
cerned with economic considerations in 
public policy. This is not to imply that 
none but economists should speak upon 
the economic functions of government. 
All citizens, no less than their academic 
compatriots, are concerned with the 
problems of describing and analyzing 
what these functions are, and of formu- 
lating judgments as to what they should 
be. 

Many economists and other social sci- 
entists are loath to give voice to their 
views in matters of policy. So trained 

“are their minds to objectivity, so stead- 
fastly do they seek to guard the repute 
of their professions in the scientific as- 
pects, that they are only with great 
difficulty persuaded to reveal their own 
philosophy of economic and political ac- 
tion. However, here indeed should be 
the place where the knowledge possessed 


by the economist of economic processes 
could be most helpful. 

In the past the interest of economists 
in reasonable and sound policy has been 
present in every period of development. 
It has not, however, been present in 
every economist in the same degree. 
Some few have eschewed anything not 
strictly science, refusing even to develop 
the scientific aspects of applied econom- 
ics, declaring that the economist had 
no responsibility to give advice but had 
only a role of observation, description, 
and analysis. Many, however, in recent 
years have not hesitated to develop a 
larger emphasis upon applied economics, 
not only in the business sense but also 
in the sense of political economy and 
welfare economics. The concern for the 
practical utility of economics may not 
have brought economists as a whole 
back to the Smithian concept of giving 
advice to statesmen, but certainly much 


modern economic literature contains rec- 


ommendations as to policy involving 
value judgments, although often not 
consciously so. By the very nature of 
economic life this has continued the dis- 
cussion of the economic functions of 
government which has always been at 
least a related part of the development 
of economics, both in its philosophical 
and practical aspects. 

A careful inspection of the table of 
contents will reveal that this volume 
does not present a complete or exhaus- 
tive treatment of all the economic func- 
tions of government historically or con- 
temporaneously existent or advocated. 
Space limitations must govern. Fur- 
thermore, economy certainly should be 
followed in a presentation of economic 
problems as well as in the solution of 
these problems themselves. 

Certain aspects might have been 
given broader treatment, notably those 
of international significance. Today, 
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however, no discourse on any economic 
problem can be said to be quite com- 
plete until its international economic 
significance has been covered; and the 
careful reader will catch these implica- 
tions in many of the discussions that 
apparently relate only to domestic is- 
sues, 

Indeed, with another great war al- 
ready begun, the economic functions of 
government inevitably are expanding, 
not only in the countries participating 
in war but also in those countries such 
as the United States which might desire 
to control economic policy and action in 
the light of war to the end of withhold- 
ing from war, strengthening neutrality, 
or assisting participants. Even many 
fully accepted functions of government 
receive a new scrutiny as to the effects 
thereof in the light of a war situation. 
Hence caution should be exercised in the 
formulation of judgment as to the 
proper sphere of government in eco- 
nomic life, by distinguishing between 
conditions of peace and the demands of 
war. This volume was written without 
reference to any economic functions of 
government that might be appropriate 
as a result of either the existence or 
the imminence of war. 

No treatment of the strictly legal or 
constitutional aspects of the increasing 
economic functions of government in 
the United States is given, nor is there 
a discussion of the legal distinction be- 
tween the commercial and governmental 
functions of government now existing in 
fact. Likewise, the problems of govern- 
mental organization and efficiency in ad- 
ministration might have received more 
comprehensive attention. Justification 
for such omissions as may be discov- 
ered may possibly be found in the fact 
that several issues of THE ANNALS in 
recent years have given these problems 
extensive consideration. 

Finally, no account of the economic 
functions of government under modern 
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conditions would be complete if mention 
were not made of the expanding activi- 
ties of governments everywhere—local, 
state or provincial, federal or central— 
as owner or manager of specific eco- 
nomic enterprises, industrial, commer- 
cial, financial, or in the public-utility 
field. The expansion of government 
ownership of economic enterprise, while 
already evident a quarter of a century 
ago in substantial volume, has even 
more markedly been extended in the 
last quarter-century. This has come as 
a result of numerous influences, such 
as: the economic demands produced by 
the Great War, the subsequent re- 
organization of states for war-making, 
the pressure upon governments for ad- 
ditional revenues, the economic ad- 
justments required of every national 
economy during depression, the strong 
development of economic nationalism 
calling for special and forceful unity 
of action in both domestic and foreign 
trade, and purely practical judgments in 
reference to industrial situations where 
economic ends seemed unattainable 
without municipalization or nationaliza- 
tion. In addition, ideological considera- 
tions have been influential both as moti- 
vating the determination to increase 
government ownership and as condition- 
ing the willingness to accept such in 
limited form as a compromise with 
either socialist or working-class move- 
ments. 

It was impossible to cover the wide 
scope of present activity in economic 
enterprise by governments throughout 
the entire world. Suffice it to say that 
so extensive has become the range of 
such action that the objective social sci- 
entist must now declare that the pro- 
duction of goods and services, at least 
within limited fields, has become an eco- 
nomic function of government. This 
statement can and must be made quite 
epart from any value judgments as to 
whether or not such activities should be 
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functions of government. Every stu- 
dent of the contemporary scene recog- 
nizes the development of the state as 
regulator and then as planner, in either 
a limited or a broad field. Finally, the 
state as producer has been accepted here 
and elsewhere, with a marked expansion 
of the role of government as entre- 
preneur. 

Helpful to the student of American 
society would be a review of all of the 
entrepreneurial activities now engaged 
in by local, state, and Federal govern- 
ments in the United States. Such can- 
not be given here, but full treatment of 
government economic enterprise can be 
obtained from the large amount of lit- 
erature which has been written upon the 
subject of government ownership in re- 
cent years. 

The Pacific Southwest Academy, a 
center with headquarters in Los Angeles 
of The American Academy of Political 
and Social Science, devoted the majority 
of its meetings during 1938-39 to vari- 
ous considerations of the general topic 
“The Economic Functions of Govern- 
ment.” The editor of THE ANNALS in- 
vited the then editor of the Pacific 
Southwest Academy Papers to serve as 
the special editor of this issue of THE 


ANNALS to be devoted to this same 
topic. While a representative selection 
of the papers presented to the local 
center in Los Angeles has been incor- 
porated within the contents of this vol- 
ume, each such paper being so desig- 
nated, the great majority of the articles 
herein presented were written especially 
for this volume by persons in no wise 
associated with the local Academy cen- 
ter. 

The special editor apologizes for the 
presence of two of his own articles in 
this volume. The former of these, how- 
ever, “The Functions of Government in 
the Literature of Economics,” was pre- 
pared because the contributor invited to 
cover this aspect of the subject failed to 
submit his manuscript. 

The special editor of this number 
takes this opportunity to express the 
appreciation of the Pacific’ Southwest ` 
Academy for the privilege afforded by 
the editor of THE ANNALS of presenting 
to their fellow members in The Ameri- 
can Academy some portion of the work 
which has developed in this community, 
in which the inspiration and help of 
the parent body has been an important 
factor. 

Artuur G. Coons 


The Changing Economic Functions of Government 


By Ernest L. Bocart 


AN is a social animal and, since 

the beginning of recorded human 
history, has always shown a capacity for 
organizing systems of control over di- 
vergent interests and for adjusting com- 
mon relationships. Such were the insti- 
tutions of monogamy and the family, 
religious organizations, and shifting so- 
cial groups. As life became more set- 
tled and civilization advanced, political 
organization developed with definite le- 
gal systems to enforce and direct the 
increasingly complex institutional life. 
But government could develop only 
within the framework of accepted social 
mores and customs, and could not, if it 
would maintain itself, contravene pre- 
vailing standards of right human rela- 
tionships. Government is society or- 
ganized for certain desirable purposes, 
but these purposes have varied from 
time to time. 


THEORIES OF GOVERNMENT FUNCTIONS 


An examination of the theories of the 
functions of government shows that 
these have run the gamut from the 
philosophical anarchism of Bakunin to 
the leveling communism of Babeuf. 
Anarchism is the negation of govern- 
ment, which, it insists, rests upon co- 
ercion. Their motto, “every man is free 
to do what he will provided that he does 
not infringe the equal right of every 
other man,” assumes a society of high- 
minded, co-operative, and rational hu- 
man beings, but scarcely fits the condi- 
tions of modern complex industrialism. 
Scarcely less applicable is the “adminis~- 
trative nihilism” of Herbert Spencer, 
who severely limited the functions of 
government to the protection of life and 
liberty and the enforcement of contracts. 
Adam Smith’s theory of laissez faire. 
slightly widened the permissible func- 


tions of government, for he admitted 
education, some public works, and even, 
under special circumstances, a protective 
tariff. John Stuart Mill, although a 
stalwart defender of laissez faire, is said 
to have opened the door to socialism 
when he admitted that the delimitation 
of the proper functions of government 
could not be brought within the ring- 
fence of a definition. “There may be 
occasions,” he wrote, “when it is neces- 
sary for the government to undertake 
almost anything.” 

It remained for the German historical 
school, however, to change this negative 
philosophy and to assign to government 
a positive role in improving economic 
and social conditions. Instead of the 
“police state” they substituted the con- 
cept of a “welfare state,” which had the 
positive mission of controlling and di- 
recting economic forces so as to pro- 
mote social well-being. From this school 
it was a short step to the “socialist of 
the chair,” who stood midway between 
individualism and socialism. The so- 
cialists advocated the extension of the 
functions of government to the point of 
taking over all means of production, and 
the communists took the last step by 
making government supreme over every 
step in; the industrial process, from pro- 
duction to distribution and consumption, 

The list of theories, revealing as it is 
of the attitude of scholars to this prob- 
lem, does not throw adequate light upon 
the historical changes in practice which 
have taken place. Three fairly well- 
marked stages may be noted since the 
beginning of our present capitalistic in- 
dustrial system. At the beginning of the 
industrial revolution, all the govern- 
ments of Europe administered systems 
of extensive and minute control of in- 
dustry, commerce, and other forms of 
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activity. The reaction from his oppres- 
sive mercantilistic policy gave birth to 
the theory of individualism and free en- 
terprise, which reached its height about 
the end of the third quarter of the nine- 
teenth century. Nowhere, however, ex- 
cept perhaps in the United States, did 
this theory find full expression, for, from 
the beginning, restraints were every- 
where imposed upon competition. The 
factory acts in England were a notable 
instance of state interference in private 
industry when unsatisfactory conditions 
developed. The prevailing theory held, 
however, that such interference was ad- 
missible only under exceptional circum- 
stances, and that the general rule should 
be laissez faire. That government was 
best which governed least. 

The principle of individualism never 
took such deep root on the continent of 
Europe as it did in England and the 
United States, and government never 
abdicated the industrial sphere so com- 
pletely. In certain fields, as transporta- 
tion, forestry, and municipal public 
works, the government shared with pri- 
vate capital the task of development, 
and in others it exercised powers of con- 
trol. But even in the two countries 
where liberalism and individualism pro- 
gressed farthest, the last quarter of the 
nineteenth century saw a change in the 
direction of increased governmental in- 
terference. Legislation in England was 
tinged with social objectives and, under 
the influence of Fabian socialism and 
other liberal forces, undertook broaden- 
ing programs of human betterment. 
Even in the United States, with the dis- 
appearance of the frontier and the nar- 
rowing of the opportunities for the com- 
mon man, legislation was enacted and 
administrative commissions were estab- 
lished to correct abuses and exercise 
control, There was an enlargement 
everywhere of governmental powers and 
an extension of governmental activities. 
The prevailing theory remained, how- 


ever, one of individualism, and depar- 
tures from it were made pragmatically 
to meet particular conditions, rather 
than as the result of a reasoned and far- 
sighted policy as to the proper functions 
of government. 

Since the World War a significant 
change has taken place. The school of 
thought which believed in political de- 
mocracy and economic liberalism—that 
is, a representative government deter- 
mined by the will of the electorate, and 
an economic system based on free initia- 
tive and independent enterprise—has 
been subjected to many assaults, both 
theoretical and practical. The influence 
of socialism has been widespread and has 
inclined people to regard the expansion 
of governmental functions with indiffer- 
ence if not actual approval. The indus- 
trial countries of Western Europe have 
been moving away from both democracy 
and individualism and towards systems 
of state planning and collective control 
—that is, the assumption by government 
of greatly expanded functions. This has 
taken different forms in different coun- 
tries, such as Sovietism in Russia, Fas- 
cism in Italy, and National Socialism in 
Germany; but fundamentally, each of 
these is a system of government-con- 
trolled and managed economy. Even in 
Great Britain and the United States, 
many observers claim that a similar 
movement is under way; in support of 
this contention they cite the adoption of 
a protective tariff and the extension of 
government control over railroads, coal 
mining, industrial combinations, hous- 
ing, and other lines in Great Britain, 
and the varied activities of the New 
Deal in the United States. 


REASONS FOR INCREASED FUNCTIONS 


There were many reasons for the as- 
sumption of new functions and the en- 
largement of old ones by governments, 

*but only the most outstanding need be 
mentioned. 
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In the first place, technical improve- 
ments had broadened the markets, 
brought about keener international com- 
petition in those markets, and led to 
larger undertakings and groupings. In 
no field had technological changes been 
more revolutionary than in the leading 
heavy industry, iron and steel. These 
had tended to reduce the differential ad- 
vantages enjoyed by the citizens of one 
country or another in the manufacture 
of particular products, and had brought 
them all into the world markets under 
conditions of intense competition. The 
textile industries—the most important 
producers of consumers’ goods—pre- 
sented another outstanding example of 
keen international competition, owing to 
the rapid rise of the cotton industry in 
the Far East, especially in Japan, and 
to the growing efforts of other countries 
to supply their own needs. As a result 
of the strong pressure exerted by these 
forces, a great increase in industrial 
combinations was taking place and in- 
dustries were consolidating in larger and 
more effective groupings, national in 
scope. The independent individual or 
small company became an anachronism. 
The great combinations were govern- 
ment-aided by loans, by discriminating 
railroad rates, by import quotas and 
protective duties, and by foreign ex- 
change manipulation, and were at the 
same time made to serve state policy by 
strict methods of control and even by 
partial ownership. 

The World War had shown the possi- 
bility of government participation in in- 
dustry on a new scale for the purpose 
of achieving definite ends. The war 
brought about compulsory organization 
under government control in every coun- 
try, rationing raw materials, labor, trans- 
portation, and credit with a view to their 
most effective utilization in winning the 
war. A free economic system is impos- 
sible during a war, and the more in fears 
of war a nation is, the more will it ex- 


pand powers of government at the 
expense of the rights of individuals. 
Modern warfare, which involves the 
utilization of all the material and hu- 
man resources of a nation, inevitably 
means the most extreme extension of the 
functions of government into every do- 
main of activity—economic, political, so- 
cial, intellectual, and even religious. 
After the World War, in spite of the re- 
moval of controls at the insistence of 
industry, a larger measure of govern- 
mental authority remained than had 
ever existed before. , 

Finally, the war bred a feeling of in- 
security, which led each of the twenty- 
six states into which Europe was now 
divided, into a policy of exaggerated na- 
tionalism. In no sphere was this more 
rampant than in the economic. Barriers 
were set up against the free movement 
of goods, of capital, and of labor. 
Higher tariffs, import quotas, and cur- 
rency juggling kept out competing 
goods. Each little state set up its own 
textile mills, its locomotive works, its 
factories of various sorts. Economic 
self-sufficiency was thought to be essen- 
tial to the achievement of political na- 
tionalism, and autarchy became the goal 
of countries sadly deficient in national 
resources and capital. 


WorLD-WIDE EXPANSION OF 
GOVERNMENT 


Upon the basis thus laid it became 
possible for new authoritarian groups to 
seize the power of the state and to ex- 
pand this to a point just short of so- 
cialism, establishing systems of organi- 
zation which are a negation of political 
democracy and of freedom of initiative 
and enterprise. The political liberalism 
of the nineteenth century, which allowed 


“small scope for government functions, 


and the concomitant philosophy of lais- 
sez faire with its freedom from political 
control, both yielded to the new forces 
of nationalism and authoritarianism, 
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which stretched the powers of the state 
to the extreme limit. Democratic forms 
of organization and control were thought 
to be too clumsy, slow, and uncertain to 
fit the needs of these new states, and the 
internationalism of free enterprise was 
equally inconsistent with their economic 
aims. In some countries these liberal 
institutions have been practically de- 
stroyed, and even in those countries 
where the form has been preserved they 
have been greatly modified. 

Although war and threats of war have 
served in recent years to enlarge the 
functions and powers of government, the 
tendency in this direction had been pro- 
ceeding steadily for the previous half- 
century. When Professor Henry C. 
Adams, in a report to the American Eco- 
nomic Association on The Relation of 
Modern Municipalities to Quasi-Public 
Works, defended the right of the gov- 
ernment to control private business, he 
was regarded as a somewhat dangerous 
radical. Since that time, however, the 
Federal and state governments in this 
country have not only set up many 
regulating commissions, but have also 
greatly expanded government enterprises 
and have entered many fields previously 
occupied exclusively by private industry. 
Although over one-third of the railroad 
mileage of the world is publicly owned, 
the governments of the United States 
have left this field to private enterprise, 
except for a short line in Alaska; but the 
Federal Government owns a barge line 


on the Mississippi River, and at one’ 


time owned and operated a considerable 
merchant marine. It has entered the ex- 
press, banking, and public utility fields 
directly, and indirectly a great many 
others. State and local governments 
operate practically all sewage disposal 
systems, most of the water plants, and 
many other municipal utilities, such as 
lighting and electricity. 

1 Publications of the American Economic 
Association, First Series, Vol. II, No. 6, 1887. 


So gradually has the extension of gov- 
ernment participation in these varied 
activities proceeded that it has not met 
serious opposition. Down to the period 
of the World War, most of this exten- 
sion occurred in municipal ownership. 
Since that event, the Federal Govern- 
ment in the United States and the cen- 
tral governments in other countries have 
greatly expanded their functions. It is 
a world-wide trend, in which we on the 
whole have lagged behind. Regulation 
rather than ownership has been em- 
ployed in this country, although the net 
has steadily been tightened about pri- 
vate enterprise. 


ADAPTATION TO CHANGE 


A historical survey of the changes 
that have taken place in both our phi- 
losophy and our practice supports cer- 
tain tentative conclusions. In the first 
place, we must realize that economic and 
political institutions are not immutable. 
As they now exist, they are the product 
of a long historical evolution under 
changing environmental conditions, and 
are themselves subject to further change. 
The institutions of political liberalism, 
of private property, of freedom of eco- 
nomic enterprise, of freedom of choice of 
occupation, and of freedom of mobility 
of persons are all comparatively new, 
and rest solely upon broad principles of 
expediency. If they are now undergoing 
processes of further change or modifica- 
tion, we need not therefore conclude that 
the basis of our traditional economic and 
political world is threatened. 

In the next place, there is need for 
adaptation to changing social environ- 
ment in the case of political and eco- 
nomic institutions, just as there is in the 
biological world. Certain institutions of 
great value in a certain stage of social 
evolution, as was feudalism or the 
Canonist doctrine of usury, become out- 
grown and serve then only to hinder 
progress. It is often difficult if not im- 
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possible to determine, in the midst of a 
period of change and resulting conflicts 
between the forces of radicalism and 
conservatism, to just what, extent the 
status quo should be preserved; but cer- 
tainly all who urge change or reform are 
not therefore destroyers of society. 
And finally, we must realize that the 
aim of organized society is the promo- 
tion of the common welfare. Govern- 
ment is a most important and powerful 
agency in achieving this result, and has 
positive and beneficent contributions to 
make. ‘The pendulum has swung far 
from an unrestrained regime of laissez 


faire in the direction of increasing 
powers of control and operation. To 
conclude, however, that it will reach 
equilibrium only when complete social- 
ism has been attained is to misread the 
lesson of history. Equilibrium is the re- 
sult of the movement of opposing forces. 
Human institutions resist change, and 
usually yield only because of inherent 
weakness. If political democracy and 
economic liberalism are to survive, it 
will be because they can prove their ca- 
pacity to meet the problems of today. 
Government must be admitted as a 
partner if it is not to be master. 


Ernest L. Bogart, Ph.D., has been for twenty-nine 
years professor of economics at the University of Ili- 
nois, Urbana. In 1931 he was president of the Ameri- 
can Economic Association. He is author of a number 
of books, among which may be mentioned “Economic 
History of the American People,” “War Costs and 
Their Financing,’ and “Modern Industry.” 


The Rise of Government Control 


By Water W. JENNINGS 


HEN the average citizen consid- 


ers the vast governmental activi- 


ties of today, he may well ponder cer- 
tain questions. Why has such a marked 
expansion of activities occurred? What 
have been some of the steps in that ex- 
pansion? How far should the state ex- 
tend its control? 


Pusrtic DEMAND FoR CONTROL 


The accumulation of property pro- 
motes the desire of its owners for gov- 
ernmental protection They desire 
governmental guarantee for property 
rights, enforcement of contracts, and 
the provision of a legal system which 
‘will insure successful functioning of the 
capitalistic system. Employers and em- 
ployees, producers and consumers, need 
the protection of an efficient govern- 
ment, which is justified in enforcing 
honesty, in abolishing unfair practices 
and unjust class distinctions, and in 
equalizing opportunities. 

For the realization of such objects 
public opinion rapidly crystallizes into 
law when the need arises. Such was the 
case in California after the gold dis- 
covery. On the frontier an aroused 
public opinion forced shirkers to fight 
Indians, prairie fires, and floods. Pub- 
lic sentiment in growing cities naturally 
forces adoption of sanitary precautions 
which would be unnecessary in rural 
sections. The demand for effective so- 
cial control thus increases as complex 
conditions become still more compli- 
cated. Without such control the enjoy- 
ment of liberty and happiness would 
soon disappear before the machinations 
of antisocial and unprincipled self- 
aggrandizers. 

1Edward Alsworth Ross, Social Control 


(New York: The Macmillan Co., 1901), p. 
106. . 
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EXAMPLES OF EARLY CONTROL 


Numerous examples of statutory con- 
trol may be gleaned from ancient his- 
tory in the regulation of prices, wages, 
the interest rate, banking, monetary af- 
fairs, and the like.? They abound in 
the Middle Ages in the form of assizes, 
wages, and numerous commercial regu- 
lations by town, state, and even the 
church, or by their agents, such as the 
craft and merchant guilds.? The mer- 
cantilist state is an outstanding example 
of government control of business. 

Governments long have acted on the 
theory of Chief Justice Hale of Eng- 
land: “Private property becomes clothed 
with public interest when used in a man- 
ner to make it of public consequence, 
and to affect the community at large.” * 
Early English regulations consequently 
were applied to the work and the prac- 
tices of blacksmiths, because traveling 
was on horseback. Gradually innkeep- 
ers, ferrymen, and all carriers were 
made subject to regulation. 

In 1633 Massachusetts sought to reg- 
ulate wages as fourteenth-century Eng- 
land had done. As early as 1635 our 
Pilgrim Fathers began to punish people 
who charged exorbitant prices. In 1636 
they limited the price of beer. Two 
years later they forbade speculation in 
foodstuffs. In 1642 their legislation 
compelled smiths to fix guns promptly 
and at reasonable rates. In 1641 Mas- 
sachusetts provided for inspection of 
boat construction. The annals of Colo- 


2Sterling Tracy, “Ancient Society,” in 
Planned Society, Yesterday, Today, Tomor- 
row, edited by Findlay Mackenzie (New 
York: Prentice-Hall, Inc., 1937), pp. 26-45. 

3 Bernard W. Dempsey, “Medieval Society,” 
in ibid., pp. 46-75. 

*4 Quoted in the case of Munn v. Illinois, 
1876, 94 U. S. 113. 
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nial history are filled with the regulation 
of industry, commerce, money, banking, 
and the like. Virginia and other col- 
onies even sought control of tobacco 
planting and production in order to con- 
trol prices. 

The physiocrats, Adam Smith, and 
other economists, however, urged the 
laissez faire, or hands-off, policy. Nat- 
urally, their arguments influenced our 
own thinking. Consequently, until 
about 1887, government control here 
developed rather slowly. With the com- 
ing of the twentieth century, particu- 
larly in the administrations of Theodore 
Roosevelt, Woodrow Wilson, and Frank- 
lin D. Roosevelt, laissez faire neverthe- 
less seemed to fade from the scene. 
During the years since 1932 we have 
had a degree of economic control hith- 
erto unknown and undreamed-of, and 
yet one which has been suggested by the 
cumulative events of more than a cen- 
tury. The Preamble to the Constitution 
seems to justify all of that expansion. 
One small phrase, “promote the general 
welfare,” may be quoted in justification 
of all kinds of liberalization, and Article 
I, Section VIII, lists many powers of an 
economic nature. 


PROTECTION OF WORKERS AND 
UNFORTUNATES 


Some phases of the evolution of social 
control by the National Government 
since 1789 may be sketched under six 
heads. One of these is of particular im- 
portance to labor and the public at 
large. As early as 1840, President Van 
Buren’s order set ten hours as a day’s 
labor for government establishments. In 
1868 Congress enacted an’ eight-hour 
law for laborers employed by the United 
States Government. In 1892, 1912, and 
1916 Congress enacted still more sig- 
nificant labor laws. In 1908 and 1916 
it enacted compensation laws. Such 
legislation supplied the example for re- 
cent measures, including the Wages and 


Hours Bill of 1938, the various Railroad 
Retirement Acts, and the Social Security 
Act of 1935. 

Congress likewise has sought to pro- 
tect the health of our citizens and to 
safeguard our workers from dangerous 
competition. The Bureau of the Pub- 
lic Health Service as a branch of the 
Treasury Department dates back to 
1798 as an attempt to help the sailors.’ 
In 1819 the Government enacted an 
immigration law with the idea of in- 
suring greater comfort and better health 
precautions for steerage passengers to 
this country. When the Supreme Court 
in 1876 held that regulation of immigra- 
tion by the states was unconstitutional, 
Congress soon began to restrict immi- 
gration in an effort to safeguard the 
health and standards of our laborers. 
The Pure Food Act of 1906 sought to 
prohibit the sale of harmful products in 
interstate commerce. ‘During the World 
War, primarily for the purpose of con- 
serving food products, Congress enacted 
prohibition. From such regulations to 
those imposed by the Food, Drug, and 
Cosmetic Act of 1938 was but a short 
step. 

Congress has long sought to succor 
unfortunate groups. It has attempted 


© to conserve both life and resources. In 


1800 it enacted our first bankruptcy 
law. Congress enacted: other Jaws in 
1841, 1867, and 1898. It modified the 
Act of 1898 six times before the begin- 
ning of the.Great Depression, The 
Chandler Bankruptcy Act of 1938 is 
therefore not an innovation.? The Gov- 
ernment also enacted a general pension 
law for soldiers as early as 1818. In 
July 1881 it chartered the American 
Red Cross, a great corporation whose 


5 Frederic J. Haskin, The American Govern- 
ment To-day (New York: Grosset and Dun- 
lap, 1935), p. 55. 

8 William O. Douglas, “Bankruptcy,” En- 
cyclopaedia of the Social Sciences, Vol. II, pp. 
*449-50. 


8 , THE ANNALS or THE AMERICAN ACADEMY 


business is the succoring of disaster vic- 
tims in flood, fire, famine, and war. 


CONSERVATION OF NATURAL RESOURCES 


Of interest to all consumers is the 
conservation of natural resources. In 
1871 Congress created the Bureau of 
Fisheries. In 1879 it provided for the 
Geological Survey. Important examples 
of conservation and classification agen- 
cies appear in such forestry measures as 
the creation of Yellowstone National 
Park in 1872, the Timber Culture Act 
of 1873, the appointment of a forest 
agent in the Bureau of Agriculture in 
1876, the creation of the Division of 
Forestry in 1881, the beginning of na- 
tional forest reserves in 1891, the au- 
thorization in 1901 of the Bureau of 
Forestry which four years later became 
the Forest Service under the Depart- 
ment of Agriculture, and the Weeks Bill 
of 1911 for reforestation. The regula- 
tion of coal, petroleum, and similar in- 
dustries, and the Civilian Conservation 
Corps followed logically from such ac- 
tivities. 


HELP FOR FARMERS 


A second example of early social con- 
trol appeared in the case of agriculture. 
Congress enacted a land law in 1785, 
and in 1800 it reduced the size of the 
minimum tract purchasable and allowed 
partial credit. It also afforded relief to 
the farmers after the panic of 1819. In 
1839 Congress appropriated $1,000 for 
collection of agricultural statistics and 
free distribution of cuttings and seeds 
among farmers.’ Pre-emption laws were 
enacted annually from 1831 to 1841, 
when they were made permanent. Home- 
stead acts in the sixties gave farmers le- 
gal title to land by residence thereon. 
Later laws provided for larger units than 
a quarter of a section. Congress also 


7 Nelson Antrim Crawford, “Agriculture, 
Government Services For,” Encyclopaedia of, 
the Social Sciences, Vol. I, p. 601. 


gave the settlers indirect encouragement 
by granting lands to schools and col- 
leges, canals, wagon roads, and railroads. 
Such aid to transportation facilities wid- 
ened the farmers’ markets and encour- 
aged our domestic trade. 

Various governmental agencies like- 
wise gave aid to farmers. The Depart- 
ment of the Interior, created in 1849, 
had its inception in the surveying of the 
public lands in 1796 and the General 
Land Office, definitely organized in 
1812. The Department of Agriculture 
dates from 1862. The same year wit- 
nessed authorization of the Agricultural 
and Mechanics Arts Schools, and a 
quarter of a century later saw Federal 
aid extended to the experiment stations 
by the Hatch Act. The Government 
also extended aid to farmers through ir- 
rigation projects, the Desert Land Act 
dating from 1877, and such special serv- 
ices in the Department of Agriculture 
as the Bureau of Plant Industry, the 
Bureau of Animal Industry, and the Bu- 
reau of Dairy Industry. The Weather 
Bureau, dating back to 1870, has also 
been of particular aid to farmers. 

The Federal Farm Land Bank Sys- 
tem, created in 1916, provided loans to 
farmers for long periods of time at low 
rates of interest on land as security. 
The Agricultural Credit Act of 1923, 
the War Finance Corporation, and the 
Federal Farm Board of 1931 all suggest 
the growing solicitude for the farmer. 
They at least prepared the groundwork 
for the legislation since 1932. 


FISHERIES AND INDUSTRY 


A third manifestation of growing gov- 
ernment control and direction appears 
in the case of fisheries, manufactures, 
and the industrial arts. Congress early 
made use of bounties for fisheries. In 
1789, following colonial precedents, it 
enacted a tariff, one of whose objects 
was the stimulation of manufactures. 
Beginning in 1816, with a few relapses 


Tue RISE OF GOVERNMENT CONTROL 9 


as from 1833 to 1842 and from 1846 to 
1862, it has afforded marked protection 
to manufactures. At times reciprocity 
treaties, as with Canada in 1854, have 
allowed free exchange of raw materials 
to the benefit of some manufacturers. 
In 1882 the Government created a tariff 
board. Since 1916 our present Tariff 
Commission has revealed considerable 
solicitude for business. The flexible 
provision of our tariff system appeared 
definitely in the Fordney-McCumber 
Act of 1922. Secretary Cordell Hull’s 
trade treaties are mild evolutions from 
preceding policies. 

Another aid to manufactures and 
business is the protection of authors by 
copyright laws and of inventors by pat- 
ent laws. The Patent Office dates from 
1790, but Congress modified the patent 
laws in 1836 and 1870. The trust legis- 
lation affecting both industrial and com- 
mercial conditions began with the Sher- 
man Act of 1890. The Clayton and 
Trade Commission Acts of 1914 were 
other examples of regulation. During 
the World War the Government’s War 
Industries Board exercised marked 
power over business. The Federal 
Power Commission, created under the 
Federal Water Power Act of 1920 and 
reorganized in 1930, is another example 
of extension of control. These acts 
prepared the way for the so-called Big 
and Little National Industrial Recovery 
Acts, the Securities and Exchange Com- 
mission, and the Wheeler-Rayburn Act. 


TRANSPORTATION AND COMMUNICATION 


A fourth example of mounting gov- 
ernment control is found in transporta- 
tion and communication. In 1789 Con- 
gress began the enactment of navigation 
laws. In foreign trade it has occasion- 
ally used subsidies to stimulate ship con- 
struction, and it likewise has granted aid 
for the carriage of the mails. 

The Coast Guard, of particular in- 
terest to sailors, dates back to the clos- 


ing part of the eighteenth century. The 
Marine Corps, one of whose duties was 
the suppression of piracy, existed before 
the creation of the Department of the 
Navy to which it was joined. 

One of the first instances of govern- 
ment aid in road construction was in the 
case of Ebenezer Zane in 1796 for the 
construction of a road from Wheeling, 
Virginia, to Maysville, Kentucky.* The 
National or Cumberland Road was the 
most prominent result of the early ap- 
propriations. Such aid prepared the 
way for Federal grants to railroads. 
Abuses in the construction and the op- 
eration of those roads led to increased 
governmental control. The Interstate 
Commerce Act of 1887, the Elkins Act 
of 1903, the Hepburn Act of 1906, the 
Mann-Elkins Act of 1910, government 
operation from 1917 to 1920, the Trans- 
portation Act of 1920, and the Railway 
Act of 1926 were only increasing mani- 
festations of the control which became 
so marked after 1932. 

Congress has always claimed the 
power to establish post offices and post 
roads. The Post Office Department 
dates from 1792. As new conditions 
arose the Government extended its pow- 
ers and provided new types of service. 
It encouraged Morse’s telegraph by an 
appropriation, and in 1866 it regulated 
and encouraged telegraphs by the Post 
Roads Act. It also extended its super- 
vision to telephone and wireless indus- 
tries and sought to control aeronautics. 
The present control of communication 
is a logical descendant of early govern- 
mental acts. 


COMMERCE 


A fifth manifestation of governmental 
control appeared in commerce, By the 
Constitution, Congress enjoys the right 
to fix standards of weights and meas- 

8 Wiliam MacDonald, Jacksonian Democ- 


rgcy (New York: Harper & Bros., 1906), p. 
134. 
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ures, to regulate foreign and domestic 
commerce,” to raise money, and to en- 
act monetary and banking measures, all 
of significance to commerce. The crea- 
tion of the Department of Commerce 
and Labor in 1903 and of the Depart- 
ment of Commerce by division a decade 
later increased the directive power of 
the Government, for the promotion of 
mining, manufacturing, shipping, fish- 
eries, and transportation facilities was 
expressly avowed. Functions formerly 
handled by other agencies such as the 
Bureau of Statistics, the Census Office, 
the Bureau of Labor, and the Bureau of 
Foreign Commerce were assigned to the 
new Department. By 1930 that De- 
partment included the Aeronautics 
Branch, the Bureau of the Census, the 
Bureau of Foreign and Domestic Com- 
merce, the Bureau of the Fisheries, the 
Bureau of Lighthouses, the Bureau of 
Mines, the Bureau of Navigation, the 
Patent Office, the Radio Division, the 
Steamboat Inspection Service, the Bu- 
reau of Standards, and the Coast and 
Geodetic Survey. 

Both the Department of Commerce, 
with its predecessors, and the Depart- 
ment of State have sought to dissemi- 
nate trade information. The service of 
the first, by the Bureau of Manufac- 
tures, dates from 1905. The weekly 
Commerce Reports, dating from 1915, 
have been particularly valuable for busi- 
ness men. The Department of State 
published the reports of its consuls con- 
cerning foreign trade until 1912. Since 
then it has occasionally used a Foreign 
Trade Adviser and the so-called “eco- 
nomic consuls.” 

In 1917 the study of comparative 
costs of certain articles here and abroad 
was transferred to the Tariff Commis- 
sion. The cost accounting division, or- 
ganized in 1917, relinquished its work 
the next year to the Federal Trade Com- 


ə The First Pan American Congress was 
held in Panama in 1826, 


mission, The study of domestic manu- 
factures and trade became significant 
after the creation of the Division of Do- 
mestic Commerce in 1923. That divi- 
sion has made various regional surveys 
and more recently has contributed cost- 
of-distribution studies and has organized 
a special section for small business men. 
The studies of the Tariff Commission 
and the reports of the Federal Trade 
Commission, as on the grain trade, the 
copper trade, and the like, have also 
helped business. The scientific research 
and testings conducted by the Bureau 
of Standards have been of high signifi- 
cance to engineering and industrial tech- 
nique. 

Such industries as the fisheries and 
aeronautics could scarcely exist without 
government aid. For the latter, air-mail 
contracts, lighted airways, and informa- 
tion service have given commercial air 
transport much the same service as land 
grants afforded the early railroads. 

The Bureau of Mines aids in the elim- 
ination of waste and the safeguarding 
of lives. The Radio Division stimulates 
and regulates the radio industry. The 
Chemical Division, a branch of the Bu- 
reau of Standards, reveals the results of 
its research work to the industries which 
may benefit therefrom. In well-nigh 
countless ways, before 1933 the Depart- 
ment of Commerce regulated, directed, 
and controlled business.?° 


FINANCIAL REGULATION 


A sixth example of early social con- 
trol, also of great significance to busi- 
ness, is the financial power given to 
Congress by the Constitution. Congress 
has the power to levy and collect taxes, 
borrow money, coin money, regulate its 
value, and punish counterfeiting. It 
early enacted tariff and internal revenue 
laws for revenue purposes, established 


210 J. Anton de Haas, “Business, Government 
Services For,” Encyclopaedia of the Social Sci- 
ences, Vol. III, pp. 116-20. 
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bimetallism, and chartered the First 
Bank of the United States. It early 
used window, house, and carriage taxes, 
partial indices of ability to pay com- 
parable to progressive income taxes 
which were used long before the present 
administration. 

The regulation of the gold and silver 
content of our coins appeared in numer- 
ous national laws, the first significant 
one of the new government being in 
1792. The issue of paper money like- 
wise has an old history, dating back to 
1690 in this country. Our legislative 
body authorized such issues during the 
Revolutionary War, the War of 1812, 
the Mexican War, and the Civil War, 
thereby interfering with price levels. 
Such issues naturally result from war or 
depression, as during the panic of 1837. 

Congress, in its various famous bank- 


ing systems—notably the First and Sec- | 
ond United States Banks, the national . 


banking system, and the Federal Re- 
serve System—has regulated credit mat- 
ters. It has also served as its own 
banker in the Independent Treasury 
System. Recent changes have mate- 
rially extended control over monetary 
and credit agencies; and yet the insur- 
ance of bank deposits is not a particu- 
larly drastic step from the guarantee of 
the metallic content of coins. Nor was 
the power of the Secretary of the Treas- 
ury-to issue $3,000,000,000 of green- 
backs under the Inflation Amendment 
of the Emergency Farm Relief and In- 
flation Act of 1933, wealth of the coun- 
try considered, much of an advance over 
the power actually exercised in previous 
emergencies. 


LIMITATION OF CONTROL 


Is there a discernible limit: to this 
logically advancing governmental con- 
trol of economic life? When the need 
arises in the opinion of responsible peo- 
ple, the government will assume new 
power. The Preamble to the Constitu- 
tion and Article I, Section VIII, of that 
,document will be used by exponents of 
government control for a now unimagi- 
nable number of expansions. 

Yet the Preamble to the Constitution 
suggests at least one limit to that expan- 
sion. Our Constitutional forefathers, 
in the opinion of the author of this arti- 
cle, placed their highest desire last, 
namely, to “secure the blessings of lib- 
erty to ourselves and our posterity.” 
The outstanding human value, accord- 
ing to most people in democratic coun- 
tries, is liberty. Liberty, consequently, 
should be restricted only in order to give 
the people as a whole the greatest pos- 
sible amount of freedom. 

Control, then, must be limited to 
those cases which are regarded as neces- 
sary according to the judgment of rea- 
sonable people. Control, moreover, 
should preserve a fair balance between 
public and private enterprise. But who 
are the reasonable people? What is 
that fair balance? Before 1933, despite 
the growth in government control, pri- 
vate business seemed to have the as- 
cendancy. Since then, the pendulum 
has swung in the opposite direction. 


11 See J. M. Clark, Social Control of Busi- 
ness, pp. 184-86, for the discussion of other 
limitations on the power of a democratic gov- 
ernment, 
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The Place of Government in Modern Economic 
Society * 


By Everett DEAN MARTIN 


HE relation of government to so- 
ciety is changing. The traditional 
liberal theory and practice held that 
government derived its functions and 
powers from society. The tendency 
now is to reverse this procedure and to 
determine the powers and liberties of 
the members of society by government. 
The changing relationship is seen both 
in the extension and increase of the ac- 
tivities of government and in the change 
in the nature of government itself. The 
change is taking place the world over. 
- It would seem to indicate a world mass 
movement, comparable in its spread, and 
in its revolutionizing effects, to the Ref- 
ormation of the sixteenth and seven- 
teenth centuries and to the political 
revolutions of the eighteenth. 

Most advanced and manifest in the 
totalitarian states of Continental Eu- 
_ rope, the present tendency is clearly 
discernible even in traditionally liberal 
nations like Great Britain and the 
United States. Everywhere, govern- 
ment, in attempting to give services to 
society, tends to become no longer ser- 
vant but master. If at some point in the 
extension of the activities of govern- 
ment the course of events turns a corner 
beyond which constitutional government 
cannot go, and the state as instrument 
of society is subverted. into the dictator- 
ship of one political party that has de- 
stroyed its rivals, there may be reason 
to fear that any further extension of the 
activities of democratic government will 
be a step toward the point where some 
species of national socialism is inevi- 
table. 

* This address was delivered before a meet- 


ing of the Pacific Southwest Academy in Los 
Angeles, November 4, 1938.—Enrror. 7 


SIGNIFICANCE OF THE TREND 


The rapid growth of government in 
the United States during the past fifteen 
years is a fact too obvious to require 
comment. There is no question of fact 
here, but there is disagreement as to the 
significance of the fact. There are those 
who seem to believe that America may 
develop all the necessary conditions of 
national socialism and yet not have the 
thing itself. To others, the growing de- 
pendence on government both local and 
Federal, the multiplication of services, 
the trend toward official control and 


‘management of our economic system, the 


centralization of authority and its con- 


‘centration in the Executive, the swarm 
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of bureaus, commissions, planners, and 
government agencies of all sorts, many 
of which exercise powers which are at 
the same time quasi-executive, -legisla- 
tive, and -judicial, the enormous increase 
in the burden of taxation and public 
debt—all seem to point in the same di- 
rection. One is not necessarily a “cop- 
perhead” or an “economic royalist” if he 
notices that the signs on the road we are 
traveling point toward the destruction 
of the American Republic as we have ` 
known it. 

There are some who read these signs 
and rejoice. They are at least not self- 
deceived. They recognize the change in 
the nature of government which accom- 
panies its increase of powers. They see 
that the change is away from a “legal- 
istic” type of government with limited 
powers toward an administrative type of 
government not hampered by checks and 
balances. The hope that we can have 
governmentally planned economy with- 
out dictatorship—that is, tyranny—is a 
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faith which has no support either in the 
logic of the situation or in historical 
precedent. 

Economists, in their desire to limit 
their discussions to the strict limits of 
their science, may say that these logical 
and historical matters lie beyond the 
scope of their science. But I do not 
believe that any of our sociological disci- 
plines can be so isolated from the con- 
sideration of the general results in hu- 
man behavior, of their special interests 
and procedures. Surely somebody must 
pay attention to the direction in which 
contemporary economic policies are driv- 
ing the governments of the nations. I 
should like to see a book like John 
Dewey’s Liberalism and Social Action + 
‘discussed in the journals of economics. 
I suggest Dewey’s book because the 
author, an outstanding social philoso- 
pher, favors the changed relation of gov- 
ernment toward society, welcomes the 
resulting changes in both government 
and society, and makes it clear what 
these changes must be. 


Tue New LIBERALISM 


Dewey is an advocate of the so-called 
new “liberalism.” He says that there 
has been a split in liberalism and that 
the new liberalism stands opposed to 
the old—although still keeping the term. 
The old liberalism, that of Locke and 
the framers of the American Constitu- 
tion, he says is “legalistic,” standing for 
limited government and personal liber- 
ties; the new is “a trend away from in- 
dividualistic to collectivistic liberalism.” 


The majority who call themselves liberals 
today are committed to the principle that 
organized society must use its powers to 
establish conditions under which, the mass 
of individuals can possess actual as distinct 
from merely legal liberty. 


Just what, we may ask, is an actual lib- 
erty distinct from liberty under law? 


1 Putnam’s, 1935. 
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We thus have a new idea of the state, 
in contrast with the state with constitu- 
tional limitations on its exercise of 
power: 


It is the business of the state to protect 
all forms and promote all modes of human 
association in which the moral claims of the 
members of society are embodied, and 
which serve as means of voluntary self- 
realization. 


This doctrine, which Dewey shows is de- 
rived from nineteenth-century German 
Romantic Idealism, does stand, as he 
says, in direct opposition to the whole 
tradition of free government. What it 
amounts to is a demand that the state 
guarantee to all economic pressure 
groups (capitalists excepted) the reali- 
zation of their demands for a satisfac- 
tory existence for everybody. It is 
obvious that constitutional government, 
which was created to preserve peace and 
equilibrium among conflicting classes 
and pressure groups and thus make pos- 
sible a community under law, cannot 
survive if the state is to assume the 
burden of satisfying all demands. This 
is a candid statement of the paternalistic 
doctrine of government. 


TECHNOLOGICAL PLANNING 


For Dewey, the popular delusion of a 
future “economy of abundance” can be 
realized only in a “classless society” ruled 
by a technocracy. Mind is science, and 
science is social. Its business is to pro- 
pose programs of social action or ‘“‘con- 
trolled experiment.” The social revolu- 
tion is to be achieved by technological 
government planning. Such planning 
will bring the long hoped-for emancipa- 
tion of the masses. Dewey holds the 
popular opinion that everybody will be 
happy when at last science is applied to 
the control of social behavior. The re- 
sults will be comparable to the advan- 
tages gained by the application of sci- 
ence to nature and mechanics. 
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Dewey argues that the methods of sci- 
ence when applied to social and eco- 
nomic planning will also be much the 
same as when applied to problems of 
mechanics. He tells us that natural sci- 
ence has made advance only since con- 
trolled experiment in the laboratory has 
displaced the older dialectical method— 
that is, the method of conference. He 
raises the question whether in the com- 
ing technologically planned society the 
conference method will be retained. He 
suggests that it will not: 


History in being a process of change gen- 
erates change not only in details, but also 
in the method of directing social change. 
. . . Discussion, as the manifestation of in- 
telligence in political life, stimulates pub- 
licity. . . . But discussion and dialectic, 
however indispensable they are to the 
elaboration of ideas and policies after ideas 
are once put forth, are weak reeds to de- 
pend upon for systematic origination of 
comprehensive plans, the plans that are re- 
quired if the problem of social organization 
is to be met. There was a time when dis- 
cussion ... was thought to be sufficient 
in discovery of the structure and laws of 
physical nature. In the latter field the 
method was displaced by that of ex- 
perimental observation. . . . Intelligence in 
politics when it is identified with discussion 
means reliance upon symbols. . . . Words 
not only take the place of realities but are 
themselves debauched. Decline in the 
prestige of suffrage and of parliamentary 
government are internally associated with 
the belief . . . that intelligence is an indi- 
vidual possession to be reached by means 
of verbal persuasion. . . . The crisis in de- 
mocracy demands the substitution of the 
intelligence that is exemplified in scientific 
procedure for the kind of intelligence that 
is now accepted. 


CONSENT OR COERCION? 


Dewey’s argument here (and else- 
where in his writing) amounts to a de- 
nial of the individual’s reason. It natu- 
rally follows that conference in matters 

political—parliamentary debate, appeal 


to reason—has no place in a planned 
economic society. But parliament 
means that some place is provided in 
society for a meeting of minds among 
men. Discussion rests on the assump- 
tion that men can and should be con- 
sulted about what government is doing 
to them—that they be given opportunity 
to give their assent. This is the very 
essence of democratic liberal govern- 
ment—the consent of the governed. 

Even on the assumption that there is 
a scientific technology adequate to con- 
trol the entire economic life of a nation 
(and few reputable economists or social 
scientists would hazard such an asser- 
tion), it is clear that governmental 
planning is incompatible with the con- 
sent of the governed. Give up the 
consent of the governed, and all that is 
left as the basis of human association 
is coercion. 

For three hundred years, men’s suc- 
cesses in improving society have been re- 
lated to the struggle for freedom. The 
concept of freedom has been the classical 
legal doctrine that an act is free if it 
follows assent and is supported by a 
man’s judgment. Dewey’s point of view 
is a symptom, as he says, of popular 
abandonment of the classical doctrine of 
freedom, and the substitution of the 
German-Romantic notion that freedom 
consists in getting what one wants, that 
is, in removing obstacles to the satisfac- 
tion of all desires. 

Heretofore, it has been a requirement 
of civilization that whenever pressure 
groups make demands on one another, 
they at least profess to submit the jus- 
tice and reasonableness of such demands 
to the common judgment of mankind. 
As the Declaration of Independence 
says, “a decent respect to the opinions 
of mankind requires that they should de- 
clare the causes which impel them.” 
Now, abandon such “decent respect,” 


* give men the notion that it is the pur- 


pose of government to satisfy all their 
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desires, right or wrong, and you have 
prepared the way for precisely the 
technological—that is, mechanized— 
despotism which Dewey shows is the na- 
ture of planned economy. The attempt 
of people to have a form of political as- 
sociation based on the satisfaction of de- 
sire without mutual consideration and 
meeting of minds is the real psychologi- 
cal cause of the present change of the 
relation of government to society. 


IMPLICATIONS OF GOVERNMENT 
EXPANSION 


There is a psychological law of gov- 
ernment which social scientists should 
not forget. The law is this: All govern- 
ment tends to expand itself at the ex- 
pense of the lives, the liberties, and the 
property of the members of society. 
This law applies to all types of govern- 
ment, democracy included. Government 
will respect its own people only when it 
is obliged to do so. This is why “eter- 
nal vigilance is the price of liberty.” It 
is why our fathers were so careful to de- 
vise a constitution granting limited pow- 
ers to officeholders. This is, further- 
‘ more, one reason why parliaments, for 
which Dewey and most planners have 
little regard, came into existence. Men 
knew that to keep government just and 
free they must keep it small. Give it 
favors to grant, and it will have its fa- 
vorites prospering at the expense of its 
“forgotten man.” Hence, to keep gov- 
ernment small, the citizens must keep it 
poor. Thus Montesquieu said that 
parsimony is a necessary republican 
virtue. Our British predecessors knew 
this, and out of it issued the quarrel be- 
tween the Crown and Parliament. Eng- 
lish liberty was preserved because Eng- 
lishmen insisted that taxes be voted by 
their own representatives in the House 
of Commons. Parliament was a device 
whereby the public could pull the purse 
strings'on government spending. Hence 
it was a check on the expansion of gov- 


ernment and a blocking of the road.to 
despotism. 

But suppose people begin to think of 
government as a storehouse of plenty, 
and look to it for a plan which will 
satisfy all demands. Suppose, in the 
words of Dostoievski’s “Grand Inquisi- 
tor,” they cry, “There is no freedom, 
there is only hunger!” Then it becomes 
possible for government to expand itself, 
tap new sources of revenue, get more 
politicians on the public pay roll, and 
build up a party machine large enough 
to keep a party in power and crush its 
rivals. Then it becomes possible for a 
government to corrupt the public with 
the public’s own money; for then public 
sentiment, instead of pulling the purse 
strings on government to check its ex- 
pansion, runs in the same direction as 
the politicians’ desires for more revenue 
and greater power. Then there is no 
popular check against tyranny. 

There is another law of government, 
the popular ignoring of which is a cause 
of what is happening in Continental 
Europe—and may happen elsewhere. 
That is, as government extends itself 
beyond the minimum necessary to pre- 
serve life, property, peace, and liberty, 
its extension will at every step disregard 
the consent of the governed; for govern- 
ment is coercive by its very nature. 
Hence disregard for mind itself! So it 
may be said that as government is ex- 
tended, the progress of society declines. 
The historical arguments in support of 
this truth are overwhelming, both in an- 
cient times and in our own time. The 
outstanding example in the world today 
is Germany. The converse of this 
proposition is also true. As government 
was made to mind its own business af- 
ter the passing of the mercantile sys- 
tem, in the same measure the material 
and cultural progress of the nineteenth 
century took place. Such progress oc- 
curred only when and where limited 
constitutional governments were estab- 
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lished. It begins to vanish the world 
over, with the appearance of planned 
economies and dictatorships. 


DESTRUCTION BY GOVERNMENT 


Certain observations are therefore to 
be made in just the measure that we see 
government expanding. 

1. Governments are eating up the 
patrimony of society. The standard of 
living is falling the world over, wealth 
is exhausted in nonproductive activities 
and in preparation for war, and new 
capital investment is everywhere dis- 
couraged. Tariffs, governmental restric- 
tions on trade, and bureaucratic regula- 
tions have done much to bring about 
the present economic depression. Gov- 
ernment’s efforts to cushion the depres- 
sion have only prolonged it and in- 
creased the number of unemployed who 
must be fed out of industry already 
overburdened by taxes and lacking in 
confidence in the future. 

2. Governments are destroying what 
little world order has been achieved since 
the time of Hugo Grotius. The interna- 
tional fellowships of industry and cul- 
ture are broken up by political national- 
ism and by the necessity of all planned 
societies to put their people in military 
uniform and on a war footing. 

3. Governments are destroying the 
liberties of the modern world. Most 
obvious in the totalitarian states, where 


all constitutional guarantees of personal 
rights are gone, the tendency reaches 
also into the democratic states. It is 
unthinkable that any government with 
power to control the economic life of a 
nation will or can stop short of control 
of opinion and ‘speech. Hence there 
must follow censorship, concentration 
camps, and the “liquidation” of minori- 
ties. 

4. Governments are destroying the 
culture of the modern world. In Cen- 
tral Europe there is return to persecu- 
tion, and to propaganda which is lack- 
ing in respect for truth. Elsewhere, 
even in the democracies, there is going 
on a slow process of destroying those 
classes in society which in all historic 
time have created our culture, advanced 
learning, and tried to preserve respect 
for the moral values of civilization. 
With the extension of government, chief 
concern is given to undifferentiated man, 
mass man; hence world-wide decline in 
appreciation of human worth or rever- 
ence for excellence. As government is 
extended, economic scarcity and demo- 
cratization of subsidies go hand in hand 
with it. As these prevail, the economic 
interest reigns supreme. A crass utili- 
tarianism, mingled with the cynicism of 
radical politics, supplants respect for the 
human spirit, and one sees the “abomi- 
nation of desolation standing where it 
ought not.” 
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The Functions of Government in the Literature 
of Economics 


By ArTHUR G. Coons 


EBATE over the economic func- 
tions of government is not a new 
thing. In the literature of both eco- 
nomics and political science, attempts to 
formulate the proper interrelationship 
have been numerous, with appeals on 
the one hand to individualistic and on 
the other to socialistic and universalistic 
conceptions of society. At-times philo- 
sophic considerations have been domi- 
nant; at other times, practical and ad 
hoc desiderata. Space will not allow a 
full historical treatise on this point, but 
only a few examples drawn from some 
of those best known whose writings have 
fed into the stream of thought which has 
profoundly infiuenced our present world. 


Joun Sruart Mixv’s View 


Illustration may well begin with John 
Stuart Mill, who, in the middle of the 
last century, writing in his Principles of 
Political Economy,* stated that “no sub- 
ject has been more keenly contested in 
the present age . . .” the functions of 
government being “one of the most dis- 
puted questions both in political science 
and in practical statesmanship.” Ac- 
cording to Mill, of the ordinary func- 
tions of government, “the first is the 
protection of person and property,” 
“protection against force and fraud.” 
Yet he sensed the task of defining prop- 
erty, stating, “Nor is the function of the 


law in defining property itself so simple 


a thing as may be supposed.” In refer- 
ence to inheritance he said, “Some such 
laws must exist in all societies.” He 
also was aware of the relation of tax- 


1 All quotations are from the Principles of 
Political Economy, Seventh Edition, London, 
1872, Book V. Mils Principles was first pub- 
lished in 1848, 
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ation to the subjects of property and 
contract, and the ways in which the 
policies pursued within these areas af- 
fected the framework for enterprise and 
finally the entire economy. 

In the chapter in Book V on “The 
Limits of the Province of Government” 
are given what to Mill and to most of 
the classical economic school appeared 
to be 


the principal reasons in favour of restrict- 
ing to the narrowest compass the interven- 
tion of a public authority in the business 
of the community [throwing] the burden 
of making out a strong case, not on those 
who resist, but on those who recommend, 
government interference. Letting alone, in 
short, should be the general practice: every 
departure from it, unless required by some 
great good, is a certain evil. 


To this he made exceptions: 

1. For education, so that consump- 
tion might be informed and cultivated; 

‘2. For guardianship for those who are 
incapable of judging for themselves; 

3. For reviewing contracts made for a 
time span beyond the capacity of hu- 
man judgment; 

4. For regulating if need be “the 
manner in which [joint stock] associa- 
tions perform their work”; 

5. Possibly also for interfering “not 
to overrule the judgment of individuals 
respecting their own interest, but to give 
effect to that judgment” as, for example, 
throwing the force of law behind an 
agreement reducing hours “affording to 
every individual a guarantee that his 
competitors will pursue the same 
course”; 

6. For the proper provisioning of pub- 
lict charity providing “the certainty of 
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subsistence by law to the destitute able- 
bodied,” “rather than that their relief 
should depend upon voluntary charity”; 

7. For the organization of a system of 
colonization; and 

8. For the support of those public 
services such as scientific research and 
the writings of a learned class which pos- 
sibly would not be adequately renumer- 
ated if left to private interest alone. 

One wonders, however, if Mill him- 
self might not have sensed the ways in 
which the principles underlying both his 
thesis and the exceptions thereto might 
later be extended as new circumstances 
should arise, since he closes this chapter 
with a paragraph containing these state- 
ments: 


In the particular circumstances of a given 
age or nation, there is scarcely anything, 
really important to the general interest, 
which it may not be desirable or even neces- 
sary, that the government should take upon 
itself, not because private individuals can- 
not effectually perform it, but because they 
will not. 

It is the proper end of government to re- 
duce this wretched waste [the proportion 
of all the efforts and talents in the world 
which are employed in merely neutralizing 
one another] to the smallest possible 
amount, by taking such measures as shall 
cause the energies now spent by mankind 
in injuring one another, or in protecting 
themselves against injury, to be turned to 
the legitimate employment of the human 
faculties, that of compelling the powers of 
nature to be more and more subservient to 
physical and moral good. 


ADAM SMITH’s VIEW 


While holding the essential bases of 
interpretation as developed by the long 
line of economists from the eighteenth- 
century “school” of natural liberty and 
the Benthamite school’s doctrine of utili- 
tarianism, which also said of govern- 
ment “Be quiet,” Mill thus carries the 
willingness to compromise with the use 
of the power of government somewhat 
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farther than did Adam Smith seventy- 
five years before, whose conception of 
“the duties of the sovereign” “according 
to the system of natural liberty” was 
threefold: (1) protection from violence 
and invasion; (2) establishment of an 
exact administration of justice; and (3) 
erection and maintenance of certain pub- 
lic works and certain public institutions.” 

Public activity of the third type was 
thought to embrace public works “for 
facilitating . . . commerce” and “for pro- 
moting the instruction of the people”: 
those for the youth, a school system; 
and “those for the instruction of people 
of all ages,” chiefly “religious instruc- 
tion.” 

As Professor Haney has remarked, 
however, “No inconsiderable dispute has 
existed over the extent to which Adam 
Smith favored government interfer- 
ence”; 3 but in his own analysis he 
“shows how little inclined he [Smith] 
was to be doctrinaire.” Smith admits 
several particular exceptions to the gen- 
eral principle of laissez faire and admits 
also that class interests may run counter 
to those of society. These are modifica- 
tions, not contradictions, of his principle. 
Even though Smith did not really be- 
lieve in an entire harmony of class inter- 


. ests, nevertheless he did not feel it 


necessary to turn to the aid of state au- 
thority to establish such harmony, but 
rested his arguments mainly on the “Jet- 
alone” doctrine. 


Assott P. Usuer’s View 


But, writes Professor Abbott P. Usher 
in a recent interpretation of the more 
positive and progressive aspects of liber- 
alism, 


a positive theory of constructive statecraft 
is implicit in the basic liberal concepts. 


2 Adam Smith, Wealth of Nations, Book IV, 

Chap. IX, last paragraph, and Book V, Chap. 
eI, passim. First published in 1776. 

3 Lewis H. Haney, History of Economic 
Thought, 3d ed., revised, pp. 230 ff. 
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The most characteristic features of classical 
theory lead directly toward a broad concept 
of the task of the state. . . . The doctrine 
of laissez faire may best be regarded as a 
phase in the history of economic liberalism. 
... The concept of social evolution is 
deeply embedded in their [the early classi- 
cal writers’] thought, despite certain in- 
felicities of expression. . . . Bentham and 
Mill recognized that specific institutions 
may possess constructive social significance 
—utility—at a particular period which they 
may at a later time cease to possess be- 
cause of social change . . . [nevertheless] 
the concept of social evolution in the classi- 
cal economics was too thin to exhibit its 
most significant properties. .. . The mod- 
ern liberal believes that social evolution is 
a constructive process which involves ac- 
tive participation of both individuals and 
state. . . . Regulation is essential even in 
a society that tends to be self-regulating 
. . . because changing conditions create 
new needs and problems for which self- 
regulating mechanisms cannot instantly be 
created. ... The liberal concept of the 
function of the state and social process is 
realistic . . . [one] of adjustment and 
adaptation. . . . It is no longer possible to 
accept any concept of a mechanical self- 
regulating society that excludes the state as 
an agency of change. . . .* 


Professor Usher, in his belief that 
“the restatement of liberal doctrine is 
thus a necessary enlargement of the con- 
cepts of nature and social process,” is 
thus suggestive of John Rae. 


Various VIEWS 


Other points of view than the liberal 
trend have existed as well, and, while 
some are older in the modern historical 
period, they have developed contempo- 
raneously, in part blending with the 
view of liberalism as developed by Pro- 
fessor Usher, but in the main being of 


4 Abbott P. Usher, “A Liberal Program of 
Constructive Statecraft,” American Economic 
Review, March 1934, pp. 1-10; and American * 
Economic Review, March 1931, Supplement, 
pp. 3-4. 
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different strains as to governmental re- 
sponsibility, even though perhaps not so 
consistently formed. In these views a 
more positive leadership and action of 
the state is involved. 

The many men who helped to form 
seventeenth- and eighteenth-century 
mercantilistic thought, who believed in 
the definite guidance of economic life 
for the building up of the economy of 
the nation, preceded the liberal views of 
the physiocrats and Adam Smith. As 
far back as 1549, Jobn Hales, “the hu- 
manist,” developed the view that “de- 
liberate search for positive means of 
ameliorating man’s condition must be 
the goal of statesmen,” 5 Hales having a 
“belief in the necessity of governmental 
direction of economic activity” even 
though possessing a “faith in the profit 
motive as an inducement to enterprise.” 
Later, de Malynes, “the dogmatist” 
(1586-1641), declared that “economic 
maladjustments demand intervention.” 

David Hume, whom Professor John- 
son labels “the synthetist,” wrote in one 
connection: “In short, a government has 
great reason to preserve with care its 
people and its manufactures; its money 
it may safely trust to the course of hu- 
man affairs without fear or jealousy.” 
This, indeed, reflects a halfway position 
between mercantilism and liberalism. 

To the “Political Oeconomist” Sir 
James Steuart, “the role of the states- 
man is all-important: he must first un- 
derstand the biological, psychological 
and economic forces which reside in 
men; only then can he devise policies 
which will purposefully utilize these 
forces for the benefit of the nation.” ë 
As Professor Johnson states, he was in- 
deed ambitious; but then, “planners will 
be planners.” 


5E. A. J. Johnson, Predecessors of Adam 
Smith, pp. 24, 26, 45, 46, 177. The quotations 
in this paragraph are from Professor Johnson 
—not from the men referred to, 

8 Ibid., pp. 214-15, 234. 
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After the liberal reaction of Smith 
had discredited mercantilism, Sismondi 
contributed to the state interventionalist 
view from a new approach. Said he: 


On whatever side we look, the same lesson 
meets us everywhere, protect the poor, and 
[this] ought to be the most important study 
of the legislator and of the government ... 
the government ought to come to the as- 
sistance of men, and not of industry; it 
ought to save its citizens and not business.” 


Accordingly, Sismondi argued for the 
positive intervention of the state to re- 
strict inventions, to give property to 
labor, to adjust production to revenue 
so as to avoid gluts, and to increase the 
responsibility upon the employer for the 
condition of his laborers. Elsewhere he 
wrote: “In the eyes of the moralist, in 
the eyes of the true legislator, the funda- 
mental idea of civil society is the right 
of every man to improve his condition, 
resulting from this simple fact, that each 
man forms a part of this civil society.” 
Thus, to him “the subject of legislation 
is not riches, it is well-being, the subject 
of political economy [as he believed it 
was then developed] is not well-being, 
but riches.” 8 

A view pronouncedly collectivistic and 
broadly influential was developed in the 
early nineteenth century by Saint-Simon, 
who supported a theory of industrial col- 
lectivism making “the sole concern of 
all legislation the development of the 
country’s material wealth.” ° His con- 
ception of the economic responsibility of 
government was thus entire, the manage- 
ment of industrial life being the sole 
business of government. This govern- 
ment was to assure equality of oppor- 

78. de Sismondi, Political Economy and Pki- 
losophy of Government (Mignet edition, 1847), 
pp. 223, 220, 198 for the quotations here given. 

8 Quoted by W. A. Scott, The Development 
of Economics, p. 252, from Sismondi’s, Études 
sur Véconomie politique, 1837. 

Cf. C. Gide and C. Rist, History of Eco- 
nomic Doctrines, Book II, Chap. II. 


tunity for everyone—but this was the 
only equality that was to be demanded. 
Coupled with Sismondi, the followers of 
Saint-Simon, convinced of the slowness, 
the awkwardness, and the cruelty with 
which spontaneous economic forces often 
work, favored the substitution of a more 
conscious, carefully worked-out effort on 
the part of society. 

From the spread of such varied views, 
taken together with the views of the as- 
sociationists, the socialists and com- 
munists who followed in the lead of 
Karl Marx, the professorial Socialists 
and ‘social reformers “of the chair” of 
late nineteenth-century Germany, and 
latterly the universalists, strong and 
powerful doctrines of the political duty 
of the state to take an important if not 
all-embracing part in economic life for 
the common good have developed in 
every country in many forms and 
through many movements. It is no 
single doctrine or thesis that forms the 
opposition to economic liberalism today, 
but a wide variety of views, differing 
both in degree and in kind, in inspira- 
tion and in method, as to the proper 
scope of the economic functions of gov- 
ernment. 


THE PRESENT TREND 


Today a tendency among economists 
and intellectuals to become more eclectic 
and less doctrinaire seems evident on 
every hand, so much so that controver- 
sies over the economic functions of the 
state are much less likely to flow from 
systematic philosophical principles un- 
derlying policy and action than from 
considerations of a “specific” and practi- 
cal sort, as the search is pursued for ar- 
rangements which are more utilitarian, 
more economic, and more systematic in 
the handling of the complexity of rela- 
tions within which modern economic life 


. moves. 


The literature of economics generally, 
however, has contained a distinct allegi- 
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ance to the philosophy of liberalism in 
its various expressions. 

Historically, in the philosophy of both 
political and economic liberalism, the 
function of the state, regardless of 
whether or not it actually in the past 
measured up to its conceived responsi- 
bility, was essentially to establish that 
framework of law and its enforcement 
within which economic processes could 
work themselves out as “perfectly” as 
possible. 

As this view developed in the litera- 
ture of the late nineteenth and the 
twentieth centuries, if any phase of the 
full, free play of individual choices and 
competitive action were restrained, either 
by growing inequality of income or 
wealth, a concentration of control in 
private hands sufficient to restrain pro- 
duction and trade, a monopoly of power 
over credit money, or any other inten- 
tional collusion or unintentional circum- 
stance, it was the duty of the liberalistic 
state to intervene to keep the game fair, 
force adherence to the rules, and keep 
the situation such that freedom might be 
fully compatible with justice and social 
harmony. If self-interest as a motive 
proved inadequate, people were to be en- 
lightened in their outlook, either as pro- 
ducers or as consumers, by public and 
private educational efforts or by reliance 
upon other agencies of individual recon- 
struction or regeneration, such as re- 
ligion. If competition were found to be 
insufficient to satisfy economic require- 
ments, the restraints upon its action 
were to be removed, if need be, by a 
drastic program of regulation. If values 
as established in the market did not re- 
flect social needs, but only the wants of 
those possessing purchasing power, this 
was to be corrected by the use of various 
forms of taxation to equalize incomes to 
the extent that the marginal utilities re- 
flected in demand in the market place 
might be relied upon as an expression of « 
social needs. If equality of economic 
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opportunity, seen as essential to keep a 
free economic world fair, were not pres- 
ent, then education, taxation, regulation, 
subsidization, and mild occasional inter- 
vention to restore “normal” functioning 
were all to be employed by the state as 
needed. 


INCREASED ECONOMIC RESPONSIBILITIES 


As every student of history knows, 
political processes came increasingly to 
be relied upon as the means whereby the 
economic processes themselves could be 
made to function within their conceived 
or desired pattern. To be sure, not all 
uses of political power had such a de- 
sign. Some were motivated only by a 
desire for special privilege, to secure eco- 
nomic advantage to particular groups. 
Much of our present trouble may be said 
to be caused either by the influence of 
special interest upon our legislation for 
many years, or by the failure of the 
state rapidly enough to readjust the 
rights of enterprise, property, and con- 
tract, and the duties connected there- 
with, in accordance with the changing 
requirements of economic life. Tech- 
nology, corporate organization, and the 
conditions of the market were themselves 
making increasingly difficult the attain- 
ment of mobility, flexibility, and quick 
adjustment in economic processes. 

Whether the results represented the 
failure of those who professed a liberal 
viewpoint to sense the action needed to 
preserve the attributes of an economic 
life in which liberalism might be ex- 
pected to prevail, or the prostitution of 
the state to the service of dominant eco- 
nomic groups, or the inevitable effect of 
the economic forces themselves within 
an expanding technology, need not 
greatly concern us now. The fact is 
that the conjuncture of economic and 
political processes, together with the re- 
sults of war and the exigencies of the de- 
pression, have placed upon the state 
large responsibilities in economic affairs. 
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Some of these responsibilities cannot 
now be shirked if economic anarchy is to 
be avoided, and all remain in need of in- 
ternal co-ordination. The crucial ques- 
tions now center around the ways in 


which those responsibilities are to be 
discharged, and the ends which are held 
in view as guiding the choice of means 
for rendering more effective the func- 
tioning of economic processes. 
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Government as a Producer 


By PAUL STUDENSKI 


N EVERY type of political organiza- 
tion known in human history, from 
the most primitive to the most elab- 
orate, government has had to furnish 
services satisfying important needs of 
the members of the society, help them 
to make a living, influence their produc- 
tive processes and consumption habits, 
manage economic resources to these sev- 
eral ends, and generally function as the 
collective economic agent of the people. 
The productive character of government 
activity was recognized by political and 
economic philosophers from ancient 
times down to the earlier part of the 
modern era. The relative goodness or 
badness of different governments was 
tested by these writers in no small meas- 
ure by the extent to which these govern- 
ments appeared to succeed or fail in the 
development of their countries’ eco- 
nomic resources and productive arts, and 
in the furtherance of the well-being of 
their populations. 


THEORY OF NONPRODUCTIVITY 


Towards the end of the eighteenth 
century, however, under the influence 
of the industrial revolution, a sudden 
revulsion took place in the political and 
economic thinking of the time. The 
entrepreneurial class, in its quest for 
freedom from restrictive governmental 
regulation, attacked the ability of gov- 
ernment to attend to the economic af- 
fairs of its citizens. Political economists 
took the view that business enterprise 
was the sole productive agency in soci- 
ety and that government was a passive, 
nonproductive, wealth-destroying organ- 
ization. Thus, Adam Smith expressed 
this thought in his Wealth of Nations in 
1776 as follows: 


The sovereign ... with all the officers both 
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of justice and war who serve under him, 
the whole army and navy, are unproductive 
laborers. They are the servants of the pub- 
lic, and are maintained by a part of the 
annual produce of the industry of other 
people. Their service, how honorable, how 
useful, or how necessary soever, produces 
nothing for which an equal quantity of 
service can afterwards be procured... . In 
the same class must be ranked some both 
of the gravest and most important, and 
some of the most frivolous professions: 
churchmen, lawyers, physicians, men of let- 
ters of all kinds; players, buffoons, musi- 
cians, opera-singers, opera-dancers, etc.+ 

Strange as it may seem, this peculiar 
doctrine of the nonproductivity of gov- 
ernment activity has tended to persist 
to the present day, and forms a funda- 
mental tenet of the so-called classical 
and neoclassical schools of economics 
still dominant in this and many other 
countries at the present time. 

The theory of the nonproductivity of 
government activity is founded on sev- 
eral basic errors, to wit: (1) a tendency 
to regard government as an organization 
independent and apart from the people 
and pursuing its own advantage; (2) a 
wrong identification of economic activity 
with individual endeavor to make a liv- 
ing, and a failure to recognize the im- 
portance of collective economic effort; 
and (3) an unduly narrow commercial 
view of production as the creation of 
utilities having an exchange value. 

The exponents of the nonproductivity 
theory of government activity fail to see 
that government in modern democratic 
society, with which we are particularly 
concerned, is an agency set up by the 
people for their own advantage and con- 
trolled by them with a view thereto, and 


1 Adam Smith, Wealth of Nations, Book II, 
Chap. III. 
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is, in fact, in some of its aspects, the 
people themselves acting collectively. 
Quite erroneously they conceive of gov- 
ernment as being operated for the sole 
advantage of scheming politicians. 

It is wrong to conceive of economic 
effort as being purely individual in char- 
acter. Under all forms of organized so- 
ciety, economic activity has required 
some collective effort in addition to the 
individual one, and this is still true of 
the modern society. 

The notion that production for ex- 
change is alone “productive” is prepos- 
terous. Production consists in the crea- 
tion of utilities. Government furnishes 
services and goods which satisfy the two 
tests of economic value—namely, utility 
and scarcity. They satisfy human needs 
and must be economically used. Gov- 
ernment is, therefore, engaged in pro- 
duction just as much as is private enter- 
prise. Government employees are just 
as much producers as are private em- 
ployees and entrepreneurs. To deny 
this fact is to demonstrate one’s faulty 
economic education or the fact that 
one’s idolatry for business has thwarted 
one’s vision. 


Two SECTORS oF NATIONAL ECONOMY 


The productive activity of our society 
is divided into two main sectors—the 
private one in which production is car- 
ried on for profit and controlled by the 
forces of supply and demand operating 
in the market, and the public one in 
which production is conducted for com- 
mon advantage and is controlled by po- 
litical forces. These two sectors of the 
national economy, commonly known as 
the “private economy” and the “public 
economy,” complement each other, each 
serving different needs of society. They 
also help each other in the performance 
of their respective functions. 

In the private economy, goods and 
services are produced by individuals, 
acting separately or in associatiofis. 
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They serve mostly material needs, are 
tangible in nature, and confer well- 
defined advantages on the persons pos- 
sessing or acquiring them. They are 
exchanged by their respective producers 
at prices which reflect their respective 
values. 

In the public economy, on the other 
hand, goods and services are produced 
which require the collaboration of all 
the members of society, and can gen- 
erally be enjoyed by them only in com- 
mon. They are largely intangible in 
nature, and in most cases cannot be di- 
vided into specific units and supplied to 
their users in that form. The services 
and goods produced in the public sector 
serve to maintain organized society; to 
provide national defense, the internal 
protection of life and property, the ad- 
ministration of justice, and the regula- 
tion of economic activity; and to supply 
other basic conditions required by the 
members of society for the pursuit of 
their various private undertakings and 
enjoyment of the fruits thereof. They 
also provide specific aids to private pro- 
duction, such as roads, and improve- 
ments of rivers and harbors. Finally, 
they consist of such things as education 
and healthful recreation which serve the 
cultural needs of the members of society 
and help to improve the quality of social 
life. 


INFLUENCE OF PRESSURE GROUPS 


Unlike private enterprise, government 
in its productive activity does not seek 
profit for itself. It seeks to benefit so- 
ciety as a whole, and sometimes certain 
groups therein in particular. The direc- 
tion of its productive activity is de- 
pendent largely upon the pressures ex- ' 
erted upon it by the different groups of 
which the society is composed. It is 
determined by political forces. If the 
dominant groups are interested in the 

“expansion of the physical boundaries of 
the national economy, then the activity 
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of government becomes concentrated on 
the production of armaments and the 
waging of war. If these groups are con- 
cerned mainly in the fostering of better 
communications and the development of 
manufacturing arts, then these become 
the primary concerns of government. If 
the dominant groups are interested 
mainly in provisions for the education 
of the youth or for security against old 
age and unemployment of the workers, 
then these become the primary objec- 
tives of government activity. 

Under a dictatorship, the different 
groups comprising the society (except 
possibly the group affording the main 
support to the dictator) are not allowed 
free expression. Hence it becomes the 
task of the dictator to guess the desires 
of the various groups, and to modify 
the existing pattern of governmental 
services in a way which may seem to 
him to constitute the best compromise 
between them. In a democracy, how- 
ever, the various groups are allowed free 
expression, and the possibility exists, 
therefore, for the effectuation of more 
direct and open compromises between 
their demands. The whole program of 
governmental services as presented in 
the budget is annually subjected to a 
searching public inquiry. Each group, 
depending on its particular status in so- 
ciety, has a different set of subjective 
valuations of public services. The serv- 
ices which benefit one group do not 
necessarily benefit another. In fact, 
_ they may be inimical to the other’s in- 
terests. Each group, therefore, demands 
the expansion or curtailment of the 
budget in different directions. The 
compromise between their conflicting 
demands is effected in the budget by the 
elected executive and legislative officials 
who have its preparation in their hands. 


TAXATION 


Most of the services of modern gov: 
ernment are ordinarily financed by 
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means of taxes. Yet the decisions re- 
garding the services to be produced 
therein are only remotely affected by 
considerations of the nature of the taxes 
required to finance them and of the 
character of the groups that will have 
to pay them. For the taxes generally 
are not earmarked for any specific pur- 
poses. When new services are voted it 
is not always necessary to increase the 
taxes immediately; and even where it is 
necessary to do so, it is generally im- 
possible to indicate which increases in 
services are responsible for which in- 
creases in taxes. The pressure groups 
demanding increases in certain services 
which would benefit them in a special 
way generally expect other groups to be 
taxed for them. The possibility of their 
being taxed therefor is sufficiently re- 
mote to give them no concern. Of 
course, there are exceptions to this rule. 
When a community decides to build for 
itself a new and rather elaborate school 
building, all the property owners therein 
must expect some increases in their taxes 
to result therefrom. But even in this 
case, the beneficiaries of the undertaking 
need not expect increases exactly equiv- 
alent to the expense involved, for it 
may be possible to shift some of the ex- 
pense on future generations through 
borrowing. 

Inasmuch as taxes are not prices en- 
titling those who pay them to specific 
tangible services, the citizens are in- 
clined to regard taxes, when the time 
comes to pay them, as pure burdens, 
and to ignore the fact that these taxes 
secure for them, collectively as members 
of society, substantial benefits in return. 
They are inclined to think of themselves 
at such a time as private individuals 
rather than as members of society. 


‘They tend to pay as little taxes as pos- 


sible, and view any tax imposed upon 
them as a penalty. The tendency of the 
citizens to draw upon the government, 
as described, for a maximum possible 
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amount of public services while seeking 
to contribute to the defrayment of the 
costs of the public services the minimum 
possible share of taxes, constitutes one 
of the major difficulties of the govern- 
ment in its productive operations. 


ALLOCATION OF SERVICES AND TAXES 


In a democracy, the ordinary citizens 
who exercise little influence on the man- 
agement of private enterprise, by pool- 
ing their votes exercise a substantial 
amount of control over the management 
of government. They impel the govern- 
ment to supply to them services which 
they cannot possibly purchase for them- 
selves from their meager incomes. At 
the same time, they succeed to some ex- 
tent in preventing the legislatures from 
imposing upon them taxes which would 
reduce their ability to purchase goods in 
the market, and in causing such levies 
to be placed, instead, on citizens better 
able to bear them. 

The well-to-do, on the other hand, be- 
ing few in number, do not exert an influ- 
ence on government exactly correspond- 
ing to the important position which they 
occupy in the private economic field. 
They are not always able to secure for 
themselves from the legislatures the 
requisite advantages, or to prevent the 
legislatures from voting what, in their 
opinion, represents an excessive amount 
of services for the benefit of the poor. 
Nor do they always succeed in prevent- 
ing the imposition of additional taxes 
upon themselves. Moreover, the advan- 
tages which they secure for their own 
group generally take the form of special 
privileges which enable them to make 
more money in their private undertak- 
ings, rather than the form of specific 
public services requiring the expenditure 
of funds. 

As a result, the tendency of both the 
services and the taxes in a democracy 
in the long run is towards progressivism, 
the poor getting a larger share of public 
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services and paying a smaller share of 
the taxes. This tendency towards pro- 
gressivism of both the public services 
and the taxes in a democracy, however, 
is generally very mild; for any substan- 
tial accentuation of this tendency might 
readily lead to a revolt of the taxpayers, 
led by the well-to-do, which would se- 
riously endanger the continuance of 
democratic government. For it does not 
generally take a long time for the tax- 
payers to develop exaggerated notions 
regarding the confiscatory nature of the 
taxes imposed upon them. Even the 
poor, who are benefited by the policies 
of progressive governmental expendi- 
tures and taxation, may be made to be- 
lieve that they are being taxed to death 
by the government, and incited to rebel 
against it. Democratic government can 
scarcely survive a violent attack upon 
its taxing policies by any large and in- 
fluential groups of its citizens. Gen- 
erally, therefore, public authorities in 
democracies avoid antagonizing taxpay- 
ers too much by any over-rapid exten- 
tion of progressive expenditures and 
taxes. 


RELATIONSHIP OF PUBLIC WITH 
PRIVATE ECONOMY 


Having described in a general way 
the forces which direct the operations 
of the public economy, let us analyze 
these operations more closely and com- 
pare them with those of the private 
economy. Whereas in the private econ- 
omy production is determined by the 
free choices of millions of producers and 
consumers acting in the market, in the 
public economy production is centrally 
planned by public agencies on both a 
national and a local scale. Each year, 
each authority considers the demands of 
its citizens for new services, the costs 
of furnishing these services, and the pos- 
sible means of financing them, and sets 
eforth its decisions with respect thereto 
in a budget which covers all its pro- 
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jected expenditures and means of financ- 
ing for the succeeding year, Frequently 
this budget is supplemented by a long- 
range program of capital outlays cover- 
ing a period of several years. Having 
adopted the budget, the public authority 
proceeds with its execution. Although 
some private businesses also maintain 
budgets, these are far from universal. 
Moreover, there is no one single budget 
in the private economy corresponding 
to the national budget in the public 
economy. 

The operations of the public economy 
are much more stable, in the short run, 
than are those of the private economy. 
The volume and the character of public 
services change only slowly from year 
to year. Production and consumption in 
the public economy are kept in a state 
of balance: whatever is produced is uti- 
lized. There is no periodic overproduc- 
tion and unemployment. Yet, in the 
long run, even more violent crises break 
out in the productive activities of the 
public economy than in the private one, 
such as wars and revolutions. Their 
causes, however, not infrequently are 
found in the operations of the private 
economy. ‘ 

The operations of the public economy 
are vitally affected by the developments 
which take place in the private econ- 
omy. First of all, the costs of the op- 
erations of government are determined 
in no small degree by market forces 
over which the government has no con- 
trol. The wages, prices, and interest 
rates which government has to pay are 
affected by those that prevail in the 
private economy, although they are not 
necessarily identical. In the second 
place, government operations are af- 
fected by business fluctuations. When 
private business activity expands, an 
increase in certain types of government 
activity necessarily follows, for the 
newly created private facilities make 
necessary the furnishing by the govern- 


ment of a great many additional public 
services or goods. Thus, the construc- 
tion of new factories and homes by pri- 
vate enterprise necessitates construction 
by the government of new streets and 
road improvements, construction of ad- 
ditional water supply and sewer facili- 
ties, and provision of more police and 
fire protection and more schools. 

Moreover, the increase in private in- 
comes and wealth which results from 
increased business activity makes it 
easier for the government to raise, by 
taxation or borrowing, additional funds. 
On the other hand, when business ac- 
tivity shrinks, government revenues de- 
cline; yet the government’s responsibili- 
ties to the members of society do not 
diminish in any corresponding way, if 
at all. In some respects they even be- 
come greater, as it becomes necessary 
for government to furnish relief to the 
unemployed and various aids to the dis- 
tressed farmers and business men. As 
a result, the expenditures of government 
not only do not decrease correspond- 
ingly to the decline in the government’s 
revenue, but often even expand beyond 
normal bounds. Operations must be 
conducted for a time on an unbalanced 
budget. From a purely supplementary 
economic agent, government is trans- 
formed, temporarily at least, into a pri- 
mary and compensatory one: it is im- 
pelled to take leadership in the economic 
sphere and to step into some of the 
fields of activity left vacant by the col- 
lapse of business. 

It is commonly believed that govern- 
ment activity is “supported” in the main 
by the private enterprise of its citizens. 
This statement is true only in a very 
superficial way, namely, only in the 
sense that the revenue of the govern- 
ment is derived mainly from the incomes 
earned by the citizens in their private 
enterprises. It overlooks the fact that 
in return for the revenue raised, the gov- 
ernment furnishes services, and that the 
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incomes earned by the citizens in their 

private undertakings are earned by them 

with the aid of government. Obviously, 

without the services of government, soci- 

ety would be in a state of chaos and all 
` production would stop. 

A more correct statement of the rela- 
tionship of government to private enter- 
prise is that both contribute to the na- 
tional income and derive their support 
therefrom, one contributing thereto 
mainly free services, and the other, serv- 
ices for which a charge is made; one de- 
riving its support from the national in- 
come mainly through taxation, and the 
other mainly through charging prices. 


BALANCE BETWEEN GOVERNMENT AND 
PRIVATE ENTERPRISE 


Admitting that government is a pro- 
ductive agent, some people claim that it 
is less productive than private enter- 
prise. The services of government, they 
say, as a rule are not worth what they 
cost. Government, they say, adds to 
the national income less than it takes 
therefrom. The national income, they 
maintain, would be greater if the scope 
of government activity were restricted, 
and that of private enterprise expanded 
correspondingly. 

Other people take the opposite point 
of view. They maintain that the serv- 
ices of government, as a rule, are more 
productive than those of private enter- 
prise; in other words, that not only are 
government services worth more than 
they cost, but the net gain to society is 
greater in their case than in the case 
of services produced by private enter- 
prise. They contend that the national 
income would be larger if the scope of 
government activity were expanded and 
that of private enterprise restricted, and 
furthermore, that the distribution of 
the national income would be more fair 
and advantageous in that case. 

Between these two extreme points of 
view lies the progressive “middle-of-the- 


road” school of thought embodied in the 
policies of modern democratic govern- 
ment. According to this school, govern- 
ment and. private enterprise are equally 
productive in their respective spheres, 
each possessing certain advantages over 
the other which qualify it especially for 
the production of certain types of serv- 
ices, and each suffering from certain dis- 
advantages which disqualify it for the 
production of others. The problem of 
maximizing the national income and se- 
curing a most equitable and favorable 
distribution of it consists, according to 
this opinion, in the achievement of a 
most favorable balance between govern- 
ment activity and private enterprise. 
The achievement of this balance is said 
to constitute one of the eternal prob- 
lems of human civilization. There is 
generally, according to this school of 
thought, either too much government or 
too little, the groups in society which 
happen to be most influential at the mo- 
ment either causing government to over- 
expand its activities or else keeping it 
from extending them far enough, de- 
pending on which way their particular 
interests lie. Such swings from extreme 
activity to extreme lethargy of govern- 
ment, it is believed, interfere with the 
proper development of society. 

A great many of the services fur- 
nished by government are available for 
the immediate and direct consumption 
of the citizens. These direct consumer 
services are exemplified by public recre- 
ation, education, and control of public 
health. On the other ‘band, a great 
many of the public services are supplied 
to private enterprise and reach the con- 
sumers only indirectly through the pri- 
vate goods and services which they help 
to produce. These “aids to private pro- 
duction,” as they are sometimes called, 
consist of such services as improvements 
of rivers and harbors, regulation of busi- 
«ness, and operation of agricultural ex- 
periment stations. Most of the public 
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services, however, are furnished to citi- 
zens in their double capacity of pro- 
ducers and consumers, and combine, 
therefore, the features of both direct 
consumer services and aids to private 
production. National defense, high- 
ways, and protection of life and prop- 
erty are cases in point. It is exceedingly 
difficult, therefore, to classify the entire 
range of public services into the afore- 
mentioned categories. Some attempts 
have been made in that direction, but 
none too successfully? 


GOVERNMENT AS A FACTOR IN PRIVATE 
PRODUCTION 


Since the services of government ren- 
der an important contribution to the 
productive activities of private enter- 
prise, it is obvious that government 
is an important factor of production 
therein, similar to the factors of capi- 
tal, labor, land, management, and entre- 
preneur. ‘Traditional economics, how- 
ever, refuses to consider government as 
a factor of production, for it examines 
productive processes mainly from the 
entrepreneur’s point of view, and is in- 
clined to recognize as factors of pro- 
duction only such agents as cost him 
money and add exchange value to his 
goods. Since government services are 
furnished free, they are not considered 
to be adding value to production, and 
government is not regarded as a produc- 
tive agent in the enterprise. This view, 
however, is faulty. Government is an 
agent of production, even though its 
services are furnished free at the time 
they are supplied. These services are 
valuable economic goods, and if not fur- 
nished by the government, would have 
had to be provided by the entrepreneur 
himself or purchased by him from some 


2 R. W. Nelson and Donald Jackson, “Allo- 
cation of Benefits from Government Expendi- 
tures,” Conference on Research in Income and 
Wealth, Vol. II, New York: National Bureau 
of Economic Research, 1938. 


other enterprise. The fact that these 
services are furnished free means merely 
either that the entrepreneur receives 
larger profits than he would have re- 
ceived had he had to pay for these serv- - 
ices, or else that the consumers are fur- 
nished goods at lower prices than they 
otherwise would have been charged. 

In the final analysis, the services fur- 
nished by the government to private 
enterprise must be paid either out of 
the profits of the entrepreneurs or out 
of the incomes of the consumers. The 
only fundamental difference between the 
payments received by the various pri- 
vate factors of production and those re- 
ceived by the public factor, for their re- 
spective contributions to production, lies 
in the facts that (1) the former receive 
their payments at the time their services 
are utilized, whereas the latter receives 
its payment, in the main, only after its 
services have been used and have helped 
these other factors to earn their in- 
comes; and that (2) the payments to 
the other factors are made directly out 
of the products of the enterprises, 
whereas those made to government are 
largely made indirectly, through the 
taxation of the incomes of the con- 
sumers and producers earned in the 
enterprises. 


FINANCING OF GOVERNMENT SERVICES 


But the notion that the services of 
government are furnished to private en- 
terprise free is not altogether correct. 
Most of the enterprises have to pay 
taxes, and some of these, at least, are 
considered by the entrepreneurs as costs 
of production, just as wages, interest, or 
rent, and are reflected in the prices 
which they charge their consumers. 
Other taxes, such as sales taxes, are 
added by the entrepreneurs directly to 
their prices. Some of the taxes paid 
by or collected through business enter- 
prises may be considered as payments 
by these enterprises for the services ren- 
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dered to them by government. The fact 
that the taxes levied on business are 
not well related to the value or costs 
of the services rendered thereto by gov- 
ernment scarcely justifies the considera- 
tion of these taxes as payments com- 
pletely unrelated to these services and 
as a completely unproductive business 
cost. There is ample justification for 
regarding taxes levied on business as 
the share of the product of business due 
to the government for the services ren- 
dered by it thereto, and for insisting 
that this share be adjusted more closely 
to the value of these services. Such an 
adjustment is not altogether impossible 
of accomplishment.® 

In order to be able to produce the 
services demanded of it either for direct 
consumption or as an aid to private pro- 
duction, government must provide itself 
with various durable properties. Some 
of these, such as buildings or water sup- 
plies, belong to the class of producers’ 
goods. Others, such as roads or parks, 
belong to the class of durable consump- 
tion goods. Government must keep its 
properties in good repair, replace them 
as rapidly as they are worn out, and add 
thereto new properties from time to 
time. It is agreed generally that the 
costs of the current services of govern- 
ment should normally be financed from 
current revenues, but that the costs of 
durable properties may be financed 
-either entirely or partly by borrowing. 
Borrowing, however, brings in its wake 
payments of interest and repayments of 
the debt which must be paid from cur- 
rent revenue if government is to remain 
solvent. The costs of the productive 
activities of government to the citizens, 
whether paid by taxes or by prices, are 
comprised, therefore, of (a) costs of 
current services, (b) capital outlays 


8 See author’s article on “Taxation and Busi- 
ness Enterprise” in American Management As- 
sociation’s Financial Management Series, No. 
58, New York, 1939. 


financed from current revenues, and (c) 
interest on, and amortization or redemp- 
tion of, the public debt. Capital out- 
lays financed by borrowing cannot be 
considered as a current cost to the citi- 
zens, although they represent a cost 
problem to government. 

So far, we have considered mostly 
those services of government which are 
furnished to the citizens free, or, more 
correctly, are financed from taxes or 
from tax-supported loans. A word or 
two needs to be said about those services 
for which government charges prices. 
These are comprised of services which 
can be furnished to individuals in spe- 
cific units and which confer tangible 
special benefits. The prices which gov- 
ernment charges for its services are gen- 
erally fixed differently from those 
charged by private enterprise. As a 
rule, they are fixed either at cost or even 
below cost, for the object of government 
in furnishing the services involved is to 
confer a public benefit and to maxi- 
mize the consumption of these services. 
Where the latter purpose can be accom- 
plished by furnishing the services at 
cost, cost prices are charged. Where 
this purpose cannot be so accomplished, 
prices are fixed below cost and the 
deficit is covered by general taxation. 
Prices intended to produce a profit are 
charged by the government only in the 
case of services of relatively low social 
value, such as the production of liquor, 
where the maximizing of consumption 
is not deemed to be socially desirable. 
Such services are exploited by the gov- 
ernment for the purposes of earning a 
net profit to be used for the financing 
of its other services. The profit earned 
by the government in such instances 
is identical with the imposition of a 
tax. 


. TRANSFERS OF PURCHASING POWER 


Government is concerned not only 
with the production of specific services 
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requiring the employment of labor and 
the use of materials, but also with the 
effectuation of certain transfers of pur- 
chasing power from certain groups of 
citizens to others. Such transfers are 
exceedingly important in modern soci- 
ety, and not infrequently amount to as 
much as one-half of the total budgetary 
expenditures of a government. They 
are exemplified by payments of bonuses 
and pensions to war veterans, pensions 
to the aged and widows, relief to the 
unemployed, subsidies to farmers and 
to shipping and air-mail industries, and 
interest on internal debts, and repay- 
ments of such debts. 

In the case of all such payments the 
government acts merely as the transfer 
agent. It collects the funds from cer- 
tain citizens through taxation and bor- 
rowing and disburses them among oth- 
ers, without appropriating to itself any 
portion of them for the financing of its 
various services. It leaves the funds to 
be spent or invested in the private econ- 
omy, merely changing the character of 
the spenders or investors in the case. 

The government effects these trans- 
fers either because the particular groups 
have rendered certain services to the so- 
cial body in the past which entitle them 
to compensation from the rest of the 
society; or because the existing distribu- 
tion of purchasing power in the private 
economy is patently unfair and needs to 
be corrected in the common interest; or 
finally, because the groups in question 
have sufficient political power to force 
such a distribution of purchasing power 
to themselves. The effectuation of such 
transfers may or may not constitute a 
service to society, depending on whether 
the transfer is socially beneficial. At 
any rate, it is better to distinguish such 
transfers from the services of govern- 
ment proper, inasmuch as they consist 
in the collection and disbursement of 
funds, and not in the use of labor and 
materials. 


MEASUREMENTS OF PUBLIC AND 
PRIVATE PRODUCTION 


Having reviewed the principal char- 
acteristics of government production, let 
us now examine the possible methods of 
measuring its value and especially the 
size of the contribution which the gov- 
ernment makes annually to the national 
income. Manifestly, the methods of 
measurement employed in this case must 
be the same as those employed for the 
measurement of the value of private 
production and of the size of the con- 
tribution which private enterprise makes 
to the national income. Otherwise, dou- 
ble counting of the same items of pro- 
duction and contribution to the national 
income may readily result. 

We can conceive of the annual value 
of the production of private enterprise 
and government as being measured by 
the total value of the goods and services 
produced by them, respectively, over the 
period of a year. The value of the pri- 
vate goods and services are obviously 
measured by the prices which the pro- 
ducers have charged and the consumers 
have paid. The value of the public 
goods and services, on the other hand, 
can be measured only by the costs of 
these goods and services. 

We must assume that the decisions 
made by the citizens collectively through 
their government regarding the charac- 
ter and the quantity of the goods and 
services to be supplied publicly are fully 
as intelligent as the decisions made by 
them individually in the market regard- 
ing the character and the quantity of 
the goods and services to be produced 
and consumed by them privately. We 
must assume that the private goods and 
services are worth their prices and that 
the public goods and services are worth 
to the people at least what they cost. 

In measuring the value of the year’s 
output of private and public goods, ac- 
count must be taken of the fact that 


32 ; l THE ANNALS OF THE AMERICAN ACADEMY 


TABLE 1 


Annual Value of Private Production 


1. Increase or decrease in the value 
of private properties over the pe- 
riod of a year 

2. Increase or decrease in the value 
of private inventories (raw mate- 
rials and finished goods) over the 
period of a year 

3. Value of consumption goods and 
services produced and consumed 
privately during the year + 


ore 


+or— 


Total (-+ less —) 


these goods are produced with the aid 
of the existing private and public prop- 
erties and inventories. Manifestly, if the 
current production is effected through 
a substantial utilization of the existing 
properties and inventories and results 
in scarcely any additions thereto (as is 
generally the case in times of war or 
severe economic depression), the na- 
tional economy is made poorer. If, on 
the other hand, the annual production 
results in substantial net additions to 
the properties and inventories, the na- 
tional economy is correspondingly en- 
hanced. It is obvious, therefore, that 
in measuring the value of the annual 
private and public production and its 
consequent results, it is necessary to 
take into account not only that part of 
the production which goes to satisfy 
current consumption, but also that por- 
tion of it which is used to replace worn- 
out properties and used-up inventories 
and to make additions thereto. Accord- 
ingly, the value of the annual private 
and public production (short of certain 
minor refinements) may be measured as 
shown in Table 1. 

Although the foregoing measure of the 
values of the private and public produc- 
tive activities is ideal, it is somewhat 
difficult of execution. The main diffi- 
culty consists in estimating the values of 
the properties and inventories and de- 


Annual Value of Public Production 


1. Increase or decrease in the value 
of public properties over the pe- 
riod of a year 

2. Increase or decrease in the value 
of public inventories over the pe- 
riod of a year 

3. Cost of services produced and con- 
sumed publicly during the year -+ 


+ or — 


+ or — 


Total (+ less —) 


termining the changes which have oc- 
curred therein. 

A simpler but far less exact method 
of computation of the value of the an- 
nual private and public production is 
one in which changes in the amounts 
and values of the properties and inven- 
tories are disregarded. The value of 
private production is measured in this 
case by the value of the year’s output 
of durable and nondurable consumption 
goods produced for private use. It is 
assumed that each year’s production 
uses up proportionately as much of the 
durable and nondurable producer goods 
as it adds to their stock for future pro- 
duction. The value of public produc- 
tion is measured by the sum total of 
(a) the cost of the year’s output of cur- 
rent public services which corresponds 
to the value of the nondurable consump- 
tion goods in the private economy, (b) 
the cost of the year’s output of public 
properties which corresponds to the 
value of the durable consumption goods 
in the private economy, and (c) interest 
on the outstanding public debt. The 
interest is added to the cost of these 
services and goods, inasmuch as it meas- 
ures the contributions of capital to their 
production, and also inasmuch as it 
places the computation on a par with 
that made of the value of private pro- 
duction, which includes payments of in- 
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TABLE 2 


Annual Value of Private Production 


1. Value of output of nondurable con- 
sumption goods produced for pri- 
vate use 

2. Value of output of durable con- 
sumption goods produced for pri- 
vate use 


Total 


terest. The measure of annual private 
production and public production under 
this method of computation, omitting 
certain minor refinements, appears as 
shown in Table 2. 

Finally, a still simpler method of com- 
putation of the value of the annual pri- 
vate and public production is available, 
under which this value is measured by 


Annual Value of Public Production 


1. Cost of current public services 
(nondurable goods) 

2. Cost of public properties (durable 
goods) 

3. Interest on public debt 


Total 


production is comprised of the salaries 
paid out by government to its em- 
ployees, and interest paid out by it to 
its bondholders on bonds other than 
those issued on account of war. The 
value of the respective private and pub- 
lic production of the year and ‘contribu- 
tion to the national income is set up as 
shown in Table 3. 


TABLE 3 


Annual Value of Private Production 


. Wages and salaries paid out 

. Interest paid out 

. Net rent paid out 

. Net interest paid out 

. Profits including dividends paid out 


mR OHH 


Total 


the amount of income paid out by pri- 
vate enterprise and by government, re- 
spectively, to the people who have con- 
tributed to production therein. Under 
this method, the value of private pro- 
duction is considered to be equivalent 
to the sum total of the wages, salaries, 
interest, net rent, and profits paid out 
by private enterprise; and the public 


#Some economists, such as Colin Clark, 
maintain that only such interest payments as 
are due on the so-called “productive” public 
debts should be included in the estimates of 
the government’s contribution to the national 
income, because they alone represent a pay- 
ment for a currently rendered service. Interest 
payments on war debts, they say, should be 
excluded because they represent ‘merely a 
transfer of purchasing power from one group 
of citizens to another. W. H. Coates ang 
some other economists take issue with this 
point of view. According to them, interest 


Annual Value of Public Production 


“1. Salaries paid to public employees 
2. Interest paid on public debt 


Total 


Under this method of computation, 
the value of private production is over- 
estimated and that of public production 
underestimated, for those parts of the 
costs of the public goods and services 
which represent payments to private 
contractors for the services rendered by 
them and their employees are counted 
as items of private production. The 


payments on war debts represent just as much 
a payment for services rendered as any other 
interest payments. It is true, they’say, in the 
case of war loans the services were rendered 
by the lenders in the past, but the benefits of 
these services (to wit, the preservation of the 
country and of its institutions) are still being 
enjoyed in the present. Accordingly, in their 
opinion, such interest payments should be in- 
cluded in the estimate of the government’s 
contribution to the national income. The is- 
sue between these two schools of thought has 
not yet been definitely resolved. 
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justification for doing so is questionable. 
It seems scarcely correct to consider the 
construction of a public school as being, 
in the main, the work of private enter- 
prise simply because the major part of 
the work was done by private enterprise 
hired for that purpose by the govern- 
ment. 

Another method for measuring the 
value of public production suggested by 
some people is that involving the use of 
the amounts of taxes and public prices 
paid by the citizens over a period of a 
year, as the measuring sticks thereof.’ 
This method, however, is open to very 
serious criticisms. First of all, taxes and 
prices do not cover the costs of all pub- 
lic services and goods, inasmuch as some 
of the latter are paid for from proceeds 
of loans. In the second place, taxes are 
used not only to cover the costs of cer- 

5 See Simon Kuznets, National Income and 
Capital Formation, 1919-1935, National Bu- 
reau of Economic Research, 1937; and Con- 
ference on Research in Income and Wealth, 


Vol. IJ, National Bureau of Economic Re- 
search, 1938. 


tain public services, but also to effectu- 
ate certain transfers of purchasing power 
in society. There is no equivalence, 
therefore, between the aggregate of the 
taxes and prices paid on one hand and 
the value (or cost) of the public serv- 
ices on the other. The suggested 
method does not provide an accurate 
measure of the value of the public pro- 
duction. 


SUMMARY 


To summarize this discussion, govern- 
ment is a productive, wealth-creating or- 
ganization. It supplies direct utilities 
as well as aids to private production. It 
is a factor of production in every enter- 
prise, and is or would be justified in 
taxing business for the productive con- 
tribution it makes thereto. The impor- 
tant contribution made by government 
to the national income can be measured 
by methods somewhat similar to those 
employed for the measurement of the 
contribution made to the national in- 
come by private enterprise. 


Paul Studenski, Ph.D., is professor of economics at 
New York University, New York City. He has served 
as consultant to the National Resources Committee, 
the New York State Commission on Revision of Tax 
Laws, and various other state and municipal agencies. 
Among his latest published works are “Chapters in 
Public Finance” (1934), “Taxation and Public Pol- 
icy” (1936), and (with others) “Economic Principles 
and Problems” (1936). He is editor of the New York 
University Symposium on Current Problems in Public 
Finance (1933) and of the January 1936 issue of THE 
ANNALS entitled “Government Finance in the Modern 
Economy.” 


The Framework for the Use of Capital 


By Wrriam W. HEWETT 


UTOMOBILE accidents can be 
very serious when two fast-moving 
cars collide while speeding around a 
sharp turn in the road. Strict legisla- 
tion accomplished but little toward the 
reduction of this hazard. Then some- 
one conceived the brilliant idea of paint- 
ing a line in the center of the road, di- 
viding it into two sections. The result 
was a marked reduction in the accident 
rate. A driver responded subconsciously 
to the command and guided his car to 
the right of the line. Fines, jail terms, 
and public appeal had all yielded mea- 
ger results; but a change in the environ- 
mental pattern to which the individual 
driver was exposed, proved effective in 
guiding his behavior. 


THE PROBLEM OF SOCIAL CONTROL 


This simple illustration gives the key 
to a different approach to the problem 
of government control over enterprise. 
In our attempt to compel business to 
operate in a manner consistent with the 
general welfare, the policy of the past 
has been expressed largely in terms of 
regulatory legislation, backed with a 
threat of penalty for violation—civil 
damages, fines, or prison terms. Atten- 
tion has been concentrated upon the 
threat of punishment in cases of busi- 
ness conduct declared against the pub- 
lic welfare—Sherman Act, Clayton Act, 
blue-sky laws, and the like. Where 
monopoly has appeared to be inevi- 
table, or perhaps consistent with pub- 
lic welfare, regulatory agencies have 
been established to enforce behavior 
of the sort desired; the Interstate Com- 
merce Commission and the State Pub- 
lic Utility Commission are good ex- 
amples. i 

Now, no one will deny that some di- 
rect control by government, backed by 
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effective penalties, is essential for pro- 
tection of the community from the 
abuse of private rights. But it is a 
mistake to give such a policy central 
position if the action of the government 
is to be directed toward establishing be- 
havior in private enterprise consistent 
with public welfare. In a fascist, so- 
cialist, or communist economy, a policy 
of direct control may be desirable and 
defensible. But capitalism relies upon 
a free individual, motivated by self- 
interest, as the primary force in achiev- 
ing social objectives. It is, therefore, 
essential to maintain an institutional 
pattern that will create an environment 
for business enterprise in which natural 
behavior will be consistent with public 
welfare. It is to be regretted that many 
competent economists, aroused by the 
apparent disruption of the modern econ- 
omy, have neglected the importance of 
the impact of social institutions on the 
individual as a primary force in the di- 
rection of human behavior.’ Social in- 
stitutions play a role in shaping human 
behavior, comparable to the role played 
by the white line in the center of the 
road in shaping the behavior of an indi- 
vidual driving a motor car. 

This short paper makes an earnest 
plea for the establishment of an aggres- 
sive governmental policy directed to- 
ward molding economic institutions as 
controlling factors in the modern econ- 
omy. The primary objectives of gov- 
ernment control in the economic sphere 
should be the protection of an institu- 
tional pattern that will cause the natural 
responses of individuals, motivated by 
self-interest, to flow along lines con- 
sistent with public welfare. 


1A study of the major works of Charles H. 
Gooley is recommended. See especially, Hu- 
man Nature and the Social Order, 1902. 
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POSITIVE VERSUS NEGATIVE 
Larssez FATRE ? 


Anyone cognizant of the present eco- 
nomic situation and the trends in eco- 
nomic evolution that preceded it must 
candidly admit that laissez faire in the 
sense of a “do-nothing” or negative phi- 
losophy has failed in practice. Private 
enterprise, motivated by self-interest, 
has progressively weakened the institu- 
tions upon which the effective operation 
of capitalism depends. However, it does 
not follow from this record of failure 
that a laissez faire philosophy supported 
by vigorous, positive action by govern- 
ment in the defense of the basic institu- 
tions of capitalism would suffer a simi- 
lar failure. For example, the failure of 
free competition to serve as an effective 
regulator of economic behavior cannot 
be demonstrated by an appeal to expe- 
rience in an economy in which competi- 
tion has been diminishing at an ac- 
celerating rate. Experience may have 
demonstrated that competition tends to 
disappear if a “do-nothing” policy is 
accepted by government, but the out- 
come might have been quite the reverse 
in terms of behavior if a vigorous, posi- 
tive protection of the institution of free 
supplemented the 
method of control by regulation and 
threats of penalties. The framework 
for the use of capital might have been 
molded so that the natural responses of 
individual enterprisers would have fol- 
lowed quite different paths from those 
actually in evidence since 1890. 

Divested of all philosophic verbiage, 
we may state that in so far as govern- 
ment is concerned, the behavior of an 
individual can be controlled by either 


2 See Henry C. Simons, A Positive Program 
for Laissez-faire, University of Chicago Public 
Policy Pamphlet No. 15. This stimulating 
pamphlet should be read by all persons inter- 
ested in the problem of government control ef 
business activity. 


of two general methods: (1) the dictate 
of authority backed with sufficient 
power to obtain compliance, or (2) the 
nurture of an institutional pattern that 
will induce the desired activity through 
the medium of natural, or automatic, 
response. The current dictatorships 
employ primarily the first of these two 
methods. If a democratic capitalism is 
to operate successfully, it must build 
upon the second method—an indirect 
control of the individual by means of a 
direct control of economic institutions. 
Failure to utilize the latter method ef- 
fectively, makes it essential to rely upon 
the former method. Here is the core of 
the problem of proper relation between 
government and business; it should be 
faced squarely by every thoughtful citi- 
zen. 


THE FRAMEWORK OF CAPITALISM 


This is not the place for an analysis 
of the capitalistic system. It will suf- 
fice to recall that capitalism, in contrast 
to a collective economy, relies upon the 
interaction of consumers’ choices and 
the producer’s desire to maximize his 
profits, for the requisite guidance of the 
economy. The consumer, as he spends 
his dollar, “votes” for production of the 
goods he purchases. The producer, by 


“efficient utilization of the productive 


agents, earns his profits. Efficiency of 
production and accurate forecasting of 
demands receive the reward of profits, 
and failure brings the penalty of loss. 
Thus, the direction of the economy is 
automatic, in contrast with the con- 
scious control of a'collective state. 
The operation of this free economy 
depends upon a pattern of institutions, 
namely: private property, free competi- 
tion, free enterprise, and free contract. 
These institutions give rise to a free 
market within which prices of consum- 
ers’ goods and prices of the agents of 
production are flexible, rising or falling 
in response to play of forces in the 
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market. If flexibility is complete, the 
necessity for coercive control by the 
political state is reduced to a minimum. 
Here is the basis for that current naive 
philosophy, “that government is best 
_ which governs least.” It is not a his- 
toric accident that political democracy 
and economic freedom developed simul- 
taneously.2 The parallel growth of po- 
litical democracy and so-called capi- 
talism is in direct contrast to the growth 
of authoritarian government and a con- 
trolled economy. 


’ BREAKDOWN OF CAPITALISTIC 
CONTROLS 


. The increasing complexity of relations 

between government and business re- 
flects to a considerable degree the sub- 
stitution of government direction for 
the failing functional controls of capi- 
talism. The concept of property has 
been subjected to a process of re-defini- 
tion. Free competition has given way 
to imperfect competition and monopoly. 
Free enterprise has: become more and 
more restricted with the rapidly grow- 
ing power of industrial concentration. 
Prices, including the prices of agents of 
production, have lost the flexibility nec- 
essary to economic adjustments. The 
resort to authoritarian control by gov- 
ernment to support institutional control 
of the free market would appear to be 
an inevitable consequence of such de- 
velopments. Dictation by government 
replaces, step by step, the disappearing 
functional controls of capitalism. 

To examine with reasonable com- 
pleteness the evidence in support of the 
thesis of institutional breakdown would 
fill the pages of quite a large book. To 


suggest definite correctives requires both : 


careful research and bold experimenta- 

tion. However, it is possible within the 

limited space here available to present 

sufficient illustrative evidence and illus- 

trative suggestions for reform to make 
3 Henry C. Simons, of. cit., p. 3. 


quite clear the implications of a posi- 
tive program for democratic capitalism. 


Tue Property CONCEPT IN 
TRANSITION 


Professor D. H. Robertson, an able 
English economist, has said that the 
golden rule of capitalism is: “Where the 
risk [ownership] lies, there the control 
lies also.” * This “golden rule” ex- 
presses the heart of the concept of pri- 
vate property, namely, that the legal 
right of ownership carries with it the 
right of control. The English Common 
Law, clearly expressed in a long line of 
court decisions, has built a strong foun- 
dation to support the legal principle 
that a property right carries with it the 
right of the owner to full use and dis- 
posal of his property.” This includes 
the right to all the income of the asset, 
and the right to all accretions in the 
value of the asset while in his possession. 
An owner controls his own property, re- 
ceives the full use of income of that 
property, and finally disposes of it as 
he sees fit, by gift, bequest, sale, or 
destruction. 

In recent years, especially since 1920, 
the right of private property has been 
undergoing considerable modification, 
especially with respect to corporate 
property. Ownership, as evidenced by 
possession of corporate securities, has 
been separated from the right to con- 
trol; the “control group” has been 
sharply separated from the “investor 
group” in the corporation. A diver- 
gency of interest is thereby made pos- 
sible, since the control may operate the 
corporation against the interest of the 
legal owners—the shareholders. Income 
can be diverted, and the rights to assets 


4D. H. Robertson, Tke Control of Industry 
(1923), p. 88. 
: 5See A. A. Berle, Jr., and G. C. Means, The 
Modern Corporation and Private Property, 
1933. This book is “required reading” for the 
student of property and the corporation. 
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diluted. The stockholder finds himself 
in the position of one who has loaned 
kis capital, rather than one who has 
bought an owner’s interest in a going 
concern. 

The many devices for accomplishing 
the separation of the owner from the 
control of his property include: issue 
of nonvoting stock, issue of multiple- 
voting stock (often at a low price to 
the control group), pyramiding of com- 
panies by the use of the holding-com- 
pany form of organization, and transfer 
of shares to a voting trust. The sig- 
nificance of this shift in legal rights was 
first brought to the attention of the gen- 
eral public in 1927, in Professor W. Z. 
Ripley’s Main Street to Wall Street. 
The consequences of the trend have 
been increasing concentration in control 
of industry on one hand, and diversion 
of income and rights to assets from 
shareholders to “insiders” on the other. 
The influence upon business concentra- 
tion can be illustrated by the Van Swer- 
ingen railroad empire, in which a sys- 
tem of interrelated holding companies 
made it possible for an investment of 
twenty million dollars to control two 
billion dollars in assets of Class I rail- 
roads.” The financial burden to in- 
vestors can be demonstrated from data 
on the use of bonus systems, the issue 
of parasitic stock shares, the transfer 
of assets to other corporations by such 
devices as the sale of materials, patent 
rights, engineering and management 
services, and so forth, The “golden 
rule” of capitalism is no longer applica- 
ble to a large area in the field of cor- 
poration finance. 


THE CONCENTRATION OF INDUSTRY 


Undoubtedly the greatest challenge 
to the modern economy has been the 
decline in competition. Professors Berle 


€ This volume gives an excellent analysis of 
the problem for the layman. 
T See Berle and Means, op. cit., p. 73. ° 


and Means, writing in 1933, reported 
that the two hundred largest nonbank- 
ing corporations in America controlled 
about 50 per cent of all nonbanking 
corporate wealth, 38 per cent of all 
nonbanking business wealth, and 22 per 
cent of the total national. wealth? If 
the rate of growth of those two hundred 
corporations during the period 1909 to 
1929 had continued subsequent to that 
date, within forty years they would have 
gained control of all the corporate 
wealth of the United States.® 

When the data on the growth of con- 
centration are classified into industrial 
categories, we find imperfect competi- 
tion and monopoly penetrating the en- 
tire economy. In the extractive indus- 
tries, concentration has gone far. For 
example, four-fifths of all the recover- 
able tonnage of anthracite coal is within 
the control of eight companies, all closely 
allied with railroads; one-half to three- 
fourths of all iron ore reserves are con- 
trolled by United States Steel; 90 per 
cent of the known nickel resources of 
the world are owned by the Interna- 
tional Nickel Company.*° In manufac- 
turing, the drift towards unity of action 
ranges from almost complete monopo- 
lies, through “oligopoly” (where sellers 
are few, as in the cases of automobiles 
and cigarettes), to those industries in 
which a relatively large number of in- 
dustrial firms operate in close relation 
with one another by means of the for- 
mation of a trade association. With 
the advent of the New Deal, the degree 
of concentration in the public utility 
and the banking fields has become com- 
mon knowledge. The everyday lan- 
guage of American business is sprinkled 
with such phrases as “‘price leadership,” 

8 Berle and Means, of. cit., p. 32. 

9 Ibid., p. 40. 

10 Harry W. Laidler, Concentration in 
American Industry (1931), p. 436-42. 

1 See Arthur R. Burns, The Decline of 


Competition, 1936; a very thorough analysis 
of American industry in evolution. 
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“sharing the market,” “basing-point 
price system,” “price discrimination,” 
and so forth. Price bids of establish- 
ments widely separated geographically 
turn out to be remarkably similar. 
Against this onslaught, free competition 
and free enterprise have been forced to 
give considerable ground. Rigidity en- 
ters the price system, and the free mar- 
ket, in any real, effective sense, dis- 
appears. 


THE REMEDY: POSITIVE CONTROL 


The average American farmer, labor 
leader, and business man appear to be 
committed to a program of fostering col- 
lective action each in his own line and 
demanding absolutely free competition 
for all others! The farmer wants rug- 
ged individualism for labor and busi- 
ness, but in farming he demands price 
control and a subsidy. The labor leader 
wants to crush all monopoly power (big 
business), but for labor itself he de- 
mands a closed shop and a Wages and 
Hours Act. The business man wants a 
free labor market and heaps ridicule 
upon farm control as a slaughter of the 
little pigs, but in business he wants the 
repeal of the Sherman Act, the right to 
plan an industry as a unit, and high 
protective tariffs. Some form of a col- 
lective, totalitarian state, call it by any 
name you wish—socialism, communism, 
fascism, or economic planning—lies at 
the end of the road if all the restrictive 
measures desired by these interest 
groups and others are accepted for pub- 
lic policy. 

The protection of a democratic capi- 
talism depends upon an aggressive de- 
fense of the institutional framework 
necessary for its operation, regardless of 
the pressure of individual groups for 
self-advancement. The specific sugges- 
tions for action summarized below 
should convey the meaning of such 
a policy in terms of practical legis- 
lation. 


RESTORATION OF PROPERTY RIGHTS 


The trend toward separation of own- 
ership from control must be reversed 
as a first step toward the restoration of 
the free market. The profit motive will 
induce efficient production only if the 
right to make decisions (control) is held 
by the individual who stands to gain or 
lose by the decision. The profit motive 
must be tied to control. As aids in this 
direction, consider the following: 

1. All corporate securities, other than 
bonds or other evidences of debt, 
should carry voting rights. Nonvoting 
stock, multiple-voting stock, the voting 
trust, and so forth, should be prohibited 
by law. 

2. The financial structure of the cor- 
poration should be simplified by restrict- 
ing security issues to a small number of 
different types justified by reasonable 
diversity in investor attitudes. 

3. All officials and directors of cor- 
porations should be considered as serv- 
ing in a fiduciary capacity; the courts 
should consider such persons trustees, 
since they are in truth assuming re- 
sponsibility for management of the 
property of other persons.” 

Each of these suggestions is directed 
toward the control of the pattern of 
business behavior in such a manner as 
to strengthen the right of private prop- 
erty. If every share of stock received 
voting rights in proportion to investment 
actually made, if every investor had a 
clear conception of the place of the se- 
curity he held in the corporate struc- 
ture, and finally if every official or di- 
rector understood clearly that the courts 
considered his position that of a person 
acting in a fiduciary capacity, then a 
marked change would be noticeable in 


12 Professor Thomas C. Lavery, of the Uni- 
versity of Cincinnati Law School, informs me 
that he has recorded a number of lower: court 
decisions following this legal principle. His 
manuscript has not been published. 
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the behavior of those who really control 
a business enterprise! 


PROTECTION OF FREE COMPETITION 


Whatever justification may be ad- 
vanced for the “automatic” operation 
of a capitalistic economy, it disappears 
with the elimination of free competition. 
The institution of free competition, and 
its blood relation free enterprise, must 
be unrestricted if the behavior of buyers 
and sellers in the market is to be con- 
sistent with social welfare. Failure in 
the fight against monopoly means the 
failure of capitalism. To the extent that 
financial manipulation is a factor in con- 
centration of industry, the suggestions 
made above for protection of the prop- 
erty tight will also aid in protection of 
free competition. In addition, the fol- 
lowing suggestions would contribute to 
this end: 

1. The substitution of Federal incor- 
poration for state incorporation of pri- 
vate business; 

2. Legislation requiring uniform ac- 
counting methods for all corporations; 

3. Drastic limitation in the legal use 
of the holding company as a form of 
business organization; 

4. Special legislation to remove the 
investment trust from the field of in- 
dustrial control; 

5. Drastic reform of the patent sys- 
tem; 

6. The direct use of the tax system 
to strengthen essential economic institu- 
tions. 

This list is intended to be illustrative 
rather than a complete answer to the 
problem. A close examination of the 
program will disclose the possession of 
very sharp teeth. 

Federal incorporation would end com- 
petition between states to “mother” 
new corporations—a vicious practice 
that has resulted in the loss of most of 
the legal restrictions formerly control- 
ling the privilege of incorporation. e. 


Uniform accounting is essential for 
an intelligent control (or taxation) of 
corporate activity. The problem of im- 
proving corporate behavior is beset with 
almost insurmountable difficulties if ac- 
counts confuse rather than clarify. 

As to the holding-company device, no 
corporation should be permitted to hold 
stock in another corporation in the same 
business (or a closely allied type). If 
such a consolidation is considered de- 
sirable, a merger is the proper proce- 
dure. In the few cases where the hold- 
ing-company device may be defensible, 
the Federal Trade Commission should 
be given power to grant exceptions pro- 
vided that corporations making applica- 
tion agree to rules and regulations for- 
mulated by the Commission. 

The investment trust, divorced from 
industrial control, does have a justifiable 
place in our economy; we may profit 
here by a study of English experience. 

The reform of the patent system is a 
vital part of any attack upon monopoly 
power. Patents, like tariffs, are fertile 
mothers of trusts..* Very careful study 
should precede this reform. The answer 
probably lies in the direction of a com- 
pulsory license system, with the right of 
review of the contract in the courts. 

The place of the tax system in the 
program also requires careful research 
prior to action. The use of grants~-in- 
aid, the power to reduce tariffs, the use 
of tax exemption, and so forth, all illus- 
trate the powerful weapons that can be 
forged in defense of competition by an 
intelligent use of the tax system. 


RECAPITULATION 


To recapitulate, let us adopt a policy 
of vigorous defense of the institutional 
pattern of capitalism. Along with such 
a policy, the regulatory system of direct 
control can be utilized. But direct regu- 
lation will prove inadequate unless the 


° 18 See Floyd L. Vaughn, Economics of the 
Patent System, 1925. 
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institutions of capitalism are strength- and control by the indirect method of 
ened`at the roots. America must thus molding the institutional framework for 
choose between authoritary direction, the use of capital in enterprise. 


William W. Hewett, Ph.D., has been professor of 
economics and head of the Department of Economics 
at the University of Cincinnati since 1929. He was 
formerly a member of the faculty of the University of 
Pennsylvania. He is author of “The Definition of In- 
come and Its Application in Federal Taxation” 
(1925); “Rudiments of Economics” (1927); and 
(with Raymond T. Bye) “Applied Economics” (re- 
vised 1938). He is a member of the National Con- 
ference on Income and has written a number of articles 
in that field. 


The Frameéwork for the Use of Labor 


` 


By WiırLLam S. Hopxins 


N ANY industrial nation, the govern- 
ment must establish’ the framework 
within which labor, as a factor in eco- 
nomic enterprise, must function; and in 
any democratic nation, labor must play 
a large part in determining the nature 
of the government. The government 
thus establishes the pattern of labor ac- 
tivity, and at the same time its own pat- 
tern is largely established by labor. 
This is not a statement of two opposing 
propositions, but of two sides of the 
same proposition—that the forms of la- 
bor and the government are important 
determinants of each other. 

The working class (organized and un- 
organized) comprises the majority of 
the population. As a numerical ma- 
jority, it has a clear place in the struc- 
ture of government. Either it is per- 
mitted to express its collective will or it 
is suppressed by a dominant minority 
or its position is somewhere between 
these extremes. The extent to which it 
may express its will is a measure of 
the degree of democracy prevailing. If 
it possesses complete political freedom, 
to which is coupled sufficient economic 
freedom to render its political aspira- 
_ tions effective, then the numerical ma- 
jority may rule and complete democracy 
prevail. If, on the other hand, the will 
of a smaller but mightier group is sys- 
tematically imposed upon the working 
class, from which no deviation is per- 
mitted (as, for example, by the German 
National Socialist Party through its in- 
strument, the German Labor Front), 
then democracy is totally absent. Ad- 
herents to “the American way” are com- 
mitted to the former, or democratic, ar- 
rangément. 


UNITY AND DIVERSITY 


labor need not take alarm at the propo- 
sitions in the preceding paragraph, for it 
is seldom that the working class can 
unite to form a collective will which it 
can express. There are innumerable di- 


- vergences of opinion between the or- 


ganized and the unorganized, and be- 
tween different groups within each class. 
The wide variety, the vast number, and 
the frequency of these internal disagree- 
ments are well known. Only occasion- 
ally and on general propositions can the 
working class show any semblance of 
unity. Numerically, then, labor repre- 
sents a majority of the population, and 
in a democracy is entitled to rule. But 
it cannot rule because it cannot display 
a collective will. In the face of specific 
issues it divides, and must divide, as do 
all other large groups. 

These internal conflicts are essential 
and desirable: they are the lifeblood of 
democracy. Without frequent and audi- 
ble disagreements, without political an- 
tagonisms, and without “campaigns” 
and “drives,” democracy would wither 
and die; for it is by these processes that 
minorities seek to become majorities, 
and they may do so democratically only 
through “free trade in ideas.” This is 
true because in a democracy the indi- 
vidual and his ideas are all-important. 


STRONG GOVERNMENT 


It follows that a democracy may be 
represented by a strong central govern- 
ment. “Strong government” and “to- 
talitarianism” are not synonymous 
terms. The latter precludes the possi- 
bility of democracy, but strong govern- 
ment may often be its salvation. To- 
talitarianism, or “anti-democracy,” is 
characterized by a disregard for the 
Significance of the individual except as 


_ Those who fear the growing power df a unit to be used. Democracy admin- 
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istered by a strong central government 
may still exist as democracy, provided 
the individual is served, rather than 
dominated, by it. The difference be- 
tween totalitarianism and democracy, 
then, is not in the degree of centraliza- 
tion of the government, but in the atti- 
tude of that government toward the 
individual. For this reason, it is pos- 
sible that both democracy and indi- 
vidualism may conceivably reach their 
greatest fulfillment in a strongly cen- 
tralized and administered state—a co- 
operative unity. In other words, al- 
though individualism and collectivism 
may sometimes be opposites, they are 
not necessarily so. It is possible that 
the former may more fully develop un- 
der the protection of the latter. An 
orderly but centrally regulated economic 
society may yield more freedom for the 
individual than a so-called individualis- 
tic economy.* 

Labor, therefore, need not fear a 
strong central government, or even a 
program of economic planning. As a 
majority, it is composed of numerous 
minorities, each of which must be pro- 
tected in its right to try to become a 
coherent and united majority. This, in 
fact, is “the democratic process.” Since 
a strong government is required to pro- 
tect the civil rights of the minorities, it 
follows that a strong government is nec- 
essary to preserve democracy. And la- 
bor, as a majority composed of minori- 
ties, should ever be anxious to preserve 


1Lacordaire said: “As between the weak 
and the strong, liberty oppresses and law sets 
free.” Quoted in Gide and Rist, History of 
Economic Doctrines (New York: D. C. 
Heath), p. 262. On the same page, Louis 
Blanc is quoted as saying: “Because of this 
practice of defining liberty as a right, men 
have got into the habit of calling people free 
even though they are the slaves of hunger and 
of ignorance and the sport of every chance. 
Let us say once for all that liberty consists, 
not in the abstract right given to a man, but 
in the power given him to exercise and de- 
velop his faculties.” 


democracy. It must, in its own interest, 
resist the ominous growth of anti-democ- 
racy, or totalitarianism. 

In the development and maintenance 
of the democratic process, labor must 
have a voice and must assume a great 
responsibility. It must participate in 
the planning of a stable and orderly 
economy; it must submit to the limita- 
tions implicit in such planning. This 
planning must be broadly inclusive, and 
should cover at least the problems of 
employment, wages and hours, and col- 
lective bargaining. 


EMPLOYMENT 


In the first place, the function of gov- 
ernment in setting the framework for 
the use of labor will properly include 
provision for the fullest utilization of 
all available labor. The recurrence of 
severe unemployment is the greatest of 
our economic wastes. The waste is 
manifest not only in the necessary cost 
of supporting the unemployed, but also 
in the loss of their productive effort. 
Since such waste adversely affects the 
economic life of the entire nation, it is 
injurious to each individual, and it is 
therefore the responsibility of govern- 
ment, as the agent of the individuals, to 
do everything in its power to minimize 
unemployment. Unfortunately, the way 
to this goal is not clear. It therefore be- 
comes incumbent upon government to 
conduct slow and cautious experiments. 
Great care must be exercised whenever 
experiments with human beings are con- 
cerned, and undue haste must be 
avoided. But, as Professor Pigou ob- 
served, “gradualness implies action, 
and is not a polite name for standing 
still.” 2 

Our governmental experimentation in 
the reduction of the number of unem- 
ployed has thus far followed two general 
courses: the provision of incentives to 


2A. C. Pigou, Socialism versus Capitalism 
(London: Macmillan, 1937), p. 139. 
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private business to reduce unemploy- 
ment, and direct governmental action.® 
The state of Wisconsin pioneered in the 
former program, acting upon the belief 
that 

a sound system of unemployment reserves, 
contributions and benefits should induce 
and reward steady operations by each em- 
ployer, since he is in a better position than 
any other agency to share in and to reduce 
the social costs of his own irregular employ- 
ment.+ 


A number of other states are engaged in 
experimenting with variations of the 
Wisconsin plan. The idea is simple: the 
government offers a reduced premium 
rate to those employers whose efforts at 
stabilization result in a decrease of cas- 
ual or seasonal unemployment. In prac- 
tice, the inducement offered is too fre- 
quently insufficient to yield significant 
results, but the principle is not yet dem- 
onstrated to be unsound. There are fur- 
ther possibilities, in subsidies and in 
other types of appeal to the employer’s 
self-interest, which may have a substan- 
tial effect in reducing the volume of 
unemployment. 

Direct action by the government in 
reducing unemployment is well typified 
by the planning of public works. Al- 
though extremely complicated in detail, 
the general idea has been briefly and 
excellently stated by Professor J. M. 
Clark: “The general character of this 
program is one of compensating for the 
fluctuations of private business by the 
counter-fluctuations in the field of pub- 
lic expenditure.” ë This is long-range 
stabilization, perhaps over a period of 
from five to ten years, and is not to be 


3 Tt is not possible within the limits of this 
article to list all such activities by the Federal 
and state and local governments. Only a few 
representative samples will be cited. 

4 Text of Unemployment Compensation Act, 
1931, Wisconsin Legislature, 108.01, (2). 

5 John Maurice Clark, Economics of Plan- 
ning Public Works (Washington: Government 
Printing Office, 1935), p. 168. 


confused with emergency relief work. 
The government is always a large em- 
ployer, and may well devise ways of 
equalizing employment. That such 
plans will reduce the variations of em- 
ployment is unquestioned; that they 
will completely solve the problem of 
unemployment is impossible. But it 
appears inevitable that our government 
will be obliged to move further into this 
sphere of planning. And in the process, 
labor will be obliged equally to partici- 
pate in the planning, and to submit to 
such plans as may appear to be in the 
public welfare. l 
Dictatorships have been scornful of 


. democracy’s inability to solve the prob- 


lem of unemployment. Democracy must 
solve this problem if it is to survive. 
Thus far, only the first faltering steps 
have been taken toward establishing this 
framework for the use of labor. But it 
seems clear that the increasing complex- 
ity and interdependence of business en- 
terprise will render our traditional eco- 
nomic anarchy impracticable in ‘the 
future. 


WAGES AND Hours 


Government has also been obliged to 
set a framework of wages and hours. 
Although positive action is relatively 
new, even the negative action by govern- 
ment in our early history provided one 
sort of framework. In the Philadelphia 
Cordwainers’ case of 1806, the English 
common law was applied and the de- 
fendants were found “guilty of a com- 
bination to raise their wages.” ° The 
framework set by government at that 
time was not, strictly speaking, laissez 
faire, but was rather a rigid guarantee 
to the employer of noninterference by 
employees in the determination of labor 
policies. The government interfered 


€ John R. Commons and others (Eds.), 
Documentary History of American Industrial 
Society (Cleveland: Clark and Co., 1910), Vol. 
III, p. 236. 
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only to prevent the employees from in- 
terfering. Gradually, over the interven- 
ing years, government has come to pro- 
tect the human rights of labor, as it 
must if it is to be a democratic govern- 
ment. 

In the determination of specific wage 
scales, as such, government need take no 
part beyond assuring a fair field and a 
clear track. Until a nation has moved 
far on the road to collectivism, detailed 
wage scales for the numerous grades of 
labor should be the product of collective 
bargaining rather than of legislative ac- 
tion. 

Minimum wages and maximum hours, 
on the contrary, are quite properly the 
subject of governmental concern in any 
form of democratic state. At first 
glance it appears that such regulation 
(as may be typified by the Fair Labor 


Standards Act of 1938) is an interces-° 


sion in favor of the employee, in the 
perennial conflict between employer and 
employee. More careful study, how- 
ever, reveals that it is really an inter- 
cession between two groups of em- 
ployees. Minimum wage regulation is 
not so much a device for protecting a 
group of employees from their employer 
as it is for protecting them from another 
group of employees. Within the whole 
labor population are groups which, 
through organization, have been able to 
establish wage scales for themselves. If 
they are skilled or semiskilled workers 
possessed of a sound union structure, 
they can adequately defend their own 
. wage scales and their working day. 
Minimum wage and maximum hour Jaws 
do not concern them. But there are 
other groups, relatively unskilled, which 
have by sacrifice and struggle built up 
a, fragile unionism and a reasonable 
wage and hour structure. This struc- 
ture may easily be (and usually is) 
wrecked by the competition of “cheap 
labor”—drifters and the unemployed 
thrown off by other industries. It is 


this group that drives the remainder of 
the unskilled working population into 
substandard living, with all the social, 
psychological, moral, and physical hor- 
rors attendant. The public interest is 
apparent, and government (both na- 
tional and state) is therefore. obligated 
to prevent this disastrous undercutting 
of wages. It is a clear part of the duty 
of government to further public welfare 
and to protect public health and morals. 
Adequate and effective minimum wage 
legislation is necessary to this end. 


COLLECTIVE BARGAINING 


It has been suggested above that wage 
scales above the minimum should be 
established by collective bargaining, and 
that the government’s sole task is to 
provide “a fair field and a clear track.” 
In the ‘performance of this duty, the 
government must act as an umpire. It 
must guarantee all participants an equal 
start and fair competition. For this rea- 
son, the basic principle of the National 
Labor Relations Act of 1935 is thor- 
oughly sound, and logically fits into the 
framework which government must es- 
tablish for the use of labor. It is one- 
sided, of course, but only to offset a 
clear advantage long possessed by the 
other side. When, in a race, one partici- 
pant is handicapped, the umpire issues 
a one-sided ruling designed to offset 
that handicap. 

Beyond its normal duty of policing, 
the government cannot safely or prop- 
erly resort to coercion. Except in the 
punishment for crime, which it defines 
in advance, government may not engage 
in arbitrary compulsion and remain 
democratic. But mass coercion of this 
type is not only improper, it is ineffec- 
tive. Business itself is beginning to 
realize this.” Proposals for compulsory 


T See, for example, the report of the City 
Club of New York on “Certain Aspects of 
Labor Union Responsibility and Control” 
(1937), and the report of the Commonwealth 
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arbitration and all other resorts to force 
must eventually be discarded as vicious 
and unworkable. To the advocates of 
coercion, one can give only one piece of 
advice: Read the history of the world, 
which history is replete with the ulti- 
mate failures of arbitrary mass coercion. 

No law can prevent quarrels between 
husbands and wives, or between em- 
ployers and employees. Government 
cannot hope to prevent labor disputes 
any more than it can hope to prevent 
marital quarrels. It may, however, es- 
tablish a mechanism whereby labor dis- 
putes may reasonably be expected to 
reach amicable settlement. Since peace- 
ful and enduring settlements are reached 
only through that process of negotiation 
and conciliation known as collective bar- 
gaining, the function of government is 
to provide that this process shall operate 
freely. To this end, it must guarantee 
the rights of collective bargaining to 
both employers and employees. The 
rights of employers to organize for this 
purpose have never been limited in the 
United States, and it is remarkable that 
they have been so slow in taking advan- 
tage of this privilege. The correspond- 
ing rights of workers have been curtailed 
in many ways, and only recently has the 
government moved directly to guarantee 
those rights. That it must do so is part 
of its destiny in a democracy. 


Club of California, San Francisco, on “Funda- 
mental Rights of Employers and Employees” 
(1939). 


LABOR AND GOVERNMENT 


A definitive framework for the use of 
labor, planned by a strong central gov- 
ernment, is not only compatible with 
democracy, but is necessary to it. The 
principles of American liberty demand 
a policing in the interests of individuals 
and of minorities which constantly, and 
rightly, seek to become majorities. 

In summary, the framework which 
government must establish may be ex- 
pected to include the following gen- 
eral propositions: Government is obliged 
to do everything in its power, not in- 
consistent with the remainder of its 
program, to reduce the volume of un- 
employment. For those who are unem- 
ployed in spite of these efforts, it must 
provide adequate security. For those 
who are employed, it must also offer 
certain guarantees. It must protect the 
workers at the lower end of the eco- 
nomic ladder through the establishment 
of minimum wages and maximum hours. 
Beyond that, it must assure equal rights 
of collective bargaining for the deter- 
mination of specific wages, hours, and 
working conditions. In this way lies 
industrial democracy, which is a neces- 
sary component of political democracy, 
and therefore of true Americanism. It 
is said that an ideal is by definition un- 
attainable. But it is incumbent upon 
us to move in the direction by which 
we may hope to approximate this 
ideal. 
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Government as a Source of Economic Information 


By LowELL J. CHAWNER 


T IS frequently observed that the 
methods of producing the goods and 
services which we use and enjoy have 
outpaced our understanding of the social 
processes by which they are made pos- 
sible. We can transform wood into 
draperies, and know how to use the 
nitrogen of the air in the manufacture 
of chemicals to enrich the soil. But our 
knowledge of the precise effect which 
changes in interest rates have upon pri- 
vate investment or of the relations be- 
tween the prices and the demand for 
many commodities is still of a hypo- 
thetical and unsatisfactory kind. 

Before entering into a discussion of 
the manner and extent to which the gov- 
ernments of modern states may serve as 
a source of information and otherwise 
aid in the enlargement of economic un- 
derstanding, it may be of interest to 
note briefly some of the activities of 
governments in the past in the compila- 
tion of data of an economic and related 
social character. 


HISTORICAL SKETCH 


The compilation by the state, for ad- 
ministrative purposes, of information 
upon its man power and resources ap- 
pears to be as old as orderly government 
itself. Elaborate records discovered in 
the ruins of Babylon indicate that a sur- 
vey of the lands and produce of that 
early empire was made during the fourth 
millennium B. c. Many centuries later 
the institution of the census became an 
integral part of the mechanism of the 
government of Rome, apparently from 
the early days of the republic through 
the empire. Over at least part of that 
long period, the Roman census appears 
to have been made regularly every five 
years. Few such enumerations appear’ 
to have been made during the Middle 
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Ages. It is not surprising that the ex- 
ceptions which are most notable, the 
Breviary of Charlemagne in the year 
808 and the Domesday survey ordered 
by William the Conqueror in 1085, were 
made under strong rulers. The latter, 
some of the records of which have been 
preserved, was a cadastral survey of 
nearly all the English counties under 
Norman control, and contained the 
names of the chief landowners by minor 
subdivisions, the extent and value of 
estates, and the number of tenants, ser- 
vants, and livestock. 

The decline of feudalism and the es- 
tablishment of modern states in Europe 
were accompanied by an increasing 
number of compilations of simple data 
upon land and man power. From the 
fourteenth to the eighteenth century the 
assumption of absolute power by the 
state over economic affairs, notably in 
France and England, was accompanied 
by a further extension of information 
upon imports, exports, agriculture, and 
finance. As in the earlier enumerations, 
both in ancient times and in the Middle 
Ages, these compilations were generally 
limited to information required in the 
processes of government and were 
largely for the secret use of the sov- 
ereign and his advisers. 

The extent to which economic and 
related information has been secured by 
government in any period reflects, with 
few exceptions, the then accepted func- 
tion of the state. When organized gov- 
ernment has been responsible only for 
the national defense and the mainte- 
nance of law and order, simple infor- 
mation in most cases has proved ade- 
quate for these elemental purposes. A 
widening acceptance by the state of a 
responsibility for the welfare of its citi- 
zens—their health, sustained employ- 
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ment, and standards of living—has 
greatly increased the scope of its activi- 
ties in the compilation and dissemination 


- of demographic, economic, and other so- 


cial statistics. 

This advance in modern times in gov- 
ernmental responsibility for the com- 
pilation of information has experienced 
some halting acceptance. One of the 
examples of an effort to obtain periodic 
economic and social statistics, which to- 
day:seems quite amusing, is reported in 
the Debates of the English Parliament 
for the year 1753. In that year a bill 
was brought in “for taking and register- 
ing an annual account of the total num- 
ber of people, and of the total number 
of marriages, births, and deaths, and 
also a total number of poor receiving 
alms from every parish and extraparo- 
chial place in Great Britain.” * This 
measure, which today seems quite inof- 
fensive, was opposed with almost right- 
eous:zeal by William Thornton, a Mem- 
ber for York, who contended: 


... I did not believe that there had been 
any set of men, or, indeed, any individual 
of the human species so presumptuous, and 
so abandoned, as to make the proposal 
which we have just heard, .. . An annual 
register of our people will acquaint our 
enemies abroad with our weakness, and a 
return of the poor’s rate, our enemies at 
home with our wealth. ... As to myself, 
I hold this project to be totally subversive 
of the last remains of English liberty, . . . 


In spite of Mr. Thornton’s eloquence 
and a strong opposition in the House of 
Commons, and following an extended 
debate, the measure was finally passed 
in that body, but was defeated upon a 
second reading in the House of Lords. 


1 The History, Debates, and Proceedings of 
Both Houses of Parliament of Great Britain 


from the Year 1743 to the Year 1774, printed - 


for J. Debrett in 1792, Vol. III, pp. 144 et seg. 
Also reported in the Parliamentary History of 
England From the Earliest Period to the Year 
1803, printed by T. C. Hansard in 1813, Vol. 
XIV, p. 1318. 


Consequently, it was not until 1801 that 
an enumeration of population and dwell- 
ings was made in England. 

Also in France during the ancien 


- régime a complete census, which had 


been urged from time to time by a 
number of prominent persons, was char- 
acterized by the Socialist Saint-Simon 
as one “of these impious enumerations 
which have always outraged the Creator 
and drawn the weight of His hand on 
those who have had them made... .”? 
Singularly, after the Revolution, the 
Constituent Assembly undertook with 
enthusiasm, if not with ability fully to 
execute its objectives, a plan for the 
complete enumeration of the people of 
France. Notwithstanding these and 
similar delays, great changes have taken 
place since that time in the scope of 
information upon economic and’ other 
subjects compiled and made available 
by government. 


Purposes SERVED BY ECONOMIC 
INFORMATION 


There is implied in the preceding par- 
agraphs a distinction between the in; 
formation assembled by government for 
purposes of efficient administration, and 
such information for the private use of 
its citizens. The former appears to be 
contemporaneous with organized govern- 
ment, and an essential corollary of it. 
The latter is an aspect of the widening 
social responsibility of the state, the de- 
velopment of the modern exchange or 
business economy, and the belief that it 
can be understood, if not fully con- 


2 Memoires by de Boislile. Quoted by M. 
Fernand Faure in The History of Statistics, 
Their Development and Progress in Many 
Countries (New York: The Macmillan Co., 
1918), p. 259. In this sweeping statement 
Saint-Simon undoubtedly had reference to the 
Biblical account of the pestilence inflicted upon 
the people of Israel following the enumeration 
«equired by King David, but overlooked an 
earlier enumeration in the time of Moses which 
was made without any dire consequences. 


GOVERNMENT AS A SOURCE OF ECONOMIC INFORMATION `’ 49 


trolled, by careful observation and anal- 
ysis of its structure and behavior. 

The place of statistics in this process 
for both governmental and private use 
has been advanced with unrestrained 
enthusiasm by a former president of the 
American Statistical Association in an 
assertion that “the Science of Statistics 
is the chief instrumentality through 
which the progress of civilization is now 
measured and by which this develop- 
ment hereafter will be largely con- 
trolled.” ® In small communities, par- 
ticularly in pioneering societies largely 

. dependent upon their own energy and 
resources, it is possible by personal 
knowledge to understand the individuals 
and the economic and other social prob- 
lems of such communities sufficiently for 
the purposes of orderly government. In 
large modern states, direct personal 
knowledge of 130,000,000 people, or 
even a much smaller number, is clearly 
impossible, and, as Dr. North has sug- 
gested, their problems must be stated in 
statistical terms. This is true of nearly 
all aspects of government, ranging from 
the promotion of health and the control 
of crime to problems of an economic 
character more strictly defined. 

Recent years have brought forth 
many advocates of the planning of eco- 
nomic progress. The essential requisite 
of planning is the giving of careful 
thought to the future before starting 
upon a course of action. Unfortunately, 
the careful appraisal of proposed legis- 
lation and administrative action requir- 
ing the measurement and analysis of 
economic and social forces frequently 
has seemed too slow and has been dis- 
carded in favor of the trial-and-error 
method. Individual business men or 
experimenters in laboratories may ven- 
ture to use a method of trial and error 
without great risk to society. Such a 


3S. N. D. North, “Seventy-five Years of 
Progress in Statistics: Outlook for the Fu- 
ture,” History of Statistics, op. cit., p. 15. 


plan on a national scale, however, may 
be an unnecessarily hazardous venture 
involving the risk of great’ hardship to 
those whose welfare it is intended to 
improve. Economic science at its pres- 
ent state of development manifestly can- 
not assure complete understanding as a 
basis for public action, but reasonable 
men must agree that an essential corol- 
lary to the broadening economic func- 
tions of government is the necessity for 
bringing to the direction of these activi- 
ties the most adequate information and 
the ablest practical judgments available 
in modern society. 

It is practicable here only to suggest 
a few of the types of information used 
in the administration of a large modern 
democratic state. The exploitation of 
a nation’s resources, its land, forests, 
mines, and water power, can be under- 
taken intelligently only with the aid of 
data upon the extent of these resources, 
the rate and character of their present 
exploitation, and the prospective de- 
mand for them in the future. In a 
number of countries today as much as 
one-fourth of the total disbursements 
of income to individuals is channeled 
through government. The administra-. 
tion of the measures for securing the 
revenues to meet these responsibilities 
and the making of the necessary dis- 
bursements is a problem of great mag- 
nitude which must be based upon ac- 
curate information from nearly every 
phase of economic life. The regulation 
of utilities monopolistic in character or 
otherwise affected with a public interest, 
the regulation of commerce to the end 
of securing fair trade practices, the con- 
trol of money and credit, and similar 
broad economic functions, require ade- 
quate, pertinent, and concise statistical 
and related information. The admin- 
istrative responsibilities of the state thus 
remain one of the principal functions to 
be served by the compilation of eco- 
nomic information by government. 
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USES BY PRIVATE INDIVIDUALS 


The consumption of government sta- 
tistics and other economic information 
by private individuals in any great 
magnitude is a comparatively recent 

. phenomenon. Such information com- 
piled and disseminated by government 
has been helpful to business men in dis- 
covering the most active markets for 
their products and in analyzing the 
nature of the fluctuations in prices, in 
production, and in the demand of con- 
sumers. The informational services of 
government may also be used by pri- 
vate individuals and corporations in the 
choice of employment and investment 
opportunities. In the United States, 
such statistical and other economic 
services have expanded notably since 
the World War. Some of the limitations 
as well as the uses of information of this 
character, with special reference to eco- 
nomic fluctuations, are discussed briefly 
in the following paragraphs. 

The increasing extent to which each 
person in modern economic society de- 
pends upon his fellows for the goods 
and services which he needs and uses 
and enjoys, the increasing proportion of 
these goods and services which are post- 
ponable in character, and the widening 
scope of the economic functions of gov- 
ernment in which millions of people act 
collectively, have all tended to increase 
the violence of the fluctuations in eco- 
nomic activity. Individuals and govern- 
ments both make mistakes. If a large 
portion of the community acts simul- 
taneously, as the increasing group action 
of large numbers of people in recent 
years would indicate to be likely, the 
effects of any mistakes which they make 
will be greater than they would be if 
there were more skeptics in good times 
and more venturesome persons in a pe- 
riod of depression. Also, much of the 
“economic information” in the nature 
of forecasts of general business, sonfe- 
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times correct and sometimes erroneous, 
or “barometers” such as the quoted 
prices of securities upon public ex- 
changes, instead of alleviating these fluc- 
tuations, doubtless has tended to aggra- 
vate them. Consequently, as long as 
economic life is influenced by the 
weather, war, uneven technological 
change, unequal rates of increase in 
births and families, changes in customs, 
and by the fallible judgment of indi- 
viduals and government, some fluctu- 
ations in economic life appear inevitable. 

Notwithstanding these difficulties, it 
is believed that adequate information 
upon certain types of business may have 
a salutary effect in the moderation of 
economic fluctuations. Also, as the na- 
ture of economic fluctuations becomes 
more fully understood, government can 
do much to lessen the hardship of their 
incidence upon individual members of 
society. 

The actual consumer demand for 
many commodities is comparatively 
steady. The orders of business men 
based upon their appraisal of the pro- 
spective demand for their products ap- 
pear to fluctuate more widely. These 
changes in the forward calculations by 
business men have marked and cumu- 
lative effects upon activity in the sub- 
sequent stages in the processes of dis- 
tribution, production, and extraction. 
More accurate and prompt information 
upon consumer demand, inventories, 
prices, and production, together with a 
temperance of forward views which may 
be expected to result from a better 
understanding of economic behavior, 
would appear likely to lessen the mis- 
calculations and the subsequent fluctua- 
tions which otherwise might be expected 
to occur. 

In some manufacturing industries a 
period of approximately two years ap- 
pears to elapse during a cycle beginning 
‘with the discovery that inventories are 
low and that current production is in- 
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adequate to meet consumer demand, 
through a period of changes in produc- 
tion plans and successive advances in 
operations to a point where production 
exceeds current consumption, thence 
shortly to an observation that substan- 
tial inventories have been accumulated, 
after which rates of production are 
sharply curtailed, ending in a discovery 
similar to that existing when the cycle 
began. This traditional account ap- 
pears to describe realistically what hap- 
pens in a number of industries. More 
complete current information made 
available promptly to all producers in 
such an industry would appear to be 
very useful in lessening the violence of 
these fluctuations. 

The moderation of short-run fluctua- 
tions in production which may be pos- 
sible with the aid of adequate informa- 
tion upon current activity in particular 
commodities, however, cannot be hoped 
for in connection with the violent fluctu- 
ations in demand resulting from war and 
other catastrophic social changes. In 
such situations individual business men 
guided by the “invisible hand” of self- 
interest, in which Adam Smith placed 
great reliance, cannot be depended upon 
to assure economic stability. 

The large increase in marriages after 
the World War, and the farm to city 
migration resulting from the lessened 
demand for a number of agricultural 
products which followed the signing of 
the Armistice in 1918, greatly increased 
the demand for houses in urban areas in 
the United States. This situation illus- 
trates the type of fluctuations which 
cannot be completely controlled even 
with the aid of full knowledge and un- 
derstanding. Following this increase in 
families, an expansion of home-building 
to meet the current demand was impera- 
tive. The acute shortage which oc- 
curred, reaching a peak in 1923, was 
ameliorated only after several years of 
intense building activity. A rapid ex- 


pansion in residential building from 
1918 to 1925 and a subsequent sharp 
decline would appear to have been 
almost inevitable in a free economy. 
To be sure, some of the ill-advised ex- 
pansion which occurred after 1925 could 
have been obviated if more complete 
information had been available at that 
time upon market conditions and the 
prospective demand for houses. The 
major fluctuations, however, arose from 
demand conditions which private busi- 
ness men could not have prevented no 
matter how well informed they might 
have been. 


RELATION TO NONGOVERNMENTAL 
RESEARCH AGENCIES 


In spite of the dependence upon gov- 
ernment by private individuals who have 
neither the resources nor the authority 
to collect, compile, and analyze infor- 
mation which is required as the basis 
for the intelligent understanding of eco- 
nomic problems, government cannot be 
relied upon exclusively to provide this 
information and analysis. Also, in a 
representative democracy private re- 
search and informational services can 
serve as a wholesome check upon the 
possible mistakes of majority groups 
charged from time to time with the re- 
sponsibility of government. Fortu- 
nately, many private statistical services, 
trade associations, and endowed research 
organizations in the United States are 
efficiently performing statistical and 
other economic functions relating to the 
problems of many industries and to the 
general public welfare. 

Economic researches in the past, par- 
ticularly quantitative studies, have been 
greatly handicapped by the necessity 
which has been imposed upon them to 
justify such investigations on the basis 
of their immediately demonstrated util- 
ity. In this regard, private research 
foundations with greater freedom for the 
ptrsuit of pure knowledge fill a gap 


. 
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which government cannot be expected to 
meet adequately. Thus, with some ex- 
ceptions, privately endowed research bu- 
reaus and foundations must be depended 
upon to pioneer the course and chart the 
frontiers of new areas of economic un- 
derstanding. 


INFORMATIONAL SERVICES OF GOVERN- 
MENT IN THE UNITED STATES 


In the century and a half during 
which the United States has grown from 
a few seacoast towns, large plantations, 
and frontier outposts to a great inter- 
dependent economic society of 130,000,- 
000 people, our informational services 
also have expanded rapidly. The enu- 
meration of population required by the 
Constitution and first made in 1790 has 
the distinction of being the oldest peri- 
odic census that has been continued up 
to the present time. This enumeration 
was made primarily for the apportion- 
ment of the members of the House of 
Representatives among the several 
states, but also was in a form suitable 
for determining the man power of the 
country from a military point of view. 
The first census included a simple count 
by households of white males sixteen 
years of age and over, white males un- 
der sixteen, white females, all other free 
persons, and slaves. In addition to the 
enumerations provided by the Consti- 
tution, some economic statistics were 
compiled annually by the Federal Gov- 
ernment almost from the beginning, in- 
cluding those upon imports and exports, 
the registered tonnage of American ves- 
sels employed in foreign trade, the sale 
of public lands, the postal service, the 
minting of money, public revenue, pub- 
lic debt, and the expenditures of the sev- 
eral departments. These statistics are 
of very simple character, with the pos- 
sible exception of the data upon imports 
and exports, which are shown in con- 
siderable detail.* 

4 The most complete publication which te- 
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With the exception of some informa- 
tion upon the value of principal types of 
manufactures by states included in the 
Census of 1810, few outstanding changes 
were made in the information of an eco- 
nomic character compiled by the Fed- 
eral Government during the first fifty 
years of its existence. In 1840 the 
United States Marshals, who were re- 
sponsible for the making of the decen- 
nial census, were directed by Congress 
to “return in statistical tables . . . all ` 
such information in relation to mines, 
agriculture, commerce, manufactures 
and schools, as will exhibit a full view 
of the pursuits, industry, education, and 
resources of the country.” * The Amer- 
ican Statistical Association found it nec- 
essary to call attention to the serious 
inaccuracies of this particular enumera- 
tion. The subsequent Census of 1850 
retained the breadth of scope of the pre- 
ceding undertaking, was much more 
carefully done, and for the first time 
roughly approximated present censuses 
in scope and reliability. 

The establishment of a Bureau of Sta- 
tistics in 1866, the publication of the 
first Statistical Abstract in 1878, the use 
of the Hollerith electric tabulating ma- 
chines in 1890, the compilation of ex- 
tensive price statistics by the Senate 
Finance Committee under the chairman- 
ship of Senator Aldrich in 1892, and 
the establishment of a permanent census 
office in 1902 mark a few of the out- 
standing steps in the development of 
informational services by the Federal 
Government. Probably the most rapid 





ports the governmental statistics of this period 
is Statistical Annals of the. United States of 
America from 1789 to 1818, by Adam Seybert, 
published by Thomas Dobson and Son, Phila- 
delphia, 1818. 

5 Quoted by John Cummings in an article 
on “Statistical Work of the Federal Govern- 
ment of the United States,” History of Statis- 
dics, op. cit, p. 672. Also see W. S. Rossiter, 
A Century of Population Growth, Washing- 
ton: Government Printing Office, 1909. 
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advance in the compilation of economic 
information on a frequent periodic basis 
came at the time of the World War. 
Within a few months the Federal 
Government will be actively engaged 
in making the Sixteenth Census of Pop- 
ulation in the United States, to which 
there will be added for the present year 
1939, the most complete compilation of 
information upon manufacturing, min- 
ing, agriculture, wholesale and retail 
trade, construction, service establish- 
ments, and other types of business that 
has ever been made for any people. In 
this brief paper it is not possible to 
describe the extensive informational 
services of the Federal Government ° 
and of the labor, taxation, banking, in- 
surance, and industrial boards and com- 
missions in many states. For detailed 
information the reader is referred to the 
treatises and technical monographs 
which are available upon this subject.’ 


6 Such as those of: Bureau of Agricultural 
Economics, Bureau of the Census, Bureau of 
Foreign and Domestic Commerce, Bureau of 
Labor Statistics, Bureau of Mines, Bureau of 
Internal Revenue, Board of Governors of the 
Federal Reserve System, United States Tariff 
Commission, Federal Trade Commission, 
Comptroller of the Currency, Federal Power 
Commission, United States Civil Service Com- 
mission, Social Security Board, Securities and 
Exchange Commission, National Resources 
Committee, and many others. In a recent 
directory of Federal Statistical Agencies the 
Central Statistical Board lists more than eighty 
separate bureaus or independent agencies en- 
gaged in statistical work, in nearly all cases 
involving functions of an economic character. 

TThe most complete but now somewhat 
out-of-date study on this subject is: Laurence 
F. Schmeckebier, The Statistical Work of the 
National Government, 545 pages, the Institute 
for Government Research, now a part of the 
Brookings Institution, 1925. Service mono- 
graphs upon a large number of bureaus and 
commissions also have been prepared by the 
Institute for Government Research. The most 
recent study of this nature is a report by the 
National Resources Committee upon Research 
—A National Resource, 1, Relation of the Fed-, 
eval Government to Research, Government 
Printing Office, 1938. The Journal of the 
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NEEDED IMPROVEMENTS 


Notwithstanding the progress which 
has been made in the analysis of 
economic information in the United 
States, government officials and private 
business men today frequently have at 
their disposal extensive statistical data 
upon many subjects but no systematic 
formulation of the relations between 
these data which they may use for pur- 
poses of practical administration. This 
situation suggests one of the most urgent 
needs at the present time in the de- 
velopment of economic understanding, 
namely, the detailed scientific analysis 
of particular aspects of the structure and 
behavior of our business economy. 

The practical drafting of tax meas- 
ures, for example, requires a knowledge 
not only of past revenues by sources of 
revenue, but also an understanding of 
the relations between a particular form 
of tax, probable levels of economic ac- 
tivity, other taxes, and the prospective 
revenue from the particular proposal. 
Wise public policy also requires that 
consideration be given to the effect 
which a particular tax will have upon 
prices, production, profits, and employ- 
ment. Similarly, it is of interest to a 
business man to have a historical record 
of the prices and the production of the 
commodities in which he deals; but of 
far greater value to him is an under- 
standing of the precise relationships 
which exist in economic society between 
the consumer demand for such com- 
modities and the various economic fac- 
tors which influence that demand. 

This detailed analysis of the structure 
and behavior of particular segments of 
the business economy is not a simple 
task. However, if economic society ever 





American Statistical Association and the Jour- 
nal of the American Marketing Association also 
report from time to time current developments 
in the informational services of government 
and private research agencies. 


$ 
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is to be adequately understood, there . 


must be applied to its many parts as 
diligent, painstaking observation and 
analysis, and as keen a search for pure 
understanding as have been directed in 
abundance to the study of physics, 
chemistry, biology, and the medical sci- 
ences. 

In addition to the analysis of eco- 
nomic relationships mentioned above, 
there are several types of statistical in- 
formation upon which present knowl- 
edge is particularly inadequate. The 
following illustrations are drawn from 
widely different fields: Estimates of the 
annual increments in families, although 
not now regularly compiled, are needed 
in connection with many studies of con- 
sumer demand.® Statistics upon bank- 
ing and similar credit agencies at present 
are available in a form suitable for the 
administration of these agencies; but 
for purposes of more general economic 
analysis, additional measures of credit 
by types of borrowers and in terms of 
prospective economic uses are essential. 
The Federal and many of the state gov- 
ernments recently have engaged upon 
programs providing for unemployment 
benefits and old-age pensions. The in- 
telligent administration of these and 
similar measures for improving human 
. welfare requires much more accurate 
and complete information upon indi- 
vidual and family incomes, the cost of 
living, and patterns of consumption at 
different levels, than are now available. 

For a few commodities, data are 
available at the principal stages in their 
fabrication and distribution. For most 
commodities, however, monthly or quar- 
terly statistics, particularly upon pro- 
duction, inventories, shipments, and 
sales, are quite inadequate for purposes 


8See Residential Building: An Analysis in 
Terms of Economic and Other Social Influ- 
ences, prepared by the author for the National 
Resources Committee, “Housing Monograph 
Series,” No. 1. s 


THE ANNALS OF THE AMERICAN ACADEMY 


of appraising general business trends. 
The subjects mentioned above mani- 
festly are only a few examples from the 
many problems of current economic so- 
ciety upon which data are inadequate 
for purposes of economic understanding. 

A third improvement in the informa- 
tional services of the government in the 
United States which offers substantial 
possibilities in the enlargement of under- 
standing at moderate cost, is the de- 
velopment of methods for obtaining 
needed statistical measures by the use 
of carefully selected samples rather than 
by complete enumeration. In this re- 
gard we can benefit from the experience 
of other countries, particularly Sweden, 
and from the methods of measuring pub- 
lic opinion recently developed in the 
United States. 

The attention which economists today 
are giving to these three possible ave- 
nues of improvement—the analysis of 
relationships, the filling of outstanding 
gaps in economic statistics, and the de- 
velopment of new techniques for secur- 
ing basic information—promises for the 
near future important contributions to- 
ward the understanding of economic so- 
ciety. 


SUMMARY 


In discussing government as a source 
of economic information we have called 
attention to some of the limitations as 
well as to the essential nature of this 
function of government. 

It has been emphasized that for pur- 
poses of public administration informa- 
tional services have never been some- 
thing apart, but in all periods have been 
an essential corollary of government it- 
self. The extent to which regulatory 
and proprietary functions should be as- 
sumed by the state does not fall within 
the scope of this paper. But no matter 
what the extent of these functions may 

*be, adequate information upon them is 
clearly an integral part of the govern- 
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mental process. Particularly during the 
past three decades, both regulatory and 
proprietary functions of government in 
the United States have increased more 
rapidly than has our knowledge of eco- 
nomic behavior. The uncertainty and 
bewilderment which has characterized 
both government and private business 
during the latter part of this period may 
be attributed in considerable measure 
to this lack of understanding. The 
prompt development of such under- 
standing is essential if the increasing 
economic responsibilities which have 
been assumed by the Federal, state, and 
municipal governments during the past 
three decades are to prove successful. 

Economic information supplied by 
government today may provide the basis 
for the broad general calculations of 
business men, and frequently is helpful 
in the discovery of improved markets 
for the products of private industry. 
Such information also may be helpful 
in moderating economic fluctuations, but 
it is believed that there are limitations 
upon the extent to which private indi- 
viduals, no matter how well informed, 
may be able to control these fluctua- 
tions. 

It has been further observed that 
there is needed today not so much an 
addition to our already abundant gen- 
eral statistics as the precise analysis of 
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the structure and behavior of economic 
society and the application of sharper 
and less expensive techniques of meas- 
urement. 

Economic studies of wide scope must 
for the most part be undertaken by gov- 
ernment, but privately endowed founda- 
tions with their relative freedom from 
the inertia and the necessary checks and 
balances of a representative democracy 
can greatly assist in the exploration of 
uncharted areas and thus in advancing 
the development of economic under- 
standing. 

In many countries, people with an 
eagerness to work and to enjoy the 
fruits of labor find themselves in a soci- 
ety willing but ill prepared to utilize ef- 
fectively newly discovered resources, 
technical knowledge, capital, and human 
skills. In the United States we are per- 
plexed by an abundance in nearly all the 
factors of production. The conclusion 
seems inescapable that a major responsi- 
bility of the modern state is the develop- 
ment of an accurate understanding of 
the behavior of the various institutions 
which have been established for the or- 
dering of economic society, and the sys- 
tematic appraisal of the manner in 
which this abundance in the factors of 
production can be made to serve most 
effectively man’s convenience and enjoy- 
ment. 
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Government Support of Economic Interests Abroad 


: S 
By Ernest Minor PATTERSON 


TIS a far cry from 1776 when Adam 
Smith could limit government to the 
performance of but threé duties: 


I. The duty of. protecting the society 
from the violence and invasion of other 
independent societies; 

H. The duty of protecting, as far as pos- 
sible, every member of the society from 
the injustice or oppression of every other 
member of it, or the duty of establishing 
an exact administration of justice; and 

TII. The duty of erecting and maintain- 
ing cértain public works and certain public 
institutions, which it can never be for the 
interest of any individual, or small number 
of individuals, to erect and maintain, be- 
cause the profit could never repay the ex- 
‘pense to any individual or small number of 
- individuals, though it may frequently do 
much more than repay it to a great soci- 
ety? 


How views and practice have changed 
is vividly illustrated by the appearance 
of this volume of THE Annars and by 
the inclusion in it of this article on the 
proper role of government in the sup- 
port of economic interests abroad. Said 
Adam Smith: “All systems either of 
preference or of restraint, being thus 
completely taken away, the obvious and 
simple system of natural liberty estab- 
lishes itself of its own accord.” But 
only a few years ago G. D. H. Cole, also 
a British economist, could write without 
fear of contradiction: “It looks today as 
if the Victorian epoch of Jaisser-faire 
were but a brief interlude between two 
long periods of collective regulation.” 


EXPANSION OF GOVERNMENT 
FUNCTIONS 
Hardly had the general idea of laisser- 
faire been accepted in practice and thor- 


1 Summarized from The Wealth of Nations, 
Book IV, Chap. IX, ë 
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oughly established in theoretical discus- 
sion when the movement was reversed. 
Functions of government have been ex- 
panded, both extensively and inten- 
sively. Thought has lagged behind 
practice, but today there are few who 
give more than the most perfunctory lip 
service to the limitations so confidently 
set forth one hundred and fifty years 
ago. 

This increase of government activities 
has not been limited to internal affairs 
but has been extended far beyond the 
national borders. Discussion of the ti- 
tle of this paper can be most helpful if 
we notice, first, some of the reasons why 
governments have extended their con- 
trols beyond their own national frontiers 
and, second, some of the conditions of 
the twentieth century which are chal- 
lenging the policies of the last hundred 
years. It may then be possible to haz- 
ard a few observations regarding proper, 
policies for the near future. 

We may start with the obvious state- 
ment that modern life is increasingly 
complex. This manifests itself in the 
greater amount of economic interde- 
pendence of each part of the world upon 
every other part for foodstuffs, for raw 
materials, and for markets. An indus- 
trial establishment in any one country, 
e.g, Belgium, can maintain continuous 
operation only if it can regularly receive 
the raw materials it uses and if the prod- 
ucts it manufactures can be sold outside 
the country in steady volume. The peo- 
ple of Belgium—some 700 per square 
mile—are very definitely dependent on 
this. continuous flow of trade for their 
livelihood and particularly for many 
items of food, clothing, and so forth 
which come to them from abroad. That 
they should direct their efforts toward 
this end is to be expected, and that they 
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turn to their government for assistance 
is not surprising. : : 

These trade movements in and out 
will not balance day by day or year by 
year or even decade by decade. There 
will be a tendency for an excess of im- 
ports or of exports, say of the latter. 
As these funds abroad accumulate they 
will be invested on a long- or a short- 
term basis. Often these investments 
will be made in countries which are in 
the earlier stages of development and 
whose governments are weak. Their se- 
curity may be threatened, and the cred- 
itor turns to his own government for 
assistance in enforcing his claims. Pres- 
sures may be applied ranging from com- 
paratively mild diplomatic representa- 
tions to military threats, or perhaps even 
to armed invasion of the country whose 
government or whose nationals are in 
default. 

But there is another tendency. Nine- 
teenth-century governments were impe- 
rialistic. Geographic, ethnic, and eco- 
nomic frontiers could not be logically 
indicated. Under the pressures of econ- 
omies which were by their very nature 
tending to expand, governments were 
prone to increase their own areas of 
political control, notably in the newer 
parts of the world, but often also against 
their immediate neighbors. Friction 
` arose not only because citizens of a 
given country appealed to their home 
governments to protect trade and invest- 
ments abroad which they had volun- 
tarily developed; often, also, govern- 
ments encouraged or even assisted their 
nationals to increase their trade and in- 
vestments in areas over which these 
same governments desired to extend 
their political ‘controls. 

This is a mild statement with no at- 
tempt to make vivid the frictions, the 
abuses, and the cruelties which resulted. 
The procedures worked with a surpris- 
ingly small amount of conflict, if ac-* 
count is taken of the tremendous forces 
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involved. While there were countless 
incidents and even a few major wars 
whose causes were, at least in part, due ° 
to such rivalries as we have described, 
the system, if it can be called such, was 
perhaps as good as could well be hoped 
for in so intricate a world. 


Wortp CHANGES 


But changes have come. One is that 
the less developed areas of the world 
have now come under the control of 
those that are more fully developed. 
Ethiopia was the last of these regions, 
unless the doubtful case of Liberia be 
mentioned. The struggle at present is 
one between the great powers for con- 
trol over second- or third-rate ones, such 
as Austria, Czechoslovakia, Spain, and 
China, or for a repartition of the more 
primitive colonial regions. As this .. 
movement develops, the successful gov- 
ernment, e.g., Japan in China, Italy in 
Spain, or Germany in Czechoslovakia, 
endeavors to extend its own economic 
interests and those of its nationals in 
the conquered areas and, at the same 
time, to weaken the economic influ- 
ence of other national groups such as 
Great Britain, France, and the United 
States. 

A second change is the rapid expan- 
sion of modern industrial organization. 
Investments of capital are larger as time 
passes, and overhead costs are an in- 
creasingly large percentage of total 
costs. This makes for more intensity of 
competition as each concern finds that 
only a moderate change in the amount 
of business done marks the difference 
between profit and loss; and as long as 
business is organized on a national basis, 
pressures on governments for assistance 
will continue. 

Third is the growth of nationalism. 
Its most extreme expression is to be 
found in the doctrines of fascism and of 
national socialism, which subordinate 
the individual to the state rather than 
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view the state as existing for the sake 
of the individual. With no objective 
standard by which the proper extent of 
national territory and of national in- 
terests can be tested, and with this mod- 
ern theory of the state (or better, this 
revival of the older theory—L’Etat, 
cest mot), strains must become greater. 
While nationalism finds its most promi- 
nent expression in Japan and the great 
fascist countries of Europe, it is on the 
increase elsewhere. This growth may 
be in part due to the influence of Ger- 
many and Italy, but it is in part due in 
these other areas to the same forces that 
have fostered and maintained it in the 
so-called fascist countries. 

Fourth may be emphasized the con- 
sequences of these pressures and of 
others which cannot be elaborated be- 
cause of the limitations of space. Re- 
adjustments in the volume and the di- 
rection of trade must occur. These 
changes are in part those which come 
in the course of ordinary development. 
They are also due in large measure to 
the postwar strain, with its new debtor- 
creditor relationships and its other fea- 
tures. Moreover, trade channels of 
only a few years ago were determined 
to a great extent by the fact that cer- 
tain areas, notably Western Europe and 
the Eastern United States, were indus- 
trialized while the rest of the world was 
not. But industrialization has spread. 
This increased use of machine processes 
has created in many directions a new 
dependence, but it has lessened depend- 
ence of the older sort. Coupled with the 
rapid growth of nationalism, the eco- 
nomic control of the older countries in 
the Far East and in Latin America tends 
to weaken. 


CHANGE OF PuBLIC Poricy 


These four changes are not the only 
ones that could be listed. Nor are they 
independent of one another. Instead, 
they are intricately interrelated. Corh- 


bined, they suggest the desirability of 
an alteration in the attitude of govern- 
ments toward their economic interests 
abroad. When to them we add the cer- 
tainty that other changes are bound to 
come in political and economic organiza- 
tion and procedure, the difficulties there 
are in suggesting the “proper role” of 
government are apparent. Any pro- 
posals that are made must be realistic 
in the sense that the “realities” of life 
are not ignored, but not practical as 
the word is said to have been used by 
Lord Beaconsfield in his assertion that 
“a practical man is one who persistently 
repeats the mistakes of his predeces- 
sors.” 

While realism is to be respected, there 
is every reason why policies should be 
idealistic. If public policy is to be 
effective and enduring, there must be 
vision. To quote R. H. Tawney: 


There are times which are not ordinary, 
and in such times it is not enough to follow 
the road. It is necessary to know where it 
leads, and, if it leads nowhere, to follow an- 
other... . The practical thing for a na- 
tion which has stumbled upon one of the 
turning-points of history is not to behave as 
though nothing very important were in- 
volved . . . but to consider whether what 
it has done hitherto is wise, and, if it is 
not wise, to alter it. ... Unless it is to 
move with the energetic futility of a squir- 
rel in a revolving cage, it must have a clear 
apprehension both of the deficiency of 
what is and of the character of what ought 
to be.? 


FOREIGN TRADE 


First as to foreign trade. For the 
time being and probably in the continu- 
ing future, the foreign trade of the 
United States and of the other democra- 
cies will be for the most part a private 
activity. That of Russia, Germany, and 
Italy will be largely or perhaps com- 
pletely under government domination. 


° 2The Acquisitive Society (New York, 1920), 


p. 6. 
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The difference is in degree, but it is 
highly significant. Totalitarian govern- 
ments will carry on trade directly or will 
grant extensive assistance to their na- 
tionals through various kinds of sub- 
sidies. In either case, the prices quoted 
for particular exports from those coun- 
tries will be affected by the fact that 
all the resources of each will be uti- 
lized to aid export trade. In many 
cases the price quoted for a commodity 
when exported will be lower than that 
charged for it in the domestic market. 
In other words, these commodities will 
be “dumped” abroad. Also, “barter” 
arrangements are common. ‘Thus the 
country whose government or nationals 
may export products, e.g., tobacco, to 
Germany, receives German manufac- 
tured goods in return. These bilateral 
arrangements tend to restrict the for- 
eign trade of other countries not parties 
to the arrangement. 

What should these other countries do? 
An easy reaction is to “meet fire with 
fire”—to copy the totalitarian methods. 
But, as Mr. Anthony Eden and many 
others have pointed out, this means that 
the democratic countries adopt for them- 
selves the very practices against which 
they protest. And there are many signs 
of this very tendency, arising in part as 
defense measures but in part because 
the forces that have caused the adoption 
of these methods by totalitarian coun- 
tries are to be found also in the democ- 
racies. If, as the writer assumes, we do 
not favor this trend, then every effort 
should be made to minimize it for our- 
selves. The United States will err if 
subsidies for exports are carelessly and 
widely extended. The pressure to sub- 
sidize further is most. vividly illustrated 
at present by the efforts of our agri- 
cultural groups to secure aid for the 
farmers which will maintain a high do- 
mestic price for their products, while 
that part sold abroad is to be paid for 
at the lower world price. 


If we deem the practice objectionable, 
as does the writer, and if we believe that 
in the longer run it will be both expen- 
sive and ineffective, there is comfort to 
be found in the signs that the strains 
on totalitarian countries are growing. 
Even before war began in September 
1939, many countries that had bartered 
for German manufactures were growing 
wary and were protesting against the 
slow delivery of the German goods and 
also against the compulsion to take 
products they did not want. 

Another caution may be voiced. Un- 
der modern conditions any slight addi- 
tion to sales is important, since only a 
moderate alteration in receipts marks 
the difference between prosperity and 
bankruptcy. Markets in Latin America 
and the Far East are not to be ignored; 
yet the larger part of our trade is with 
other industrialized areas and with the 
democracies of Western Europe. An 
increased use of subsidies or the com- 
petitive depreciation of currencies means 
a “trade war” with them and not merely 
with Central Europe. 


Forricn INVESTMENTS 


Next as to investments abroad. The 
word is used broadly to cover not merely 
the purchase of securities that are 
bought and sold freely on the exchanges 
or perhaps placed privately. We use it 
to include also “direct investments” 
made abroad by individuals or corpora- 
tions who acquire property in a direct 
way without a corresponding issue of 
stocks or bonds. It may even cover 
open accounts which often accumulate 
to such large totals that they can be 
settled, if at all, only through an ex- 
tended period of time. Such are the 
credits in Germany which for a period 
of years were cared for by a series of 
“standstill” or Stillkalte’ agreements. 
Such, too, were the amounts long owed 
by the Nicaraguans to American export- 
ers, paid for by the Nicaraguan buyers 
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but held as cordoba accounts in the Na- 
tional Bank of Nicaragua because of the 
shortage of dollar funds with which 
alone real payments can be made. 

Losses suffered by Americans on for- 
eign investments and the unsettled po- 
litical condition abroad during the last 
ten years have combined to make pri- 
vate investments difficult or impossible. 
Should the government now enter the 
field by direct advances, or by guaran- 
tees, or at least by supporting the claims 
of our nationals who have credits 
abroad? Does the outbreak of another 
war create new conditions under which 
private parties should be forbidden to 
lend to foreigners, particularly to bel- 
ligerents? 

Again, there is every reason for cau- 
tion. Unfortunately, many investments 
in the past have been made recklessly. 
Some have been made by persons or 
through bankers who have underwritten 
the security issues with the more or less 
frank expectation of government aid in 
case of difficulty. At times the carrying 
charges on the loans have been very 
high. At times the borrowed funds have 
been used in ways that by no stretch of 
the imagination can be called produc- 
tive. 

Moreover, there is an awkward dilem- 
ma involved in government support. 
There is much that can be said in favor 
of friendly representations by our gov- 
ernment to another government whose 
nationals are slow in making payment, 
or perhaps even in favor of certain mild 
pressures. Also, no one can view lightly 
any suggestion that promises of a debtor 
may be broken at will. Modern life de- 
pends heavily on adherence to the keep- 
ing of contracts. On the other hand, we 
still talk of sovereignty, independence, 
and equality, insisting that within its 
own jurisdiction each government and 
its people are supreme. It seems fairly 
clear that our own government is fully 
conscious of this dilemma, e.g., in its 


handling of the problem of oil properties 
in Mexico. 

Should a government make or guaran- 
tee new loans or credits abroad? Re- 
cently such advances have been made to 
Brazil and to other Latin American 
countries. Two answers may be given. 
One is to observe that there may be 
non-economic reasons for such credits. 
Many persons are deeply concerned over 
what they believe to be an increased in- 
fluence of totalitarian countries in Latin 
America and in the Far East. Some of 
these observers would be willing to see 
the credits allowed even though they do 
not expect repayment. 

The second answer applies not only 
to this question of extending credits but 
to the entire question raised by this pa- 
per. If we desire an extension of our 
trade, particularly of our exports, and 
if we wish American investments abroad 
to be maintained or increased, we must 
be prepared to make certain adjust- 
ments in our own economy. If exports 
are to expand, then we must take im- 
ports in larger volume, unless we care 
to invest the difference. And if we do 
invest, we must sooner or later aid the 
foreign borrowers to service the loans if 
we expect payment. Servicing loans 
means paying interest (or dividends) 
and principal sums as they fall due. 
These payments can be made only if 
dollars are available in the debtor coun- 
tries. Dollars will become available 
only if we are ready to accept larger 
imports or to continue the loans by pur- 
chasing new obligations to cover these 
maturing claims. If the past is any 
guide, this pyramiding of investments 
cannot continue indefinitely. Shifting 
from private trade and investments to 
government trade and investment or to 
government guarantees does not alter 
this basic proposition. 


CONCLUSION 
In conclusion, it may be noted that 
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our attitude toward the role of govern- 
ment in this field depends first upon our 
ideas of a desirable world. Taking the 
picture as a whole, any considerable ex- 
tension of government activity means at 
least a strong tendency toward the type 
of organization that most Americans 
criticize and deplore. Accordingly, gov- 
ernment activity should be kept at a 
minimum and upon a strictly temporary 
basis. Second, if we wish to expand 


foreign trade and investments, upon 
either a public or a private basis, and 
also to avoid future strains and losses, 


-it is imperative that we so adapt our 


American’ economy that we can accept 
a much larger volume of imports from 
other countries. Third, the outbreak of 
another war in Europe has created an 
entirely new situation. Once more, eco- 
nomic considerations have become sub- 
ordinated to political arrangements. 
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American Tariff Policy in a Changing World * 
By P. T. ELLSWORTH 


ROM the Civil War until 1930, the 

United States consistently followed, 
with respect to international commerce, 
a policy of protection of the home mar- 
ket. Nor were we content with the es- 
tablishment and maintenance of a lim- 
ited amount of protection. On the 
contrary, the range of industry subject 
to tariff duties constantly widened, while 
with minor exceptions the trend of du- 
ties was upward, culminating in the 
Smoot-Hawley Tariff of 1930. More 
recently our Reciprocal Trade Agree- 
ment program has strikingly reversed 
this movement. Under it, agreements 
with twenty-one nations have lowered 
duties on hundreds of articles, with a 
resultant stimulus. to the expansion of 
our trade with these countries. 

Does this reversal mark a significant 
and permanent shift in our basic com- 
mercial policy, reflecting an underlying 
change in our economic position vis-a-vis 
the rest of the world? Or must it rather 
be regarded as a temporary aberration, 
a flight from reality on the part of its 
sponsors? ‘The issue may be stated dif- 
ferently: Is it now to our economic in- 
terest to foster freer trading relations 
with other countries, whereas before 
1930 protection was for us the appropri- 
ate policy? 

An approach to the problem may per- 
haps best be made by first considering 


* Recognizing that the use of import duties 
in protection of home industry and the home 
market has been accepted by many Americans 
as a proper economic function of government, 
this paper is presented as an evaluation of the 
tariff as an instrument of such protection of 
American industry and commerce. 

This article was written before the out- 
break of the war. Its complete revision in 
view of wartime circumstances has been pre- 
vented by the exigencies of our publication 
schedule.—Enzror. 
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briefly the degree to which our seventy 
years of consistent protectionism corre- 
sponded to our national interest. In the 
light of our findings we may then more 
intelligently appraise recent changes in 
the international situation and their rel- 
evance to the question of future policy. 
This preliminary examination of the era 
of high protection is all the more neces- 
sary since the desirability of protection 
of our home market lies as a deeply em- 
bedded assumption in the minds of most 
Americans. 


PROTECTION AND THE AMERICAN 
Economy, 1865-1914 


The period from 1865 to 1914 marked 
the coming of age of the United States 
as a powerful industrial nation. After 
the conclusion of the Civil War, our en- 
ergies were turned to the exploitation 
and development of a continental area. 
At first a predominantly agricultural 
country, we rapidly rose first to a posi- 
tion of industrial equality with Great 
Britain, then to premier rank among the 
world’s industrial nations. Principally 
concerned with the task of internal de- 
velopment and finding abundant outlet 
for our energies and our capital at home, 
we took little interest in foreign ven- 
tures. This attitude was symbolized by 
our failure to develop a merchant marine 
—a perfectly natural failure, since more 
profitable domestic opportunities were 
available to our labor and our capital. 

Indeed, we continued to provide a 
considerable field for the investment of 
the savings of older countries, especially 
Great Britain, though our dependence 
on their financial resources naturally 
diminished as our own wealth increased. 
We remained a debtor nation, though 
the year 1874 marked the beginning of 
our maturity as a debtor, for in that 
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yeár we commenced steadily to export 
more than we imported. This excess of 
exports was necessary to pay interest 
and dividends on capital previously in- 
vested in the United States, an annual 
foreign payment which from then on- 
ward tended to exceed by an ever larger 
and larger amount the annual new in- 
vestment in this country. 

Two primary features thus character- 
ized our economic relations with the rest 
of the world during this phase of our 
national growth. First, our resources, 
our energies, and our attention were ab- 
sorbed in the gigantic task of building 
our industrial structure. Because of 
this we tended to become provincially 
minded, wrapped up in our pressing do- 
mestic concerns, and aloof from foreign 
influences. We were also solicitous for 
the welfare of our growing industries, 
and prone to listen attentively to the de- 
mands of business leaders for legislative 
measures (land subsidies, franchises, 
tariffs) which would foster their expan- 
sion. 

Secondly, the requirements of our in- 
ternational position were such as to call 
for an increase of our exports relative 
to our imports. A policy of protection 
which retarded the inflow of goods from 
abroad did not operate against the tide 
of economic forces. Is it possible to 
go farther, and say that protection was 
the wisest policy for us in the circum- 
stances? By no means—for an export 
balance of trade would undoubtedly 
have appeared in any event. Raising 
our tariff walls merely hastened it. And 
our action caused us definite loss, for it 
prevented us from satisfying our wants 
by buying in the cheapest market and 
thereby raising our standard of living. 

The only plausible excuse for protec- 
tion in the latter part of the nineteenth 
century is that it may have somewhat 
accelerated our industrial development. 
That it actually did this is uncertain$ 
that the speed of our industrialization 


was desirable is open to question; that 
in many instances the wrong industries 
were selected for tariff nurturing is not 
subject to doubt. 

Certainly the objective facts of our 
economic situation between the Civil 
War and the World War did not call for 
a high tariff policy. Rather they were 
such as to minimize the injury it could 
inflict upon us. Our rapid conversion 
to protectionism cannot be explained in 
terms of the requirements of national in- 
terest; it must rather be accounted for 
by the absence of any logical basis for 
denying the favor of an import duty to 
one industry once it has been granted to 
others, and by the inevitable growth of 
the demand for tariff sheltering once a 
start has been made in that direction. 
Our high level of protective duties, in 
other words, was the consequence not of 
economic need but of political pressures. 


Postwar CHANGES IN Our Economic 
POSITION 


That the quarter-century since the 
outbreak of the World War has wit- 
nessed a noteworthy change in our in- 
ternational economic position is now 
common knowledge and may be dealt 
with briefly. Our debtor status was 
converted almost overnight into that of 
a creditor. Our large volume of inter- 
national lending during the decade of 
the twenties greatly accelerated the 
trend begun during and immediately af- 
ter the war. In spite of the ravages of 
the depression, and discounting to noth- 
ing the war debts, other nations even 
today owe us on long-term account 
something in the neighborhood of seven 
billion dollars net. With continued 
world recovery we will almost certainly 
resume the export of capital, though 
doubtless on a scale much below that 
of the postwar decade. Moreover, we 
are now a mature industrial nation, with 
many of our leading industries depend- 
ént upon foreign markets for the sale 
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of an appreciable portion of their out- 
put. Finally, despite the growth of our 
industry and our population, foreign 
outlets remain a necessity for the pros- 
perity of our agriculture. In recent 
years, for example, our farmers shipped 
abroad approximately 40 per cent of 
their cotton, 30 per cent of their to- 
bacco, and 10 per cent of their wheat. 

It is quite apparent that recovery, 
both in industry and in agriculture, re- 
quires the maintenance of a large vol- 
ume of exports. This means that at 
least an equally large volume of imports 
must be permitted to enter the country, 
since it is only by means of their goods 
that other nations can continue to pay 
for their purchases from us. We might, 
of course, attempt to pare imports down 
to a minimum and to reorient the direc- 
tion of our resources on a basis of na- 
-tional self-sufficiency. Quite aside from 
the drastic lowering of our standard of 
living which would result from produc- 
ing, ourselves, numerous commodities 
which can be more efficiently produced 
elsewhere, this would involve such a 
violent dislocation of the existing struc- 
ture of industry and agriculture as to be 
almost unthinkable in times of mass un- 
employment. Moreover, to carry out 
such a program of making over our 
economy would require complete regi- 
mentation of production—an implica- 
tion none of its sponsors has squarely 
faced. Unquestionably the improve- 
ment of business conditions, as far as 
this is related to international trade, can 
be attained with the minimum of dis- 
turbance to existing arrangements by 
stimulating the recovery of foreign pur- 
chasing power. ; 

But not only is expansion of our ex- 
ports and imports consonant with the 
restoration of prosperity to American 
factories and farms; our altered status 
as an international creditor establishes 
the necessity of an import balance of 
trade. We must import more than we 


export if we are to secure a return on 
our capital invested abroad. The con- 
tinuation of a policy of high protection, 
by interposing serious obstacles to the 
required increase of our imports, makes 
much more difficult the payment to us 
of the interest and dividends to which 
our investors are entitled. 

Finally, attention may also be called 
to the problem of monopolistically con- 
trolled prices—a problem with which 
the Temporary National Economic 
Committee is now wrestling. Over large 
segments of our economic system, the 
competitive adjustment of prices no 
longer rules; in its place we find prices 
to an increasing degree held rigid by 
trade associations, by the tacit agree- 
ment of a small number of producers, by 
so-called “fair trade” laws, or by out- 
right monopoly. This prevents the ex- 
pansion of output and of employment 
which would spell recovery. There is 
no step that would be more effective in 
breaking down this rigidity of prices 
than the relaxation of our tariff barriers. 
If our own producers refuse to compete 
on a price basis, the introduction into 
our markets of foreign supplies might 
break this log jam, to the infinitely more 
healthy operation of our economic sys- 
tem. 


REDUCTION OF TARIFFS DESIRABLE 


Thus the interests of recovery, of our 
creditor position, of greater price flexi- 
bility, all alike call for a more liberal 
tariff policy. We can no longer count 
on the renewed exploitation of domestic 
industrial opportunities to lift us out of 
depression. We have to receive, not 
pay, interest and dividends on invested 
capital. And the orientation of our in- 
dustry and agriculture requires exports, 
together with the imports which make 
them possible, while the price policies of 
many industries can perhaps best be 
corrected by the importation of a little 
foreign competition. 
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Into this situation, which differs 
markedly from that of prewar days, Sec- 
retary Hull’s Trade Agreements pro- 
gram fits admirably. It is no ill-consid- 
ered plan, introduced without regard ‘for 
the needs of our economic system, but 
instead corresponds closely to today’s 

` realities. 

Indeed, the facts of our international 
economic position as described above 
furnish a strong basis for urging an even 
greater reduction of protective duties 
than has been accomplished under the 
Trade Agreements program. Now that 
reciprocal treaties have been signed with 
the leading commercial powers (with 
the exception of the totalitarian pow- 
ers), a further expansion of our foreign 
trade—to the benefit of our exporting 
industries, our investors, and our com- 
petitive system—can be significantly 
furthered only by unilateral action on 
the part of the United States. There is 
no question, of course, that such a policy 
should be carried out so as to avoid 
jeopardizing employment in American 
industries. Yet there are many duties 
that could be drastically reduced, if not 
altogether abolished, with little direct 
effect on American producers. Such are 
duties on goods not produced in this 
country (tropical fruits and woods, sci- 
entific instruments, imitation precious 
stones), or goods produced here only in 
small quantities (olive oil, some precious 


stones). Also in this category are du- - 


ties which are at present ineffective be- 
cause we are exporters of the commodi- 
ties in question (automobiles, some 
machinery, turpentine, canned and dried 
fruits), and duties on seasonal agricul- 
tural products which become available 
at different times of the year from those 
of our own similar crops (tomatoes and 
green peas and beans). Reduction of 
tariffs on goods produced here under 
_ conditions of monopoly or highly im- 
perfect competition offers the most 
promising possibility. If necessary, 


such reductions could be combined with 
flexible tariff quotas; that is, the volume 
of goods admitted under the lower duty 
could be limited, this volume being grad- 
ually increased. 

The pursuit of such a liberal tariff 
policy would fit the facts of our inter- 
national position, stimulate increased 
sales by our hardest-hit export indus- 
tries, and gradually raise the standard 
of living of our people. Furthermore, it 
would seize the initiative already pro- 
vided by our Trade Agreements program 
and insure that its advantages would 
not be lost. If some such tariff policy 
is not adopted, there is serious danger 
that the initiative will pass to the power- 
ful groups with a vested interest in pro- 
tection. A passive continuation of the 
status quo is unlikely in.a field where 
active opposition exists; here the best 
defense may well be an active offense. 


LIBERAL VERSUS CONTROLLED TRADE 


Up to this point the problem of Amer- 
ican tariff policy has been considered on 
its own merits, quite apart from what 
other nations are doing. As is well 
known, however, a considerable propor- 
tion of the world is engaged not in relax- 
ing restrictions on international com- 
merce, but in maintaining a complex 
framework of restrictions and striving 
within it to establish a bilateral bal- 
ancing of trade with each of its cus- 
tomers. Besides tariffs, the framework 
referred to includes the even more rig- 
orously restrictive import quotas and 
exchange controls. Trade is carried on 
primarily by means of clearing and pay- 
ments agreements, which are indirect 
forms of barter and which tend toward 
balancing the exports and imports be- 
tween each pair of nations. 

We have experienced the impact of 
these methods in our trade with Latin 
American countries, and it has been sug- 
gested that to hold our position there 
4nd elsewhere, we should resort to simi- 
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lar processes. This raises the question 
of the compatibility of the relatively un- 
restricted trade policy of the democratic 
nations with the highly regimented 
methods pursued primarily by the fas- 
cist countries. Is there a fundamental 
conflict here, a conflict in which vic- 
tory must inevitably go to those who 
adopt bilateral trading arrangements 
and which must compel us to follow in 
their footsteps? 

The first point to be noted is the rela- 
tively small proportion of the world’s 
trade which is conducted under clearing 
and other types of bilateral agreements. 
Only 12 per cent of the goods exchanged 
between nations in 1937 could be so 
classified. Moreover, the area in which 
the bilateral balancing of trade has been 
widely practiced is very limited. It con- 
sists mainly of Germany, Italy, and the 
Central European and Balkan countries. 
If we lump together the trade of the to- 
talitarian (Germany, Italy, Japan, Por- 
tugal) and the Balkan countries, of 
which by no means all is conducted on 
a barter basis, we find that it comprises 
but 22.5 per cent of total world trade. 
Thus the overwhelming majority of in- 
ternational commerce still follows the 
traditional rule of “buy in the cheapest 
and sell in the dearest market.” 

True, Germany (and to a much less 
extent Italy) has made some inroads in 
Latin America. These have only been 
sufficient, however, to enable her to re- 
cover her prewar position. And the 
drawbacks of barter trading have been 
such as to cause considerable dissatis- 
faction among our southern neighbors, 
as among others of Germany’s clearing 
partners; for Germany frequently buys 
more of their raw materials or foodstuffs 
than she herself requires. The surplus 
is then dumped at a sacrifice wherever 
it can be sold—to the infinite disgust of 
the original producers. 

Moreover, Germany needs man 
Latin American products intensely. 


Under clearing agreements she can buy 
as freely as she will, in the knowledge 
that the only way the seller can collect 
is by buying an equivalent value of 
German-made goods. Unfortunately for 
the latter party, however, Germany’s 
concentration upon armament-building 
narrowly restricts the range of goods 
available. The clearing partner thus 
frequently finds himself in the position 
of having to take something he does not 
want (or could buy cheaper elsewhere) 
in order to get anything at all for his 
own goods. 

Because of these and other disadvan- 
tages of barter trading, its possibilities 
of further expansion in Latin American 
countries would appear to be severely 
limited, provided only that these coun- 
tries are assured reasonable markets 
elsewhere. 

This problem of liberal versus con- 
trolled trading methods, however, raises 
an issue which is much broader than the 
question of their relative advantages 
and disadvantages; for while it is true 
that for many countries barter trade is 
rendered necessary by the manifold re- 
strictions on trade which have arisen 
during the past few years and which are 
themselves the consequence of the un- 
employment and _balance-of-payments 
difficulties brought on by the depression, 
this is by no means the whole story. In 
the hands of the aggressive nations 
which are seeking to disrupt the existing 
world balance of power, the methods of 
barter trade represent a deliberate in- 
strument of policy, backed by political, 
economic, and even military pressure, 
designed to strengthen themselves and 
to weaken their rivals. 

Since it can hardly be denied that it 
is not to the national interest of the 
United States to witness the dominance 
in Europe and Asia of the fascist axis, 
considerations of international politics 
provide strong support for a liberal 
trade policy toward nonmembers of the 
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axis. Thereby their economic difficul- 
ties may be lessened and their economic 
strength increased. Equally consistent 
with our national interest would be the 
denial of most-favored-nation treatment 
to countries which flout the pacific set- 
tlement of disputes and resort to aggres- 
sion, together with the imposition of an 
embargo upon the shipment of the ma- 
terials of war to aggressors. Ample ex- 
cuse for such discriminatory action (al- 
ready invoked in part against Germany) 
is provided, quite aside from acts of ag- 
gression, by the treatment of our com- 
merce in territory under their control. 


To conclude and summarize the argu- 
ment of this paper: Tariff policy in the 
past has reflected primarily the pressure 
of sectional interests. Only lately has a 
shift in this policy toward greater lib- 
erality represented changing national in- 
terests. Considerations of domestic wel- 
fare as well as of international politics 
strongly support the general continua- 
tion of this trend, while the danger of a 
serious alteration of the balance of 
world power at the same time renders 
essential the imposition of discrim- 
inatory measures against the trade of 
those who threaten its upset. 
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Protecting Investors in Securities 


By THEODORE W. GLOCKER 


ANY million dollars are lost each 

year by investors in American se- 
curities. The Senate Committee on 
Currency and Banking estimated in 
1933 that the loss from security invest- 
ment in the United States had been 
twenty-five billion dollars during the 
previous ten years. Legislation protect- 
ing investors has been enacted in recent 
years by practically all states and by the 
Federal Government. The extent of 
this legislation and its effectiveness in 
removing the causes for losses of in- 
vestors will be discussed. 

Among the reasons for losses from se- 
curity investment may be mentioned: 
(1) fraudulent practices by dishonest 
promoters, (2) bad faith on the part 
of accredited investment bankers, (3) 
manipulation of prices of securities by 
brokers and speculators, (4) betrayal of 
security holders by officers and directors 
of corporations, (5) wide fluctuation in 
economic conditions, and (6) ignorance 
and greed of investors. 


DISHONEST PROMOTERS AND WORTH- 
LESS SECURITIES 


The responsibility of governments to 
protect their citizens against fraud is 
generally recognized. The principle of 
caveat emptor is not applicable to 
investments. When buying food or 
clothes, the customer has a chance to 
learn by trial and error. In the case of 
investments, however, there may be er- 
ror but no chance for another trial after 
one’s money is lost. 

The need for protection against pur- 
veyors of worthless securities is evident 
when one becomes familiar with their 
highly efficient methods. “Sucker lists” 
are carefully prepared and sold to deal- 
ers engaged in this business. School 
teachers, physicians, dentists, and cler- 
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gymen are favorite victims. Whenever 
farmers in some section of the country 
have a good crop, impressive looking, 
high pressure salesmen descend on them 
from neighboring cities to gather part 
of their surplus cash. These salesmen 
study and take advantage of the weak- 
nesses of prospective customers. They 
appeal to gambling proclivities and to 
the natural desire to get something for 
nothing. They stimulate the greed of 
prospects by glowing descriptions of 
large profits made in other enterprises, 
and flatter their vanity by telling them 
that they have been selected for so- 
licitation because of their superior in- 
telligence. Hasty and ill-considered 
decisions to buy are encouraged by 
statements that only a few shares are 
left or that the price of the stock will 
rise in a few days. . 

The victim of these schemes has the 
right to sue in civil court to recover 
losses suffered through misrepresenta- 
tion. One great difficulty is to prove 
intent to defraud. An oil promoter may 
actually own a tract of land near an 
oil field. He may have started drilling, 
and possibly there may be oil on his 
land. On one occasion a promoter who 
thought he had sold worthless securities 
repurchased them in a hurry at a higher 
price, because, overnight, his oil well be- 
came a gusher. Another difficulty is to 
discover the whereabouts of the swin- 
dler, who flits quickly from place to 
place and has probably departed for 
parts unknown before the victim dis- 
covers his loss. 

Kansas was the first state to pass, in 
1911, legislation designed to regulate 
the sale of fraudulent and low-grade se- 
curities, and has been followed by prac- 
fically all other states. The phrase 
“blue-sky laws” has been applied to this 
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type of laws to indicate that they have 
been enacted to regulate securities worth 
no more than a section of bright blue 
sky. 

The states vary widely in their blue- 
sky laws. They may be roughly classi- 
fied in three groups. In the first group 
are such states as New York, New Jer- 
sey, and Maryland, whose antifraud 
laws empower the attorney-general in 
case of fraud to enjoin the sale of the 
securities and to prosecute guilty per- 
sons in criminal courts. Many injunc- 
tions stopping the sale of securities have 
been obtained by vigilant attorney-gen- 
erals. However, there have been very 
few criminal convictions, and many fly- 
by-night dishonest dealers escape to 
other jurisdictions. Fear of conviction 
may cause restitution of part of the 
funds taken from defrauded customers, 
but much of the lost money is never 
recovered, 

In the second group are those states 
which have created commissions to 
grant licenses to dealers. An applicant 
for a license must submit a personal his- 
tory and this is checked in suspicious 
cases. The main purpose of the law is 
to permit only honest dealers to do busi- 
ness. However, indirectly it provides a 
check on the quality of new securities, 
since the commission must keep in touch 
with the transactions of dealers, may re- 
quire information, as under the Pennsyl- 
vania law, concerning each of the issues 
sold by the dealer, and, if it finds intent 
to deceive or defraud, may stop the sale. 
The dealer’s license may also be re- 
voked, and he is subject to fine and im- 
prisonment, 

A third group of states require, some- 
times in addition to registration of deal- 
ers, approval of the sale of securities by 
state officials. Certain types of securi- 
ties are exempt, but detailed information 
is required regarding other types, and 
approval of their sale may be withheld 
if there is evidence of misrepresentation 


or if the sale will work a fraud upon the 
purchaser. 

Prevention of fraud is the primary 
purpose of laws licensing dealers and 
requiring approval of the sales of se- 
curities by state commissions, and in 
this respect such laws are preferable to 
antifraud laws which attempt to punish 
the guilty and to reimburse the victim 
after loss has occurred. Nevertheless, 
such laws impose burdensome restric- 
tions on legitimate dealers, whereas 
many dishonest ones do not apply for 
licenses or inform state commissions 
concerning securities which they are sell- 
ing. However, failure of dishonest deal- 
ers to conform to the law may attract 
the attention of the authorities and thus 
lead to detection of their fraudulent 
activities. 


Administration of blue-sky laws 


There are serious defects in the ad- 
ministration of the blue-sky laws of the 
various states. First, effectiveness of 
their enforcement has sometimes been 
lowered by the poor quality of politi- 
cally appointed administrative officers 
and by political pressure on their poli- 
cies. The most serious defect of state 
legislation has been its limitation to 
intrastate transactions. Dishonest deal- 
ers may do no business in the state 
where they are located, but sell securi- 
ties in other states by mail, telegraph, 
telephone, and newspaper advertise- 
ments. Some states are helping others 
by amending their legislation so that it 
covers not only sales of securities to per- 
sons within the state but also sales to 
persons outside the state. 

The Federal law forbidding use of 
the mail to defraud has supplemented 
state legislation and has greatly strength- 
ened government control over fraudu- 
lent transactions in securities. Federal 
officers have been alert to detect the use 
of the mail by dishonest dealers in se- 
curities, and have been able to follow 


70 THE ANNALS OF THE AMERICAN ACADEMY 


their trail from state to state. “Stop 
orders” preventing use of the mail may 
be issued by the Postmaster-General, 
and cases may be prosecuted in criminal 
courts. Jurisdiction of the Federal 
Government has been extended by the 
Federal Securities Act of 1933, which 
makes illegal all fraudulent interstate 
transactions, involving use of mail, tele- 
phone, telegraph, radio, express, or other 
means of communication or transporta- 
tion. The Securities Act was passed 
primarily to require accredited invest- 
ment bankers to provide complete and 
accurate information to their customers. 
However, in administering the law, the 
Securities and Exchange Commission 
discovers and aids in the punishment of 
many cases of fraud. 


UNFAIR PRACTICES OF INVESTMENT 
BANKERS 


Many who favor government elimina- 
tion of fraudulent promoters oppose 
government regulation of accredited 
dealers. Prior to the World War there 
was not a great need for regulation of 
reputable investment bankers. Some 
dealers claimed that they assumed the 
attitude of a trustee in their relations 
with their customers and endeavored to 
map out a program of investment suit- 
able to the latter’s needs. The Ameri- 
can Investment Bankers Association 
adopted ethical rules of conduct for 
members, and at its annual meetings 
responsibiltiy of the dealer in securities 
for the welfare of customers was repeat- 
edly emphasized. Members of leading, 
long-established firms took pride in the 
reputation of their organizations for 
conservatism and integrity. 

Between 1922 and 1929 the attitude 
of dealers changed, and frequently little 
or no consideration was given to the 
welfare of the customer. As a rule, ac- 
credited investment bankers do not in- 
dulge in direct misstatements, but dur- 
ing this period unfavorable factors were 


often omitted in bond circulars, and fig- 
ures in balance sheets and profit-and- 
loss statements were juggled to give a 
favorable impression. Sales commis- 
sions of dealers were sometimes too high 
for the less conservative types of securi- 
ties, and stocks and bonds were sold for 
more than they were worth. Highly 
speculative securities were also sold to 
customers whose small capital did not 
permit sufficient diversification to justify 
the risk involved. 

There were several reasons for the 
change in the attitude of bankers. First, 
their close personal relationship with 
customers was lost as a result of the 
great increase and the change in the 
type of persons purchasing securities. 
The campaigns to sell Liberty Bonds 
during the war popularized the idea of 
buying bonds, and the rich capitalists 
and the large financial institutions that 
were the chief customers during the pre- 
war period were submerged in a mass of 
ignorant and avaricious purchasers who 
wanted safety and 12 per cent. 

A second reason was optimism. At a 
time when even bankers believed that a 
long era of prosperity lay ahead, the dis- 
tinction between conservatism and spec- 
ulation could not easily be maintained. 

A third reason was the inexperience of 
commercial bankers, stock brokers, and 
many others who entered the business 
at that time. Moreover, even the old- 
time bankers were not well acquainted 
with foreign bonds and common stocks, 
types of securities which they began to 
sell in large quantities during that pe- 
riod. 

A fourth reason was the dominance 
of avarice and the lowering of moral 
standards which takes place so often in 
a period of great prosperity. 

Finally, a very important reason was 
the need for keeping busy the vast ma- 
chinery for marketing securities. The 
large distributing houses had established 
branches or outlets in many communi- 
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ties. An efficient machine had been cre- 
ated capable of disposing of an issue of 
securities worth fifty or one hundred 
million dollars in a few hours after open- 
ing of the public sale. There were not 
enough good bonds to keep busy the 
small army of salesmen in the various 
cities, and bankers had recourse to low- 
grade securities in order that the ma- 
chine might be kept working. 


Indirect investor protection 


Investors have secured protection 
through legislation designed for other 
purposes. State regulation of finances 
of insurance companies is designed to 
aid policyholders, and state and Federal 
regulation of commercial banks is in- 
tended to protect depositors. However, 
stockholders benefit if such legislation 
strengthens the financial soundness of 
these institutions. As a part of the 
process of securing cheap rates for con- 
sumers, the Interstate Commerce Com- 
mission is given power to disapprove 
new issues of railway securities, and 
many state public utility commissions 
exercise similar control over the finances 
of local operating utilities. An unsound 
financial structure means, as a rule, high 
rates, because if a company is over- 
bonded or overcapitalized, its security 
holders may be able to prevent rates 
from being lowered by contending that 
such action would endanger payment of 
dividends and interest and might cause 
bankruptcy. The sounder financial 
structure of railways and utilities result- 
ing from such regulation should make 
their securities safer investments. 

The Federal Public Utility Holding 
Company Act was passed in 1935, 
partly to help the investor, but in large 
part to strengthen the power of state 
commissions to regulate rates. The 
large holding companies secured funds 
to purchase control over new local sub- 
sidiaries by siphoning the earnings of 
old ones, forcing them to make upstream 


loans and to pay unearned dividends 
and exorbitant fees for technical advice 
to the parent companies. Accounts 
were juggled to hide the extent of these 
transactions. The state commissions 
had no control over these large inter- 
state holding companies, yet were pre- 
vented by them from lowering rates for 
service because of the artificial decrease 
in the earnings of subsidiaries. To rem- 
edy this situation the Federal Public 
Utility Holding Company Act gave the 
Securities and Exchange Commission 
drastic power to simplify the capitaliza- 
tion and regulate the finances of these 
holding companies, and to control rela- 
tions between parent companies and 
their subsidiaries. The low price of 
utility holding company securities fol- 
lowing 1935 has been attributed to the 
act. However, if administered in mod- 
eration, the law should ultimately help 
investors by forcing adoption of con- 
servative financial policies and reducing 
the risk of bankruptcy. 

States, counties, and cities should pro- 
tect purchasers of their bonds from un- 
wise financial policies of their legislative 
bodies and executive officers. Follow- 
ing periods of default and repudiation of 
state bonds during the last century, con- 
stitutional limitations were placed on 
state debt. These restrictions have 
sometimes been irksome, particularly 
during recent years, when such restric- 
tions have prevented some states from 
borrowing funds to match grants of the 
Federal Government for unemployment 
relief. Nevertheless, with a few excep- 
tions, state bonds have enjoyed a high 
credit rating during the past fifty years, 
including even the period of the recent 
depression, and for this situation these 
constitutional limitations may be partly 
responsible. 

Supervision of borrowing policies of 
most local governments seems to be 
badly needed. The bonds of more than 
two thousand local governments were in 
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default during the depression following 
1929. Many statutory limitations have 
been imposed on local indebtedness and 
have been circumvented by local gov- 
ernments, sometimes with the conniv- 
ance of state legislatures. Some states 
are creating state or local boards to su- 
pervise the borrowing and other finan- 
cial policies of counties and cities, and 
such supervision should greatly improve 
the quality of the bonds of local govern- 
ments, 


Securities Act of 1933 


In addition to the above-discussed 
legislation indirectly affecting certain 
nonfraudulent stocks and bonds, some 
state commissions administering blue- 
sky laws have attempted to check the 
purchase of nonfraudulent highly specu- 
lative securities on the ground that such 
sales would “work a fraud” to investors. 
However, until the passage of the Fed- 
eral Securities Act in 1933, laws regu- 
lating the sale of securities were usu- 
ally intended primarily to prevent 
fraud. 

While certain provisions of the Se- 
curities Act are designed to strengthen 
the power of state and Federal officials 
to control fraud, its primary purpose is 
to prevent certain unfair practices in the 
sale of nonfraudulent stocks and bonds. 
Investment bankers are said frequently 
to omit or twist unfavorable facts in 
their advertisements of new securities so 
as to give a favorable impression. To 
prevent this practice, security dealers 
are made civilly liable to investors for 
misrepresentations and omissions, and 
the Securities and Exchange Commis- 
sion withholds its approval of the sale 
of a new issue until satisfied that pros- 
pective customers will be given full and 
correct information. The Commission 
makes no attempt to decide concerning 
the soundness of securities sold to the 
public. Rather it seeks to secure perti- 
nent, accurate, and complete facts which 


investors can use in making their own 
decisions. 

With the exception of the stocks and 
bonds of local operating utilities, the 
Federal Act of 1933 applies to securities 
not regulated by other government agen- 
cies. Thus, it regulates only interstate 
transactions, and exempts the securities 
of railroads, banks, insurance compa- 
nies, and domestic governments. Sales 
aggregating less than $100,000 are also 
not covered by the law. 

There has been much criticism of the 
Federal Securities Act. Bankers claim 
that the provision imposing civil liability 
for unintentional misrepresentations and 
omissions is unduly harsh. However, 
the law cannot be considered very un- 
just, since it is merely transferring a loss 
from the investor to the banker whose 
carelessness caused it. The act should 
induce investment bankers to specialize 
in a single field of business, to become 
thoroughly familiar with that field, and 
to make painstaking investigations of 
corporations whose securities they offer 
to the public. With this increase in 
knowledge, bankers originating new is- 
sues should tend to become more con- 
servative, and therefore security invest- 
ment should become safer. 

Fear of liability on the part of dealers 
and the high cost of securing the re- 
quired information are said to have been 
the causes of the decline in public sale 
of new securities since the passage of 
the act. However, this decrease may be 
also explained by the stagnation of the 
capital-goods industries. 

The extent to which the investing 
public will use the information obtained 
by the Securities and Exchange Com- 
mission may be questioned. Very few 
persons have the knowledge or the pa- 
tience to analyze the mass of facts and 
figures contained in the registration 
statement. This information is digested 
irf the prospectus used by the dealers in 
advertising the securities, but the law 
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has increased the length of this pros- 
pectus, and in so doing may discourage 
the reading of it by investors. However, 
the long registration statements are 
studied by financial reporters, invest- 
ment counselors, and other experts, and 
their opinion should exercise some in- 
fluence on a considerable group of in- 
vestors. 

The Securities Act and ‘similar gov- 
ernment regulations tend to eliminate 
desirable as well as undesirable promo- 
tions. One wonders whether certain 
flourishing industries would exist today 
if present laws had been in effect at the 
time of their origin. Since a promoter 
does not usually possess definite infor- 
mation about cost of production, prob- 
able demand, and other facts concerning 
a new venture, he must sell its securities 
largely on the basis of optimistic gen- 
eralizations, rosy-tinted by his hopes 
and desires. If, because of the Securi- 
ties Act, his promises must be neutral 
in tone and his statements limited to 
cold facts and figures, the chances of 
selling such securities are quite slim. In 
the future, highly speculative enter- 
prises may have to be financed to a con- 
siderable degree by private subscription, 
and new commodities and services may 
have to be developed largely by exist- 
ing corporations. At any rate, slower 
progress may be the price which society 
must pay for conservatism and greater 
security. 


MANIPULATION OF SECURITY PRICES 


After securities have been sold to an 
investor he continues to need protection, 
and to provide this protection, the Se- 
curities Exchange Act was passed in 
1934. One purpose of the act is to vest 
power in the Securities and Exchange 
Commission to correct unfair practices 
on security markets. “Washed sales,” 
“matched orders,” or any other series 
of transactions likely to raise, lower, dr 
stabilize prices are made illegal. No 


one is permitted to acquire a substantial 
control of the floating supply of any 
security so as to affect its price, and 
“pools” may not be organized for the 
purpose of manipulation. Dealers, 
brokers, and their employees must re- 
frain from misleading statements and 
from dissemination of information in- 
tended to affect security markets. Per- 
sons injured by such price manipulations 
may sue for damages, and for violation 
of the act, brokers must be suspended 
from operating on stock exchanges. 

A second purpose of the law is to re- 
quire corporations whose securities are 
listed on exchanges to supply full in- 
formation at frequent intervals regard- 
ing their operation and finances. 

A third purpose is to check misuse of 
credit by operators on security ex- 
changes. To achieve this last purpose, 
the Federal Reserve Board is authorized 
to fix the margin of cash required for 
loans having securities as collateral, and 
is given control over agencies extending 
such credit. 


DISLOYAL OFFICIALS OF CORPORATIONS 


Investors should be protected from 
the exploitation of corporations by their 
officers and directors. These officials 
may manipulate statements of earnings 
and withhold important information in 
order to make a profit from the purchase 
and sale of the securities of a corpora- 
tion. They may vote themselves high 
salaries and bonuses, sell property to 
the corporation at inflated values, make 
contracts for their company favoring 
other corporations in which they are 
interested, or fail to liquidate hopelessly 
unprofitable businesses through their re- 
luctance to relinquish good salaries. 

The Securities and Exchange Act at- 
tempts to control speculation by officers 
and directors in the shares of their own 
company. If the stocks and bonds of 
a corporation are listed on an exchange, 
its officials must state, monthly, the 
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amount of its securities which they own. 
They cannot sell short the stock of their 
company, and must turn into its treas- 
ury all profits obtained by the selling of 
such securities within six months after 
their purchase. 

One cause of the exploitation of cor- 
porations is the lack of control over di- 
rectors by stockholders. Yet, how can 
twenty-five million stockholders, com- 
prising three or four million separate 
individuals, exercise any real control 
over their respective companies? Some 
corporations are requesting their stock- 
holders to vote yes or no on proposi- 
tions presented in proxy statements. 
However, many fail to vote, and few 
possess sufficient detailed knowledge of 
the corporation to render intelligent de- 
cisions. 

Another cause of these evils is owner- 
ship of an insufficient amount of the se- 
curities of a corporation by its directors. 
The suggestion has been made that each 
director of a-corporation should own a 
minimum amount of its common stock. 
Some object to this regulation on the 
ground that it would cause many able 
men to refuse to serve as directors. 
However, such men could serve, per- 
haps, in an advisory capacity, and vot- 
ing power could be vested in salaried 
directors owning a considerable number 
of shares of stock in the corporation. 
Serious consideration must be given by 
our business leaders to methods of cor- 
recting the weaknesses of corporate ad- 
_ ministration. Otherwise, Federal regu- 
lation of corporate affairs, with all the 
objectionable features of government 
supervision, may be inevitable. 


Bap JUDGMENT OF INVESTORS 


The most efficient forms of legislation 
can replace only in a very small degree 
the exercise of good judgment by in- 
vestors, and three factors make the ex- 
ercise of such good judgment rather in- 
frequent. First, successful practice of 
the art of investment is difficult, and 
many investors know as little about it 
as a child of six years does about orig- 
inal sin. Secondly, the desire to take a 
chance is strong in most of us. Thirdly, 
the avarice of investors militates against 
exercise of good judgment. We may 
laugh at the ignorance of the widow who 
asks for securities which are absolutely 
safe and yield 10 per cent. Yet, during 
the period of economic optimism from 
1922 to 1929 we sought the same im- 
possible combination, allowing the pros- 
pect of a high yield to blind us to the 
risk involved. 

Education of the investor is recom- 
mended by most writers on this sub- 
ject. However, educating the investor 
is a big job, which must be performed 
continuously, and at present there exists 
no agency whose primary function is 
education of the investing public. The 
Securities and Exchange Commission 
could perform a fine service by creating 
a department to do such educational 
work. The mass of information which 
is available in the reference rooms of the 
Commission for the use of financial ex- 
perts could be digested and presented 
in diluted form to investors and an ef- 
fort made to instill in the minds of the 
people correct points of view regarding 
investments. 


Theodore W. Glocker, Ph.D., was appointed pro- 
fessor of economics and finance at the University of 
Tennessee, Knoxville, in 1913 and has been head of 
the School of Business Administration of that uni- 
versity since 1921. He is author of “Structure of 
American Trade Unions” (1913) and “Amalgamation 
of Related Trades in American Unions” (1914). 


Protection of the Consumer 


By LELAND J. GORDON 


HE important role of consumers in 

national economy has long been rec- 
ognized. Acting as “economic men,” 
their traditional theoretical function has 
been to make free rational choices of 
goods and services, thereby uncon- 
sciously regulating the productive sys- 
tem so as to make available for them- 
selves an abundance of wealth. If all 
the assumptions were valid upon which 
this theory of consumer control is predi- 
cated, this paper could be terminated at 
once with the conclusion that the func- 
tion of government would be to keep 
hands off and let the very competent 
consumers take care of themselves. 


ARE CONSUMERS COMPETENT? 


There are five implied assumptions 
underlying the traditional theory of con- 
sumer control, It has usually been pre- 
sumed that consumers know what they 
want; that they can judge the quality 
of merchandise offered to them; that 
they can determine whether or not the 
asking price is “fair”; that competition 
prevails, to act as a restraining force on 
producers eager for profit; and that all 
things produced and offered to consum- 
ers will promote their satisfaction and 
welfare. 

During the formative years of Ameri- 
can economic doctrine, when the influ- 
ence of English classical economists was 
predominant, these basic assumptions 
were accepted. Perhaps they were more 
nearly valid then than now, but in our 
dynamic economy they must be increas- 
ingly questioned. For example, if con- 
sumers really knew what they wanted, 
advertising would not pay producers as 
well as it does. It may be safely as- 
serted that producers do exercise an in- 
creasing influence over consumers’ eco- 
nomic choices. 
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When the range of consumer goods 
was far more restricted than at present, 
and when consumers were closer to the 
producing process, it may have been 
possible for most consumers to judge the 
quality of merchandise and the fairness 
of its price. But with the advent of 
large-scale production and marketing 
methods, which put commodities in cans 
and packages, it has become increas- 
ingly difficult for a consumer to deter- 
mine their relative quality and to de- 
cide whether the asking price is fair. 
The growth of resale price maintenance 
under the guise of “fair trade” laws has 
rendered the consumer’s problem still 
more difficult. 

The assumption of pure competition 
has been modified to the point of aban- 
donment in a large sector of American 
economy. In a wide and increasing 
range of producing activity, pure com- 
petition as a regulator of prices and a 
guardian of quality simply does not pre- 
vail. In some areas we have private, 
uncontrolled monopoly; in others we 
permit public, regulated monopoly; in 
still others conditions described by the 
terms “oligopoly” and “monopolistic 
competition” prevail; while in certain 
retail lines price-control laws in forty- 
three states permit manufacturers to dis- 
place competitive forces in determining 
what prices consumers shall pay. 

The concept of wealth as anything 
which is scarce, useful, material, and 
transferable is quite arbitrary. Cer- 
tainly it bears no relation to consumer 
welfare. While it may be difficult and 
even impossible to agree on a welfare 
definition of wealth, there is no doubt 
that much of what passes for wealth to- 
day is illth, in the sense that it con- 
tributes positively to the illfare of con- 
sumers, or it is nealth, in the sense that 
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it is neutral in nature, promoting neither 
illfare nor welfare. This suggests that 
wealth, from the consumer viewpoint, 
consists of scarce goods and services 
which promote the welfare of users. 

Although abundant evidence is avail- 
able to support the general assertions 
advanced in the preceding paragraphs, 
space limitations prevent its inclusion. 
The history of legislation on behalf of 
consumers parallels the gradual realiza- 
tion of a people that they needed pro- 
tection from their own incompetence 
and from predatory producers. 


Consumers SEEK PROTECTION 


Under a democratic, representative 
form of government, the presumption is 
that when a majority feel a need, that 
need will express itself in the form of a 
law designed to throw the collective 
power of the people for or against the 
thing they do or do not want. Probably 
the first to realize their inability to 
judge the quality of certain kinds of 
merchandise were the people of Virginia. 
In 1848 imprisonment and fine were de- 
creed for 


any free person who shall knowingly sell 
any kind of diseased, corrupted, or un- 
wholesome provisions whether for meat or 
drink, without making the same fully 
known to the buyer [or] who shall fraudu- 
lently adulterate for the purpose of sale 
any drug or medicine, in such manner as 
to render the same injurious to health. 


A similar law was passed in Ohio in 
1853. 

There was no Federal recognition of 
the need to supplement competition and 
consumer judgment with legislation for 
the purpose of securing quality in mer- 
chandise until 1879, and no action until 
1906. In that year a law was passed 
the effects of which were to protect con- 
sumers of foods and drugs entering in- 
terstate commerce from the more fla- 
grant abuses arising out of their own 
inability to determine quality charac* 


teristics. In the Federal field this law 
represented the extent of consumer 
legislation for thirty-two years, and by 
implication the other four assumptions 
continued to be accepted. By-products 
beneficial to consumers were those por- 
tions of the postal laws designed to 
spare them from receipt of fraudulent 
schemes and corrupting printed matter 
through the mails. 

On the other hand, local governmen- 
tal units, chiefly municipalities, have 
been active on behalf of consumers. 
For the most part, emphasis has been 
directed toward bolstering the individual 
consumer’s ability to judge quality. 
This has resulted in regulation of milk 
production; in control of local market- 
ing of such products as fish, meat, and 
vegetables; and in setting minimum san- 
itary standards for restaurants, bakeries, 
and barbershops. 

In addition, there has been some rec- 
ognition that all things offered for sale 
do not or may not promote the welfare 
of the buyers. This has led to local gov- 
ernmental ordinances forbidding the sale 
of alcoholic beverages or prohibiting the 
sale of cigarettes to minors. Efforts 
have been made also in some localities 
to eliminate or to control gambling facil- 
ities and the practice of prostitution, 

In the broader area subject to state 
governmental authority, legislation de- 
signed to protect consumers directly or 
indirectly has proceeded along several 
lines. Because there are forty-eight 
sovereignties there has been no unanim- 
ity in purpose or method, hence no gen- 
eral trend is observable. A few states 
emulated the Federal Government after 
1906 by passing laws regulating the sale 
of foods and drugs. By 1911 advertis- 
ing practices had grown so flagrantly 
objectionable that Printers’ Ink, an ad- 
vertising magazine, sponsored a model 
statute to control advertising, which was 
enacted into law in twenty-five states 
and adopted in modified form by the 
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legislatures of thirteen additional states. 
It must be noted that while these laws 
gave the appearance of having recog- 
nized the invalidity of the assumption 
that consumers know what they want 
and therefore need no protection from 
predatory advertisers, actually such leg- 
islation was sponsored by advertisers for 
advertisers, on the basis that the more 
scrupulous needed protection against the 
less scrupulous. 

Absence of competition and inability 
of consumers to decide on the fairness 
of prices demanded by suppliers of such 
services as electricity, gas, and telephone 
have led most state legislatures to pass 
laws setting up commissions to func- 
tion on behalf of ultimate consumers. 
Fraudulent practices, made possible be- 
cause so many investors and buyers of 
life insurance know so little, have re- 
sulted in state regulatory laws of vary- 
ing effectiveness. In their role as guard- 
ians of public morals, seven states have 
decided that not all moving pictures pro- 
mote consumer welfare, and have estab- 
lished censorship over all films shown 
within their boundaries. 


RECENT DEVELOPMENTS IN GOVERN- 
MENT PROTECTION OF CONSUMERS 


The 1930’s have witnessed the emer- 
gence of a consumer movement in the 
United States. As a part of that move- 
ment the Federal Government enacted a 
new law in 1938 to protect consumers of 
foods, drugs, and cosmetics. Space re- 
strictions prevent including even a sum- 
mary of its provisions, much less a criti- 
cal evaluation. The fact that such a 
law finally was passed is in itself an in- 
dication of an increasing acceptance of 
the doctrine that the Federal Govern- 
ment has certain obligations to consum- 
ers as well as to smaller segments of pro- 
ducers in the body politic. Additional 
indication of the trend is seen in the 
1938 amendment to the Federal Trade 
Commission Act, empowering the Com- 


mission to regulate interstate advertising 
on behalf of consumers. This represents 
the first Federal recognition that pro- 
ducers do influence consumers in decid- 
ing what they want, and that in the 
process consumers need protection. 

Probably the first official recognition 
that the consumer has a right to be rep- 
resented in policy-determining councils 
occurred when the Consumers’ Counsel 
Division of the Agricultural Adjustment 
Administration was established. Later, 
Congress carried that idea one step far- 
ther when, in passing the Guffey Coal 
Act, it established a Consumers’ Counsel 
as an independent agency to represent 
coal consumers’ interests at hearings be- 
fore the National Bituminous Coal Com- 
mission. 

Federal activity on behalf of consum- 
ers has been paralleled by comparable 
developments in state legislation. In- 
diana is the first state to enact pure food 
and drug legislation modeled on the new 
Federal law, while Wisconsin has de- 
creed that no teaching certificates will 
be granted in economics, social studies, 
or agriculture unless the applicant has 


. studied the co-operative movement. A 


course in consumers’ and agricultural co- 
operation is required in the public 
schools of Wisconsin from the state uni- 
versity down through the grades. Legis- 
lation of varying completeness favorable 
to consumer co-operatives is found on 
the statute books of thirty-two states. 
On the other hand, California, Indiana, 
and Wyoming have recently repealed 
their co-operative association acts. In- 
diana and Wisconsin have undertaken 
legislative efforts to protect users of the 
installment purchase plan from exces- 
sive charges. In 1935 Maine passed a 
law which forbids the sale within that 
state of any cosmetic preparation which 
has not been registered and granted a 
certificate by the Department of Health 
and Welfare. 

* A more positive form of aid to con- 
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sumers was launched in Michigan in 
1938 with establishment of a Con- 
sumers’ Bureau in the Department of 
Agriculture. The announced purposes 
include supplying consumers with speci- 
fications for any article they wish to 
buy, securing standardized consumers’ 
goods, increasing the factual content of 
labels and advertising, and protecting 
consumers against inferior merchandise 
and profiteering. More aggressive in 
purpose is Minnesota’s Consumers’ Di- 
vision, which has power to investigate 
prices of consumer commodities and 
services and to publicize production and 
marketing costs, as well as the profits of 
each manufacturer and handler. 

There have been fewer new develop- 
ments in local governmental units. A 
notable illustration of a positive con- 
sumer service is found in New York 
City’s Consumer Service Division. 
Daily market information is gathered 
and broadcast, and cooking schools are 
conducted. 


TRENDS IN GOVERNMENT PROTECTION 
oF CONSUMERS 


The foregoing brief survey of recent 
developments in government protection 
of consumers indicates three distinct 
trends. First, and possibly most sig- 
nificant, is the increasing action of the 
Federal Government. With no Federal 
recognition of the consumer until 1906 
and then only in a restricted area, Fed- 
eral activity has rather suddenly ex- 
panded, both intensively and exten- 
sively. 

A second trend, and an important one 
for consumers, is the growing tendency 
of government to help consumers posi- 
tively. In addition to enacting legis- 
lation designed to restrain certain activi- 
ties of producers, there is an increasing 
emphasis on dissemination of informa- 
tion. This trend is most pronounced in 
the Federal Government, where activity 
of benefit to consumers is found in five 


major executive departments and seven 
independent offices. Illustrations of such 
consumer aid are found in the publica- 
tion of Consumers’ Guide by the Con- 
sumers’ Counsel Division of the Agricul- 
tural Adjustment Administration, and in 
the pamphlets issued by Consumer 
Standards Project, Consumers Counsel 
of the National Bituminous Coal Com- 
mission, the Bureau of Home Econom- 
ics, and the Public Health Service, to 
mention only a few. 

A third trend is the encouragement of 
consumers’ co-operatives by the Federal 
Government and by many state govern- 
ments. In only sixteen states is the 
movement actually hampered by lack of 
enabling legislation. Certain Federal 
agencies have been particularly favor- 
able to co-operatives, such as Consumers 
Counsel Division, Bureau of Labor Sta- 
tistics, and Farm Credit Administration. 
The last-named administers Federal 
credit unions chartered under a Con- 
gressional Act of 1934. 


NEXT STEPS IN GOVERNMENT PROTEC- 
TION OF CONSUMERS 


In the final analysis, consumers must 
protect themselves in a variety of ways, 
only one of which is by using their col- 
lective power, through government. The 
directions in which government protec- 
tion of consumers should or may be ex- 
pected to expand may be related to the 
basic assumptions upon which past lais- 
sez faire policy has been justified. 


Consumer education 


1. Government can help to make the 
assumption valid that consumers know 
what they want, by developing a formal 
program of consumer education in the 
public schools. Necessarily such a pro- 
gram must have its roots in local and 
state educational systems, and will be 
realized only when there is an insistent 
demand by parents that their children 
be provided with education in the art 
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of consuming, in addition to training for 
producing. In the past, American 
thinking and educational philosophy 
have been dominated by the belief that 
the way to promote national welfare is 
to increase production. It was assumed 
that somehow the distribution of what 
was produced would be made on an 
equitable basis, and that consumers, 
without any special training, would 
know how to choose and use goods and 
services wisely. Events in the 1930s 
have shifted American thinking, with 
the result that noticeable changes are to 
be found in our public school curricula. 
It is not suggested that emphasis on the 
art of consuming should displace vo- 
cational emphasis; rather, vocational 
training should be supplemented with 
consumer education by a program which 
will swing the emphasis in teaching such 
courses as mathematics, chemistry, 
physics, and botany, so as to reveal 
their usefulness to consumers as well as 
to producers. Simple laboratory tests 
of home electrical appliances, for ex- 
ample, would enliven the study of phys- 
ics and enhance its usefulness. It is to 
be expected that certain business in- 
terests will oppose such “practical” edu- 
cation, but it is unlikely that they can 
check the trend. 

Along the same lines, a program of 
adult consumer education can be ex- 
panded by governmental units. Much 
is being done in this direction now by 
the Federal Bureau of Home Economics 
in conjunction with state bureaus and 
state university departments of home 
economics. Other Federal bureaus are 
participating in an extended program of 
adult consumer education, as are other 
state agencies—a development which 
may be expected to expand. 

Advertising may be regarded as an 
educational force with a strong bias. In 
the past, advertisers have spent as much 
in a boom year as was spent on all fore 
mal education, and with practically no 


restriction. As a result, consumers have 
been subjected to a barrage of selling 
propaganda which has been effective not 
in helping them to decide what they 
wanted but in inducing them to accept 
what the advertisers recommended. In 
the future, an increasingly important 
function of government will be to pro- 
tect consumers from false and fraudu- 
lent advertising. 


Informational service 


2. The assumption that consumers 
can judge the quality of goods and serv- 
ices offered in the market place can 
scarcely be made valid in our modern 
complicated economy. The increases in 
range of products, number of brands, 
and use of containers combine to make 
it practically impossible for buyers to 
judge quality. There is abundant evi- 
dence that price is not a reliable quality 
guide, and prospective consumers find 
little to help them in labels or advertis- 
ing. This means that the powers of the 
Food and Drug Administration are 
likely to be extended rather than dimin- 
ished. Although its authority has been 
enhanced under the Act of 1938, from 
a consumer viewpoint it should have 
been enlarged still more, as provided, for 
example, in the original Tugwell Bill of 
1933. 

Enlarged powers without increased 
funds to exercise them may be of little 
help to consumers. In 1937 the Admin- 
istration had only $1,968,637 to spend 
in the enforcement of six different acts, 
compared with approximately $1,500,- 
000,000 spent by advertisers. On a per 
capita basis that amounted to 1.5 cents 
for pure food and drug law enforcement, 
compared with $11.54 for advertising. 
The very least which the Administration 
should have to perform its new functions 
effectively is $20,000,000 a year. 

To guide themselves a little more in- 
telligently among the myriad brands of 
advertised goods, about 130,000 con- 
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sumers pay an annual fee of three dol- 
lars to Consumers’ Research or Con- 
sumers Union for expert advice based 
on laboratory tests. For years, the Na- 
tional Bureau of Standards has been 
conducting tests the results of which 
would be of help to 130,000,000 con- 
. Sumers, but the law establishing the Bu- 
reau does not authorize publication of 
its findings. Perhaps the greatest single 
forward step which the Federal Gov- 
ernment could take on behalf of con- 
sumers would be to authorize the Bu- 
reau to publicize its findings through 
Consumers’ Guide, on radio programs, 
and by means of an annual or semi- 
annual buying guide. This is done suc- 
cessfully by North Dakota and should 
be extended to other states. 


Making competition effective 


3. Americans have long relied on 
competition to insure fair prices. In 
those cases where competition is de- 
sirable, monopoly must be stifled by the 
collective power of government. Where 
monopoly is more economical than com- 
petition, it becomes the function of gov- 
ernment to act as an arbiter of prices, 
seeking equity by balancing the seller’s 
desire for high price against the buyer’s 
desire for low price. 

The expanding program of consumer 
education must show consumers their 
function in making competition effec- 
tive. If, as at present, many buyers fail 
to shop around, but follow the advice of 


advertisers by always insisting upon a 
particular brand, their market practices 
necessarily result in less rather than 
more competition. If citizens permit 
manufacturers to use the sovereign 
power of their state to compel every 
retailer to charge the minimum resale 
price they decree, under the guise of 
“fair trade” laws, they will have less 
rather than more competition. If, on 
the other hand, some consumers organ- 
ize their own co-operative enterprises, 
these very organizations may act as a 
brake on monopolistic tendencies and 
as a stimulus to retail competition. 
These and other similar basic economic 
principles and facts must be included in 
a program of consumer education. 


Intelligent choice 


4. As long as we have formal freedom 
of economic choice, we shall have goods 
and services produced which in the judg- 
ment of some people are detrimental to 
consumer welfare or which, while they 
do not retard it, do not promote it. Al- 
though an alluring picture of consumer 
welfare can be drawn under a system of 
authoritative control, the principle of 
free choice is too important to sacrifice. 
The goal of greater consumer welfare 
should be achieved, not by abandoning 
freedom of choice but rather by teaching 
consumers how to use their freedom in- 
telligently. The function of government 
in this area should consequently be in- 
formational rather than restrictive. 
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Government’s Responsibility for Economic Security * 


By ABRAHAM EPSTEIN 


HE very origin of government is 

due to the human desire for se- 
curity. Mankind’s struggle for civiliza- 
tion and progress has been one long bat- 
tle for security. In primitive times 
man’s primary objective was to provide 
himself with security and protection to 
life and limb and the immediate supply 
of food and shelter. Gradually govern- 
ments were organized to protect their 
people against foreign invasion and 
against the hazards of fire, flood, epi- 
demics, and other natural catastrophes. 
As civilization advanced and the earlier 
dangers were reduced, governments con- 
cerned themselves more and more with 
the establishment of greater security for 
the property and the liberty of the indi- 
vidual. In 1776 the Founding Fathers 
of the United States openly and un- 
equivocally declared that they were 
forming a government for the purpose 
of providing security to life, liberty, and 
the pursuit of happiness. 


THE MODERN SITUATION 


Has the government of today a simi- 
lar responsibility for economic security? 
The answer is obvious. The govern- 
ments inherent function does not 
change with its outer forms. Its re- 
sponsibility for the security of its mem- 
bers obviously remains immutable under 
all conditions. The fact that the peo- 
ple’s security today must be promoted 
by means of economic improvements 
rather than by means of armies and bat- 
tleships does not change the govern- 
ment’s inherent responsibilities. It 
merely reflects the changes in its meth- 
ods under an economic and industrial 
order as against a hunting or pastoral 


* This paper is a revision of an address be- 
fore the Pacific Southwest Academy, Novem- 
ber 22, 1937.—-Ep1ror. 
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society; for the terrors of modern life 
are not wild beasts and marauding 
tribes, but the insecurity of the means 
of livelihood. Because most of us de- 
pend entirely upon a job for our very 
lives, security, and happiness, we are 
completely at the mercy of the indus- 
trial and economic conditions which de- 
termine the fate of our jobs. It is this 
insecurity of the job that is bringing us 
the gravest individual and social dis- 
tress, and that has created the modern 
grim paradox of granaries bursting with 
food supplies, warehouses filled with 
shoes and clothing and goods of every 
kind in overabundance, while men, 
women, and children go hungry and 
naked or depend on charity for their 
very existence. 

Since government today functions in 
an industrial economy, its concern must 
obviously be more and more with eco- 
nomic problems if it is to fulfill its ob- 
jective. Moreover, it must fulfil] this 
function not only for humanitarian mo- 
tives but for its own preservation; for 
the safety of any government, it has 
become evident to all, depends upon the 
economic security of its masses. The 
preservation of our democratic form of 
government can be accomplished only 
through the establishment of security 
for our people; for no society can en- 
dure if it exposes the majority of its 
members to grave and continuous haz- 
ards and injustices. 

This ancient lesson has been made 
especially clear to our own generation. 
Thus, better economic conditions and 
the vast opportunities for development 
which prevailed until recently in the 
United States made American democ- 
racy safe and certain. On the other 
hand, economic insecurity has ushered 
in the new trends toward dictatorships 
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all over the world. We can perpetuate 
our democracy only by avoiding the pit- 
falls of insecurity, for American wage 
earners, like those in other lands, can- 
not be expected to tolerate forever the 
lurking threats of insecurity. They de- 
mand some practical application of the 
political. rights to life, liberty, and the 
` pursuit of happiness, and characterize 
political freedom without accompanying 
economic security as a pretense and a 
sham. Indeed, it is now universally 
agreed that unless economic and social 
injustices are eliminated, our present so- 
„cial order will give way to a somewhat 
different structure. Social justice has 
become a necessity as well as a privilege. 
The American government especially 
must assume a larger measure of re- 
sponsibility for the economic security 
of its people than it has done hitherto, 
because practically all our nongovern- 
mental experiments with security provi- 
sions have made little dent on our prob- 
lem of insecurity. Readers of THE 
ANNALS will recall that only a decade 
ago we were convinced that the pre- 
sumably special characteristics of the 
American industrial structure, such as 
high wages, company welfare programs, 
stock-purchasing plans, private insur- 
ance, and so forth, and the vast op- 
portunities for expansion and growth, 
assured the American system an un- 
paralleled and permanent economic sta- 
bility and prosperity. Today the hopes 
of a decade ago lie shattered. The ma- 
jority of the American people have not 
only come to appreciate the need for 
governmental action for security, but 
are constantly demanding additional 
. governmental measures of protection. 
By 1932 even Mr. Hoover was forced 
’ to accept the assumption of govern- 
mental responsibility towards some of 
the growing problems, while since 1933 
the very name “New Deal” has epito- 
mized this new conception of the role 
of government. . 


ADVANTAGES OF SOCIAL INSURANCE 


Space does not permit here an exten- 
sive discussion of all the possibilities, 
visionary or real, for the elimination of 
existing insecurity, or of all the methods 
available to a government for the pro- 
motion of economic security. All that 
can be done in this article, therefore, is 
to indicate briefly the advantages and 
the limitations of social insurance as a 
governmental means of fostering eco- 
nomic security. 

The advantages of social insurance 
are today widely accepted in all indus- 
trial countries. The method of social 
insurance is practiced extensively not 
only because it is suitable to present-day 
conditions but also because it has so far 
proved the most effective means for 
meeting the chief problems of economic 
insecurity. This is due to the fact that 
the major problems of economic inse- 
curity today arise from the loss of the 
job, or, what really matters, from the 
loss of the wage or salary which the 
job paid. Since the overwhelming ma- 
jority of our people earn a livelihood by 
working for others, receiving for their 
labor a wage or salary, the slightest in- 
terruption or reduction in their wages 
or salaries immediately condemns them 
to destitution and poverty. 

At the same time, there are many 
ways of losing one’s job and one’s means 
of livelihood temporarily or perma- 
nently. Thus, about three million in- 
dustrial accidents in the United States 
every year curtail or stop entirely the 
wage earners’ earning power. On any 
one winter day six million persons are 
ill and unable to earn their livelihood. 
Millions of our workers are forced to 
seek public or private help in their old 
age because they are no longer able to 
earn a living. For ten years now, un- 
employment, the causes of which the 
wage earner neither understands nor is 
able to control, has faced over ten mil- 
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lion workers with all its dire conse- 
quences of poverty and want. 

Although social insurance is not a 
cure-all and cannot abolish any of the 
ills enumerated above, its method lends 
itself best to the alleviation of the wage 
loss because through insurance the indi- 
vidual risk can be eliminated by dis- 
tributing the individual loss, no matter 
how great, among many persons. All 
insurance establishes a collective re- 
sponsibility for the individual loss. 
Through social insurance the principle 
of distributing the risk which underlies 
all insurance is carried farthest; for the 
elemental principle of distributing the 
risks of old-age dependency, sickness, 
unemployment, and death is given its 
widest scope in social insurance by 
spreading the risks to the entire work- 
ing population of a state or nation in- 
stead of limiting them to a selective 
group of policyholders, as in private in- 
surance. Compulsory social insurance 
makes possible the extension of protec- 
tion to the entire working population 
without any of the restrictions inherent 
in private insurance. By spreading the 
risk to its logical maximum, by the in- 
herent low overhead, and by the distri- 
bution of the costs upon all elements of 
society, social insurance not only brings 
protection within the reach of those who 
need it most, but also makes possible 
the assurance of a minimum standard of 
living for all. Indeed, even though so- 
cial insurance cannot possibly save us 
from all the ills of mankind, and its 
technique is adapted largely to the prob- 
lems of wage earners and cannot readily 
be adjusted to meet the problems of 
other sectors of our population, such as 
the independent farmers and the self- 
employed, its advantages are numerous 
and most worth while. 


LIMITATIONS OF SOCIAL 
INSURANCE 


The great possibilities inherent in so- 


cial insurance are beginning to be as 
widely recognized in the United States 
as they have been for nearly a half- 
century abroad. Social security is ac- 
claimed now even by its bitterest op- 
ponents of a few years ago. Since it is 
on the verge of becoming almost a pana- 
cea, it is pertinent at this time to point 
out that social insurance, like private 
insurance, has its limitations as well as 
its advantages. It is indeed fortunate 
that in setting out upon our social. se- 
curity program we can profit by the 
lessons taught by the nearly fifty years’ 
social insurance experience of other 
countries. One lesson has become espe- 
cially clear in the experience of Ger- 
many and Great Britain; for while the 
device of social insurance has met most 
of its objectives in Great Britain and 
has contributed much to the welfare of 
the nation, the social insurance program 
in Germany has most tragically failed 
to attain one of its most elemental aims, 
i.e., security for the masses and stability 
for the nation. 

We must not, indeed, ignore the 
sharp, contrasting experience with so- 
cial security in Great Britain and in 
Germany. The British system of so- 
cial insurance has definitely proved it- 
self a genuine blessing to the nation. 
Largely as a result of this comprehen- 
sive program, British unemployment 
throughout the years of the bitterest 
depression from 1920 to 1933 did not 
decline to even half the level attained 
in the United States or in Germany. 
The production of goods for the home 
market was hardly affected at all. Wage 
rates were maintained throughout the 
depression. Moreover, as the cost of 
living declined during that period, the 
standard of living of the British workers 
actually advanced during the depres- 
sion. England emerged from the de- 
pression not only sooner than any other 
country but on a far sounder basis. The 
percentage of its unemployed has fallen 
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to less than 10 per cent on several occa- 
sions during the last few years. 

In contrast, the German social insur- 
ance program, originally adopted by 
Bismarck in the eighties, may be defi- 
nitely regarded as a considerable factor 
in bringing the Reich to its present 
state. The Bismarckian social insur- 
ance system worked well only as long 
as the program was limited to a few 
phases, its costs fairly low, and German 
enterprise was on the upswing. After 
the adoption of the costly unemploy- 
ment insurance system in 1927, unem- 
ployment mounted and distress in- 
creased. Conditions grew steadily 
worse, so that before long the govern- 
ment was unable to pay the promised 
unemployment insurance benefits. Five 
years after the enactment of its unem- 
ployment insurance system the majority 
of unemployed were receiving degrading 
poor relief or make-work, rather than 
self-respecting insurance benefits. Only 
about one-tenth of the unemployed were 
drawing the curtailed insurance benefits 
in September 1932; and it was largely 
because of the failure of the German so- 
cial insurance system that the desperate 
unemployed workers clutched at Hitler’s 
promises and helped to bring about the 
events of 1933. 


THE CRUCIAL DIFFERENCE 


Why have the consequences been so 
different in the two countries? We can 
attribute this only to the one character- 
istic which most markedly distinguished 
them—the method of raising the reve- 
nue for social insurance. Bismarck 
originally levied the cost of social in- 
surance largely upon employers and em- 
ployees through wage and pay-roll taxes. 
Because until the World War the origi- 
nal Bismarckian method worked well, 
the Weimar Republic continued this 
system. However, after it added its 
system of unemployment insurance, the 
wage and pay-roll levies rose to nearly 


20 per cent of wages, divided equally 
among workers and their employers. 
Instead of promoting security, this 
heavy load actually aggravated the 
problem of unemployment; for the high 
pay-roll taxes stimulated rationalization 
and the displacement of workers by ma- 
chinery. They crushed the marginal 
producer and gave an advantage to the 
larger establishments at the expense of 
the smaller ones. German employers 
also were placed at a disadvantage in 
competing in the foreign market. More- 
over, since the wage and pay-roll taxes 
were borne largely by the workers, di- 
rectly as wage earners and indirectly as 
consumers, the purchasing power of the 
masses declined. All these factors com- 
bined to increase unemployment, which 
finally drove the workers to desperation. 

Contrasted with the German program 
stands the British plan. Instead of fol- 
lowing Bismarck, British statesmen, 
from the very beginriing a generation 
ago, used their social insurance scheme 
as a means of upholding the general pur- 
chasing power at all times. The system 
became a medium through which a part 
of the nation’s profits could be trans- 
ferred to the masses in the form of so- 
cial security benefits, thereby preventing 
great fluctuations and distress. From 
the start, the British Exchequer assumed 
a considerable portion of the cost of the 
whole program in order to distribute 
the burden equitably upon all classes of 
society. This it did through progressive 
taxation which transferred some of the 
upper-bracket income to the lower-in- 
come receivers. Despite the most com- 
prehensive program of social insurance, 
the total wage and pay-roll taxes were 
never permitted to exceed 6 per cent 
of wages. Instead of doubling the taxes 
for unemployment insurance during the 
depression, as Germany did, England 
merely paid out a larger share from the 
‘Exchequer, although it did this in the 
disguise of loans to the insurance fund. 
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English conditions today stand witness 
to the beneficial effects of this pro- 
gram. 


Tue UNITED STATES PLAN 


The above historic lesson and grave 
warning cannot be ignored for long in 
the needed reorientation of our Social 
Security Act. Our insurance plans not 
only do not follow the British example 
of financing social insurance, but create 
even deeper pitfalls than those embodied 
in the German system. Our program 
does not increase the purchasing power 
of the wage earners. By levying the 
costs largely upon the wage- and salary- 
earning population, we provide merely 
a distribution of poverty—not an ex- 
panded income to the groups suffering 
from the modern industrial hazards. 


Our insurance systems do not attempt to 


transfer a portion of that national in- 
come which is not used for consumption 
to the aged and the unemployed in order 
to sustain their purchasing power. On 
the contrary, our programs actually re- 
lieve the wealthy from their traditional 
obligation under the ancient poor laws. 


This tendency has become especially 
glaring in the latest amendments to the 
Social Security Act, which transfer to 
the old-age insurance system the burden 
of support of aged wives, widows, de- 
pendent children, and dependent par- 
ents. Although for hundreds of years 
the burden of such dependency has been 
borne out of general taxation derived 
from the wealthy as well as from the 
poor, it is now to be supported entirely 
through the wage and pay-roll taxes 
paid mainly by the working masses. In- 
deed, the financing base of our insurance 
system goes much farther astray than 
that of Bismarck; for while Bismarck 
provided governmental contributions to- 
wards the expenses of administration as 
well as for some bonuses, our insurance 
systems depend entirely upon the re- 
gressive wage and pay-roll taxes. 

Since the German lesson is so clear, 
the remedy is obvious. The government 
must not only make itself responsible 
for economic security, but it must guard 
against any program which in the name 
of security carries in it the seeds of dis- 
aster and insecurity. 
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Government Regulation of Industry * 


By Duprey F. Pecrum 


HE scope of the topic of this paper 

is so broad that it could encompass 
virtually all the problems involved in 
the attempt to guide and control eco- 
nomic activity by the state. The term 
“regulation” implies, however, control 
by the government, through its desig- 
nated agencies operating under estab- 
‘lished laws, of the economic activities of 
individuals and associations of indi- 
viduals who, within the framework of 
the legal structure, act autonomously in 
the conduct of their economic affairs. 
The title “regulation of industry” fur- 
ther limits the discussion to business or- 
ganizations which are permitted to act 
autonomously. A survey of the problem 
thus presented is consequently circum- 
scribed by the assumption of private 
property or its equivalent, by the na- 
ture of the prevailing philosophy as to 
national policies, and by the govern- 
mental structure itself. 

The analysis varies materially, ac- 
cording as one deals with the problem 
in an authoritarian, autarchic, or demo- 
cratic structure. Even within the demo- 
cratic countries considerable differences 
appear by virtue of differences in the 
form of government—for example, the 
federal as contrasted with the unitary 
type—and also because of differing legal 
rights and concepts. The magnitude of 
the topic thus envisaged necessitates the 
ignoring of administrative and constitu- 
tional issues and requires the confine- 
ment of the discussion primarily to the 
United States. i 

For purposes of analysis of the prin- 

* An address delivered December 14, 1938 
before the Pacific Southwest Academy in Los 
Angeles.—EpITor. 

1 The Central Electricity Board in England 
would fall in this category, as would govern- 


mentally owned public utilities which are sub- 
ject to commission control, n 
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ciples involved in regulatory policy, our 
industrial structure can conveniently be 
grouped under three broad headings: 
(1) competitive industry, (2) natural 
monopolies, and (3) competitive monop- 
olies. 


REGULATION OF COMPETITIVE 
INDUSTRIES 


If one regards competition as the situ- 
ation which obtains when no one pro- 
ducer of a commodity has sufficient con- 
trol of supply to influence appreciably 
the price of that commodity, then a very 
considerable part of our industrial struc- 
ture is highly competitive. Under such 
circumstances, competition is the effec- 
tive guide of production and the de- 
terminant of prices. This does not elim- 
inate government from the picture, 
however, nor does it necessarily imply 
that public policy must be one of sheer 
drift. Rights of private property and 
contract must be defined and enforced; 
health and safety measures may be nec- 
essary and desirable. The production 
of many commodities may be completely 
prohibited—narcotics for example; and 
sale of certain goods to minors may be 
forbidden. It has never really been a 
question as to whether or not there 
should be any social control of industry, 
but rather as to the nature and the ex- 
tent of that control. The essential point 
is that regulation of competitive indus- 
try establishes the rules within which 
competition is to operate. Not only are 
the forces of supply and demand them- 
selves adequate safeguards of public in- 
terest, but legislation to prevent monop- 
olistic exploitation is unnecessary, and 
attempts to eliminate cutthroat competi- 
tion are both useless and out of the 
question.” 

2 This discussion does not eliminate even the 
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REGULATION OF NATURAL MONOPOLIES 


A natural monopoly, in economics, is 
an industry in which production and 
consumption are concomitant, and in- 
vestment is necessarily so large in 
proportion to income that direct compe- 
tition in all phases of pricing and pro- 
duction is not possible. The electric 
light and power industry is one of the 
best examples of this situation. From 
both the theoretical point of view and 
the practical one, regulation in the form 
of price control, and so forth, appears in 
its simplest aspect. Only one enterprise 
needs to be dealt with at any time, be- 
cause customers have practically no 
choice. Monopoly is established by the 
simple device of allowing only one pro- 
ducer to serve a given area. Many pro- 
ducers exist in the country all at the 
same time, but their monopoly is pre- 
served by a limitation of the territory 
which any one can serve. The customer 
cannot disrupt this situation by receiv- 
ing his supply from a producer which 
does not physically contact his local- 
ity. 

fetes complications are introduced 
when, for various reasons, the structure 
of the industry is changed so that the 
consumer has practically identical al- 
ternative sources of supply. The com- 
paratively simple pricing problem at 
once takes on a baffling complexity, and 
regulation is faced with a dilemma. 
The transportation industry is in this 
situation today, and its difficulties 
should give us pause before we under- 
take to extend the principles of public 


use of protective tariffs and immigration laws. 
If a country, as a means of national defense, 
wishes to build up its agriculture, it may do so 
by tariffs designed to encourage production at 
home. Within those limits, however, com- 
petition will take its course. The maximum 
utilization of resources, as economists use the 
term, has meaning, as far as public policy is 
concerned, only within the framework of 
given objectives. 


utility regulation to other fields. Un- 
fortunately, even government ownership 
does not offer an economical solution. 


COMPETITIVE MONOPOLIES 


Lying between the two groups of in- 
dustries that have just been discussed, 
and partaking of many of the character- 
istics of both of them, is the bulk of 
large-scale industry in the United States. 
It is this group that presents to modern 
governments all the baffling complexities 
that arise when competitors are com- 
paratively few in number and conse- 
quently possess varying degrees of mo- 
nopoly power. It cannot be fitted into 
the relatively simple pattern essential 
to effective price regulation and the 
control of profits. The economies of 
large-scale production give rise to com- 
petition between giants, but the limita- 
tion on those economies renders unde- 
sirable—indeed impossible—a resort to 
the creation of nationwide monopolies. 
At the same time, solution by an en- 
deavor to compel a breakdown to enter- 
prises sufficiently small and numerous to 
restore a completely competitive struc- 
ture is equally unsatisfactory. 

This situation is further complicated 
by the existence of large overhead costs 
and the production of widely differen- 
tiated products by the various concerns. 
The determination of costs as a means 
of gauging price discrimination and al- 
lied unfair practices is an administrative 
impossibility. The requirements and 
the possibilities of the use of large quan- 
tities of capital present opportunities of 
“tactical advantages” and monopolistic 
combinations that have constituted a 
threat to national welfare for decades. 
Our laws on patents, resale price main- 
tenance, and fair trade practices have 
served as an additional aggravation of 
the difficulty. Finally, many industries 
are directly associated with the exploita- 
tion of natural resources which are 
highly localized. This gives rise either 
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to monopolistic exploitation or to waste- 
ful competition. 

Because of the complexity of the in- 
dustrial and pricing problems of this 
segment of our economic structure, the 
principles of control which we apply, 
or endeavor to apply, to our public util- 
ities are inappropriate.® At the same 
time, the type of control which suffices 
for the first group discussed is inade- 
quate. The solution which seems to be 
open is that of a middle ground which 
characterizes these competitive monopo- 
lies. The problem is one of developing 
a regulatory policy which will grapple 
with the abusive use of monopolistic 
power, leaving competition to work 
within the limits thus established. At 
the same time, it must be recognized 
that the resultant “imperfect” competi- 
tion may be socially more advantageous 
than the extreme of “enforced” compe- 
tition or monopoly. 


DIFFICULTIES OF EXISTING REGULATION 


Our antitrust laws came into existence 
in response to demands for protection 
against the predatory ambitions and pi- 
ratical practices which accompanied the 
growth of “big business” in this country. 
The economies of large-scale production 
laid the foundation for the combination 
movement, but all the “trusts” that 
grew up had to resort to various forms 
of coercion, deception, and financial 
malpractice to achieve their ends. 

That the antitrust laws accomplished 
a good deal seems to be beyond dispute; 
that they have failed in the main to 
grapple with the fundamental issues at 
stake seems equally beyond dispute. 
The sweepingly prohibitive legislation 
did not distinguish between predatory 
monopoly and the economic advantages 


8 For an extensive presentation of the com- 
plexities of pricing problems today, see Willard 
Thorp, Economic Problems in a Changing 
World (New York: Farrar & Rinehart, Inc., 
1939), Section II, “Some Price Problems” 
(Theodore Kreps). z 


of large-scale production. Moreover, 
our laws have ignored the basic prob- 
lems of price discrimination and finan- 
cial manipulation by which most of the 
monopolistic combinations developed. 

Integration which reduces competition 
and is thereby threatened by the anti- 
trust laws may frequently be economi- 
cal. Mere prohibition as envisaged by 
antitrust statutes may easily offer an 
impediment to logical, sound develop- 
ment. It is enjoinder of the methods 
that we need, rather than outright pro- 
hibition of the elimination of competi- 
tion as such. We need regulations de- 
signed to prevent financial and pricing 
procedures that milk both the consumer 
and the investor and ruin competitors. 

It is high time that regulation of gen- 
eral industry recognize the necessity of 
what has become a fundamental part of 
utility regulation, namely, control of 
financial practices. To this end a sys- 
tem of uniform incorporation laws 
should be encouraged by the Federal 
Government, by the latter’s adoption of 
a policy of sound incorporation and ac- 
counting standards for enterprises en- 
gaged in interstate commerce. 

The evils arising from these gaps in 
our legislation have waited too long for 
a remedy. Experience in public utility 
regulation not only emphasizes the lim- 
itations of the possibilities of other regu- 
lation, but also shows the requisites of a 
workable procedure. We have failed to 
learn either lesson. The Federal Trade 
Commission’s supervision is not only 
unwarrantedly incomplete but also un- 
satisfactorily narrow. 

On the matter of pricing practices we 
have tackled the job from the wrong 
end. Not only should we separate in- 
dustrial prices from transportation, but 
it is high time that we took steps in the 
direction of price publicity.* Business 


*See F. Fetter, Masquerade of Monopoly 
(New York: Harcourt Brace, 1931), for a 
thorough discussion of this problem. 
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activity cannot be considered as purely 
private when it impinges upon or goes 
to the heart of the problem of regula- 
tion. Price discrimination, which pre- 
sents one of the most crucial aspects of 
industrial control, cannot be dealt with 
on the doctrine of legal immunity or 
secrecy. The concept of discrimination 
as developed in transportation and pub- 
lic utility regulation gives an excellent 
foundation for a beginning in this direc- 
tion. 


Our DYNAMIC STRUCTURE 


The kaleidoscopic nature of the 
changes which have beset our industrial 
structure in the last quarter of a century 
emphasizes the necessity for a highly 
flexible program by which both industry 
and our regulatory bodies can work out 
adaptation. This not only demands a 
policy that gives industrial leaders the 
opportunity of solving their problems 
and saddles them with the necessity of 
doing so, but it also requires administra- 
tive machinery which is both co-ordi- 
nated and decentralized. Lack of co- 
ordination in administration has been 
one of the most outstanding character- 
istics of our regulatory policy, especially 
during this depression. The result has 
been confusion and self-defeat. De- 
centralization—or perhaps better, de- 
partmentalization—within our regula- 
tory agencies is desirable. The structure 
is too diverse and complex to be dealt 
with by one single body acting on every- 
thing. Broad policies must be cen- 
tralized, but many of our industries have 
problems of their own sufficiently sig- 
nificant and distinct to be dealt with 
separately. This is true, for example, in 
coal, petroleum, steel, and timber. 


BACKGROUND oF OUR PRESENT 
ATTITUDE 
The explosion of the World War 
forced everyone off the peace standard, 
and we have not yet got back on it. 


We are still on a wartime footing. The 
end of the war brought an escape from 
realities, but the depression brought us 
up with a jolt. Everyone sought refuge 
from the dilemma by reverting to the 
simplified conception of a wartime econ- 
omy. The subsequent developments in 
various countries differed because of 
background, but they have all showed a 
strikingly similar trend. It should be 
noted that the programs in other coun- 
tries parallel to the New Deal in this 
country, have been carried out by ad- 
ministrations historically and congeni- 
tally conservative. 

The objective of our wartime organ- 
ization was the maximization of produc- 
tion without any regard for costs.® 
During the postwar period of prosperity 
our policy was a continuation, essen- 
tially, of wartime arrangements, and it 
now seems to be pretty generally recog- 
nized that we followed a basically con- 
servative program. Unfortunately, the 
New Deal turned out to be an additional 
dose of the same thing under a hew guise 
—priming the pump, a balanced econ- 
omy, putting a bottom under prices, and 
so forth. 

What we fail to recognize is that the 
periods of confusion and adjustment 
after great social upheavals are always 
marked by conservatism—-even reaction- 
ism. We endeavor to wall ourselves off 
against change and disturbance. The 
realities are too complex, too confusing, 
too terrifying. We try to protect every- 
one, and hence virtually try to give a 
monopoly to all. 


And so a political policy or drift, which 
is described by its defenders as progressive 


5 It is highly essential to recognize that war 
is the enemy of democracy. A wartime econ- 
omy has the same effect. It is at least wise to 
realize what we are doing under force of cir- 
cumstances, and not delude ourselves into be- 
lieving that we are embarked upon a great 
liberal reform movement. History might have 
presented a better picture if there had been 
Yewer corporals. 


90 Tue ANNALS OF THE AMERICAN ACADEMY 


and liberal and by its enemies as radical, is 
to my mind essentially conservative. It is 
conservative in the real sense of the term in 
that it is aimed in conserving what we have, 
rather than risking what we have for some- 
thing better. The restrictions upon pro- 
duction, the standardization of wages, the 
limitations of hours, the resale price 
maintenance laws, the minimum price laws, 
and the anti-chain store legislation are all 
alike in that they are aimed at conserving 
and protecting either groups or the whole 
society against the disturbing effects of 
change. It is a comfortable policy; it may 
be a sane policy; it may even be an inevi- 
table policy; but it is not a progressive 
policy.® 


NEED FoR A FLEXIBLE PoLicy 


In many respects, reconstruction pro- 
grams throughout the world represent a 
return to medievalism. The identifica- 
tion of the body politic with all phases 
of the activities of its members is evi- 
dent in some of the governments of 
Continental Europe. Uniformity and 
conformity are the order of the day. 
In most countries there is a strong tend- 
ency to an identification of political and 
economic activity. Man, however, is a 
complex being, and rigid control of one 
phase of his activities leads all too easily 
to an extension to other lines. One can- 
not pigeonhole indivisibles. This means 
that we must realize the complexities of 
our national life and must reconcile our- 
selves to the fact that government, if it 
is to be democratic, at least, can deal 
only with broad policies that bring to- 
gether the common elements in our lives 
and activities. Political organizations, 
as ‘such, are no more fitted to manage 
our economic activity than they are to 
manage our religious conduct—and we 
have long since abandoned the idea that 
the latter is possible, although some of 
the dictators have not. The tremendous 


6€ C. E. Griffin, “The Economic Significance 
of Recent Price Legislation,” Journal of Mar- 
keting, Vol. III, No. 4 (April 1939), p. 366. ° 


variety of our economic interests, activi- 
ties, and aptitudes permits of no simpli- 
fied solution. Sound regulation requires 
the adaptation of policy to specific situ- 
ations and problems. 


FREEDOM IN A POLITICAL DEMOCRACY 


Regulation, of course, is not merely 
an economic question. Political issues 
loom equally large. Democracy is faced 
today with the armed threats of dic- 
tatorships from without, and more 
subtly from within, by the challenge of 
reconciling individual liberty with col- 
lective well-being. It is in the sphere of 
the relationship of government to indus- 
try that this challenge is most imme- 
diate and pressing. Easy, simple, and 
wholesale solutions based upon appeal- 
ing slogans are the sure road to that 
identification of political and economic 
life that characterizes totalitarianism. 
In endeavoring to grapple with the dif- 
ficulties that face us, we should re- 
member that the essentials of freedom 
cannot be obtained or preserved by dic- 
tation. Strict adherence to the principle 
that the function of the state is to in- 
tegrate only the common elements in our 
lives is the sine gua non of a democratic 
community. Man is a social animal, 
and his behavior in terms of social pol- 
icy cannot be compartmentalized. 

It may be that the whole fabric of 
Western civilization and democracy is 
in dissolution and that we can do noth- 
ing about it. Perhaps we do not even 
want to preserve it. - However this may 
be, we certainly are making the wildest 
of assumptions if we take the attitude 
that the economic aspects of our lives 
are so vastly different from the others 
that we can direct them by methods and 
policies diametrically opposed to the 
principles which we employ or profess 
to employ in other phases of public 
policy which affect our everyday ac- 
tivity. We want freedom in speech, 
thought, expression, religion, art, litera- 
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ture, science, and so forth. Yet we despised economic man—that “fictional 
apparently are deluding ourselves into contrivance” of the dismal science.” 
a that = ka can be a ral In connection with this article see “Social 
taine or acquired by erecting a heroic Control of Production,” by David Cushman 
national monument to the “verbally” Coyle, in this volume—Eprror. 
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Regulation of Public Utilities 
By James K. HALL 


F fundamental importance and in- 

creasing contemporary interest are 
` the problems of controlling effectively 
the privately owned public utilities to 
the end that the public welfare will be 
served as fully as possible. Satisfactory 
servicing of basic economic needs of 
present-day society depends in large 
measure upon the adequacy and the 
economy of essential public utility serv- 
ices. Professor Glaeser has observed 
that our public utility industries “so- 
cially, politically, and economically con- 
sidered ... are the sine qua non of 
gregarious life’? Their tremendous 
growth, especially during the twentieth 
century, as evidenced by aggregate in- 
vestment and volume of service, has in- 
creased the dimensions of regulatory 
problems and has emphasized the need 
for careful study preliminary to reach- 
ing effective solutions. 


THE POLITICAL PRINCIPLE OF 
- CONTROL 


Social recognition of the natural tend- 
encies of public utilities toward mo- 
nopolistic operation and the general in- 
effectiveness of artificially maintained 
direct competition, as well as the com- 
petition of substitute services to guaran- 
tee adequate service at reasonable prices, 
has compelled social recourse to the po- 
litical principle as a means of control. 
Henry Carter Adams has well stated that 


the two principles known to civilized so- 
ciety by which the actions of men are con- 
trolled, so far as these actions pertain to 
the rendering of services, are the com- 
petitive principle and the political princi- 
ple. Besides these two, there are no other 
means of controlling the actions of men; 


1 Martin G. Glaeser, Outlines of Public Util- 
ity Economics (New York: The Macmillan 
Co., 1927), p. 2. 
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and if conditions are such that the com- 
petitive principle cannot produce the de- 
sired results, reliance must be placed upon 
the political principle.? 
The election of the political principle as 
a means of control first found expression 
in statutory restraints upon the actions 
of public utilities. Failure to channel 
properly the conduct of utilities through 
this negative type (prohibitory and re- 
straining) of approach caused the sub- 
sequent regulatory move to be in the di- 
rection of positive, coercive law not only 
to guide but to force, if necessary, satis- 
factory utility behavior. Bruce Wyman 
suggests that the “chief distinction be- 
tween public calling and private call- 
ing” is that “in one there is a coercive 
law intimate in its details, in the other 
there is a restraining law general in its 
rules,” 8 

The present special and reasonably 
unified body of law governing the op- 
erations of public utilities is a recent de- 
velopment. Prior to the twentieth cen- 
tury the law relating to public service 
industries was limited in scope, imper- 
fectly conceived, and loose in its appli- 
cation.t The general principles estab- 
lishing the responsibilities of public 
utilities are now well grounded. Those 
within the public service category must 
assume the obligations of serving all 
who apply within the limits of profit- 
ableness, of providing service which 
meets the requirements of adequacy in 
quantity and quality, of serving at rea- 
sonable rates, and of avoiding unjustly 
discriminatory practices in rates and 
service. Although these are far-reach- 


2 The Science of Finance (New York: Henry 
Holt and Co., 1898), pp. 6-7. 

8 Public Service Corporations, Vol. I (New 
Yotk: Baker Voorhis and Co., 1921), p. 39, 

4 Ibid., p. 40, 
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ing responsibilities, the special privileges 
granted to public utilities may be re- 
garded as offsetting compensations. The 
exercise of the sovereign right of emi- 
nent domain, the use of the public ways, 
and the social encouragement and pro- 
tection of utility monopolistic operation 
are valuable advantages. 

Basically, the explanation for the in- 
tensive positive governmental control of 
the public service industries, which 
manifests itself in statutes and quasi- 


administrative boards, is economic rather . 


than legal. The inevitability of mo- 
nopoly and the extraordinary public de- 
pendence on the utilities creates an eco- 
nomic situation which may be resolved 
in the public interest only by govern- 
mental regulatory action. The problem 
is one of economic causation which finds 
legal expression in governmental control 
as a substitute for competition for the 
purpose of protecting the public welfare 
as found in these industries. 


Tue Monoportstic FEATURE 


Distinguishable to the public utilities 
(although perhaps largely a matter of 
degree) are economic characteristics 
which underlie the strong tendencies to- 
ward monopoly. The pronounced econo- 
mies of scale and of fuller utilization of 
plant are factors of great importance 
contributing to monopoly. In the 


ë It has been contended that the telephone 
industry is an exception, with costs increasing 
as the scale of production increases. Cost 
schedules in support of this view represent 
allocations on the basis of the substation or 
message. If attention is directed to the change 
which occurs in service quality, in the distance 
factor in message movement, in service mutu- 
ality, and the like, with increases in the scale 
of production, it may be concluded that the 
service product as well as the subscribers’ 
value of the service undergoes substantial 
changes at the different stages of production 
of telephone service. 

Professor F. W. Taussig states that the tele- 
phone industry is “best managed under mo- 
nopoly conditions for reasons which in part 
are different. . . . In the case of the telephone, 


words of John Stuart Mill, 


When, therefore, a business of real public 
importance can only be carried on advan- 
tageously upon so large a scale as to render 
the liberty of competition almost illusory, 
it is an unthrifty dispensation of the public 
resources that several costly sets of ar- 
rangements should be kept up for the pur- 
pose of rendering to the community this 
one service. It is much better to treat it 
at once as a public function; and if it be 
not such as the government itself could 
beneficially undertake, it should be made 
over entire to the company or association 
which will perform it on the best terms for 
the public.® 


In addition, the high degree of spe- 
cialization of function of public utility 
capital equipment, the nonseparability 
of service product from plant, the high 
cost of plant, the large proportion of 
capital to other productive factors, the 
physical fixity to location, and the ruin- 
ous nature of competition are considera- 
tions which relate to the monopolistic 
operation of public utilities. 

The intense specialization of function 
of utility capital equipment greatly lim- 
its alternative economic uses and neces- 
sitates in the main but a nominal re- 
covery of the capital investment if the 
specialized function may not be served. 

When service is nonseparable from 
plant, the scope of utility operations be- 
comes narrowly restricted to the area 
within which the plant is located or to 





the advantage of unified service is most con- 
spicuous of all. The essence of effective tele- 
phone service is to be able to talk to any and 
every subscriber. Competing telephones, each 
having its own set of subscribers, are the 
height of absurdity. The elimination of com- 
petition is here not only inevitable, but un- 
questionably beneficial, The only possible 
question is whether there shall be public mo- 
nopoly, or private monopoly regulated by 
public authority.” Principles of Economics 
(New York: The Macmillan Co., 1925, Third 
Edition Revised), Vol. II, pp. 422-23. 

8 Principles of Political Economy, Book I, 
Chap. IX, Sec. 3. 
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contiguous regions to which plant ex- 
tensions may be made. This increases 
the risk associated with utility opera- 
tions, as there is only one geographical 
or regional market wherein the service 
may be sold. 

The high cost of plant imposes sig- 
nificant financial limitations and addi- 
tional risks upon potential competition 
and favors the utility already operating 
with established customer connections. 

The large proportion of capital in 
conjunction with the high cost of plant 
means a low rate of capital turnover (in 
gross earnings) and relatively fixed and 
immobile capital investments. The in- 
vestment in plant cannot easily and 
quickly be shifted in response to eco- 
nomic changes which may make this de- 
sirable. Lack of suitable alternative 
economic employments of the capital in 
present physical form requires that a 
shift to other uses be through the proc- 
ess of physical plant depletion through 
under-maintenance and under-deprecia- 
tion, with its gradual conversion into a 
liquid capital fund in this fashion. The 
low ratio of capital turnover in gross 
earnings causes the process to be of long 
duration and hazardous as to ultimate 
success. 

The fixity of much of the physical 
plant to the particular site or sites finds 
expression in high costs of movement 
and, in general, prevents shifting of ma- 
jor equipment (once located) from one 
region. to another or even from one lo- 
cality to another. 

The high fixed charges and the lack 
of alternatives in use of plant, in com- 
bination with other factors discussed, 
cause direct competition among public 
utilities to be decidedly ruinous in char- 
acter, exercising definite restraints on 
competition and creating favorable con- 
ditions for monopoly. 

From the public point of view, con- 
gestion of the public ways with an exces- 
sive quantity of utility plant facilities, 
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a necessary concomitant of competition, 
interferes with public convenience, in- 
creases hazards of movement, is un- 
sightly, and is tangible evidence of the 
capital wastes associated with competi- 
tion. Apart from the inherent tend- 
encies of the public utilities to reach a 
monopoly status, social action in the 
form of franchises, certificates of public 
convenience and necessity, discourage- 
ment of competition through the public 
service commissions, and the like, has 
operated externally to foster and create 
monopoly production of utility services. 
Within as well as without the public 
service industries, therefore, conditions 
are found which indicate that existence 
of direct competition in general is a tem- 
porary and abnormal situation which in 
the long period will not be maintained. 


METHODS oF DEALING WITH UTILITIES 


The alternatives available in dealing 
with the public service industries are: 
independent and unrestricted private 
ownership and operation, which in a 
sense is no alternative, as it is unthink- 
able that these essential industries 
should be permitted complete monopo- 
listic latitude in their rate and service 
policies; * regulation by government, 
which of course may be of various de- 
grees and types under conditions of pri- 
vate monopoly; and public ownership 
and management. It is with the latter 
two alternatives only that we need be 
concerned. With private capital and 
private initiative responsible for devel- 
opment of public service industries, the 
more cautious and less drastic step is to 
attempt to force conformity of utility 
practices to the public interest through 
regulation rather than by outright pub- 
lic ownership and operation. In gen- 


7“To allow the great monopoly industries 
to remain without control in private hands is 
to allow an imperium in impero—nothing less 
thaħ a plutocracy.” F. W. Taussig, op. cit, 

° p. 433, 
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eral, the American public has subscribed 
to the program of governmental regula- 
tion as the alternative to be currently 
pursued, and has endeavored, with more 
or less diligence, to make this policy suc- 
ceed. It should be clear that should the 
present policy of governmental regula- 
tion fail to control the utilities to the 
public advantage during this period of 
trial, resort, in all likelihood, will be to 
the far-reaching alternative of establish- 
ing public monopolies of these services. 
The public interest may not go by de- 
fault for long. 

The ineffectiveness of nineteenth-cen- 
tury franchise and supervisory commis- 
sion regulation led to the development 
of the modern mandatory type of public 
service commission, both state and Fed- 
eral. With the creation of the Inter- 
state Commerce Commission in 1887, a 
coercive Federal regulatory agency came 
into existence. ‘The rapid spread of 
state commission regulation following 
the action of the states of Wisconsin, 
New York, and Georgia in 1907 soon 
resulted in extensive state experimenta- 
tion with this instrumentality in public 
utility control. 


PROCEDURE OF PUBLIC SERVICE 
CoMMISSIONS 


The responsibilities of public service 
commissions are found principally in the 
control of utility services in terms of 
adequacy as to quantity and quality, 
and the regulation of utility rates as re- 
lated to reasonableness of the general 
rate level and to justifiable differential 
rate practices within the statutory limits 
of jurisdictional authority. 

The general process of control of the 
level of utility earnings as administered 
by public service commissions, subject, 
of course, to judicial review, is the de- 
termination of that level of gross takings 
which will provide a fair return upon the 
fair value of the property the utility has 
devoted to public use, after reasonable 


operating expenses have been covered. 
This generalized rule of rate.control in 
application requires the pragmatic de- 
termination of the property of the util- 
ity which is used and useful in rendering 
utility service, with the subsequent 
measurement of its value. The value 
found constitutes the rate base or earn- 
ings base for rate-control purposes. The 
fair return is that portion of earnings 
for the use and benefit of stockholders 
(and from which bondholders are paid 
their interest return) which is the prod- 
uct of application of the fair rate of re- 
turn to the rate base. The fair rate of 
return is, therefore, a percentage rate 
which measures presumably a reason- 
able relative return to the owners. Op- 
erating expenses plus taxes, or operating 
expenses inclusive of taxes, is that sum, 
reasonable in amount, which will permit 
the utility to meet the justifiable run- 
ning expenses of providing the service, 
e.g.: maintenance, depreciation, wages 
and salaries, materials and supplies, and 
so forth. 

In the application of this technique, 
if the findings reveal that a public util- 
ity is obtaining in earnings a sum ap- 
proximately equal to current operating 
expenses plus the fair return (as com- 
puted), the general level of rates is pre- 
sumed to be reasonable. Should earn- 
ings as realized substantially exceed 
operating expenses and fair return, with 
indications of continuing in the future, 
the general level of rates is regarded as 
unreasonably high, and a reduction in 
this level is in order; if earnings are in- 
sufficient to cover operating expenses 
and fair return, with little evidence of 
improvement in the near future, an in- 
crease in the general level of rates be- 
comes appropriate. 


UNSATISFACTORY METHODS 


It may appear superficially that the 
above procedure in the regulation of the 
general level of utility rates should pro- 


96 


duce satisfactory results. Closer exam- 
ination discloses, however, that it is far 
from being adequate and effective. The 
two methods most frequently used by 
public service commissions in determin- 
ing utility rate bases, namely, original 
cost less depreciation and reproduction 
cost new less depreciation, have not 
functioned to provide definitive, accu- 
rately calculated rate bases of a rea- 
sonably permanent character. The in- 
sistence by the United States Supreme 
Court that substantial weight be at- 
tached to “present prices” has caused 
valuations to be reflective not only of 
price level changes, but of conjecture, 
unreality, and general indefiniteness as 
well. Rate base measurement by repro- 
duction cost new less depreciation re- 
quires laborious, time-consuming, and 
costly inventorying and pricing of phys- 
ical property, and the fixing of allow- 
ances for overhead and intangible val- 
ues. The gross value (undepreciated) 
as found is subject to deduction of ac- 
crued depreciation to reach the present 
value of the property for rate purposes. 
Hypothetical in the extreme is the estab- 
lishment of capital values for overheads 
and intangibles in the specific form of 
promotion costs, organization costs, 
financing costs, interest, tax, and like 
costs during an assumed period of con- 
struction, legal expense, engineering 
costs, engineering supervision costs, gen- 
eral contractor’s profit, contingencies 
and omissions, going-concern value, 
franchise value, and so forth. Proce- 
dure in fixing these values varies from 
rule-of-thumb techniques to expressions 
of rather violent guesswork under the 
guise of “reasonable” lump-sum allow- 
ances. 

The “rule of present value,” of course, 
permits capitalization in the rate bases 
of utilities of an unearned value incre- 
ment based upon fortuitous price 
changes above the cost levels at which 
plant installations were made. Further-° 
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more, it is a rule which does not appear 
to operate with equal effectiveness in 
reverse; to fix a rate base on present 
prices which are below actual costs sug- 
gests a prima facie case of confiscation 
of property. The required use of repro- 
duction cost new less depreciation as a 
measure of utility rate bases has been 
responsible in no small degree for the 
general ineffectiveness of commission 
rate regulation. Adoption of original 
cost or prudent investment as fhe 
measure of rate bases would clarify 
this present confused and highly unsat- 
isfactory procedure. Owners of public 
utilities would be placed in a position to 
secure a fair return upon the basis of 
their actual financial sacrifices or in- 
vestments in the property. Rate bases 
adjusted for additions and betterments 
less accrued depreciation, largely a mat- 
ter of accounting, would be current, in- 
expensive to determine, and conse- 
quently usable. 

The fair rate of return—the per cent 
of income which the utilities may justi- 
fiably earn on their rate bases—has been 
subject to loose, vague, and generalized 
interpretation by public service commis- 
sions. This has been another element 
in the situation serving to emasculate 
effective control over utility rates and 
earnings. The expressed attitude of the 
United States Supreme Court has been 
that the net return to public utilities 
should be sufficient to insure financial 
confidence in their operations, to pro- 
vide, under efficient management, an 
adequate flow of capital, and to be rea- 
sonably comparable with the net earn- 
ings received by other business under- 
takings affected by corresponding risks 
and uncertainties in the same general 
region of the country. Public service 
commissions, as a result, have sought to 
fix specific rates of return in the light 
of existing and future conditions in the 
money market, net yields on utility se- 
curities, risks and uncertainties sur- 
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rounding public utilities as compared 
with other undertakings, the, rewards 
necessary to attract capital in adequate 
volume, the efficiency and economy of 
utility management, and like considera- 
tions. 

The rates of return as established by 
commissions reveal a minimum of varia- 
tion, no close reference to actual capital 
costs, and but minor differentiation be- 
tween and among utilities of the same 
class, or different classes. When it is 
realized that to increase the rate of 
return from 7 to 8 per cent is equivalent 
to increasing the rate base by 14.28 per 
cent, the need for close and careful de- 
termination of the fair rate of return 
becomes obvious. The care and atten- 
tion which may be directed by commis- 
sions towards the establishment of a rate 
base may be more than nullified by 
slight variations in the rate of return. 
It is believed that the solution of the 
rate-of-return problem waits upon the 
use of a differentiated rate based upon 
capital costs to each utility with adjust- 
ments made in the rate in immediate 
conformity to changes in capital costs. 
Generalized fair rates of return resulting 
from commission attempts to fix a re- 
turn without specific reference to par- 
ticular capital costs defeat, to no small 
extent, other efforts to control effectively 
rates and earnings. 


CONTROL OF OPERATING EXPENSES 


Commission interests in utility op- 
erating expenses and the more or less 
cursory efforts to regulate these costs 
are a recent development. The rise of 
the public utility management holding 
company with the use of intercorporate 
contracts for materials, services, and 
capital, the absence of arms-length bar- 
gaining, upstream loans, manipulation 
of financial provisions for maintenance 
and depreciation, excessive allowances 
for public relations expense, advertising, 
and so forth, have been factors strongly 


suggestive of the need for careful com- 
mission supervision of operating ex- 
penses. If consumers of utility services 
are to be given fair rate treatment, only 
the legitimate items of operating ex- 
pense should be allowed, and these only 
in necessary and reasonable amounts. 

The significance of operating-expense 
controlin utility rate regulation arises 
from the fact that operating expenses 
are very much greater in amount than 
the fair return on the rate base. Hence 
greater possibilities, generally, in rate 
reductions are to be found in requiring 
the fullest measure of economy in op- 
erating expenses than in effecting re- 
ductions in the fair return. The ex- 
istence of extensive opportunities for 
financial abuses through manipulation 
of operating expenses is an additional 
reason for their rigorous supervision. 
Doubtless many utility managements 
would regard with some indifference 
restrictive commission control over the 
rate base and the fair rate of return if 
they were free to make whatever adjust- 
ments in operating expenses might be 
to their interests. 

The authority of commissions to regu- 
late utility operating expenses is cus- 
tomarily implied from their statutory 
power to regulate rates. It has been 
infrequent for the statutory codes of 
states to grant express authority over 
this phase of utility operations. Dis- 
approval of particular operating ex- 
penses either partially or wholly by 
commissions causes these amounts to be 
disallowed in measuring the utility’s net 
income. However, this does not prevent 
the disapproved disbursements from be- 
ing made, but does require that these 
expenses be met by the stockholders 
from their net income. Consumers, 
therefore, are not burdened by such ex- 
penses, as only the allowed operating 
expenses are deductible prior to deter- 
mining the fair return. 

* The principal weaknesses in the con- 
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trol of operating expenses are found ap- 
parently in the exercise by commissions 
of hindsight rather than foresight, and 
of questioning the legitimacy of particu- 
lar expenditures after they have been 
made. If experience is any guide, little 
is accomplished in their control during 
the current period. In addition, other 
weaknesses are present in financial and 
discretionary limitations upon commis- 
sion investigations and judgments; the 
presumption that the expense level and 
records of the past are an accurate 
standard of proper allowances for the 
future; and the failure of commissions 
to realize that thorough and effective 
control of operating expenses is at least 
of equal importance to the rate base and 
the rate of return in utility regulation. 
It is a sad commentary on the existing 
state of public utility regulation that 
only in the last few years has any seri- 
ous attention been directed toward es- 
tablishment of statutory commission 
control over the budgets of expenditures 
of utilities. Clearly, the effective way 
to prevent unwise operating expense dis- 
bursements is to make the disallowance 
before the expenditures occur, and while 
they are still in budgetary form. Wash- 
ington and Oregon, by enactment of 
comparatively stringent budget control 
laws in 1933 which make budgetary 
supervision an essential and routine re- 
sponsibility of their commissions, have 
initiated a type of operating-expense 
control which other states may well find 
to their advantage to develop. 


INCREASED FEDERAL CONTROL 


Dissatisfied with present procedures 
and results of public utility regulation, 
President Roosevelt early in his adminis- 
tration followed a policy of strengthen- 
ing and expanding Federal control over 
public utilities, with encouragement to 
the states to do likewise. This intensive 
and extensive expansion of utility regu- 
lation has been in several major direc- 


tions. Existing regulatory commissions, 
e.g., the Interstate Commerce Commis- 
sion and the Federal Power Commission, 
have been urged to deal more vigorously 
with their regulatory responsibilities. 
In addition, amendments and amplifica- 
tions of existing statutory law have ex- 
panded the scope of their authority both 
horizontally and vertically. New com- 
missions have been created with exten- 
sive powers and have been assigned 
important regulatory tasks, e.g., the 
Federal Communications Commission 
and the Securities and Exchange Com- 
mission.® 

A new method of Federal control re- 
lating to electrical utilities was outlined 
to the Senate of the United States in the 
Presidential message on the St. Lawrence 
Treaty, January 10, 1934. In that mes- 
sage President Roosevelt called atten- 
tion to his advocacy of the development 
of four great power projects in the 
United States, each to serve as a yard- 
stick to measure the reasonableness of 
the rates of private electrical companies 
in the four major areas. The Tennessee 
Valley project was to function as the 
yardstick for the southeastern region, 
the Boulder Dam project on the Colo- 
rado River for the southwestern region, 
the Columbia River projects, principally 
the Grand Coulee and Bonneville devel- 
opments, for the northwestern region, 
and the St. Lawrence project for the 
northeastern region. David Lilienthal, 
a director of the Tennessee Valley Au- 
thority and in charge of its electrical 
power developments, has asserted that 
the T.V.A. Act is the initiation of a 
new national power policy and power 
program to serve the objectives of more 
effectively protecting the public interest 
through the yardstick rate device and 
furthering greatly increased domestic, 
commercial, and industrial consumption 
of electricity. Professor E. S. Mason 


*sPublic Utility Holding Company Act of 
1935, 
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concludes that these “objectives then 
may be subsumed under the more gen- 
eral one of an inquiry by means of gov- 
ernment operation into the nature of 
cost and demand conditions in the elec- 
trical industry.” ° 

It is not to be assumed that the yard- 
stick technique in both current use and 
future application will replace existing 
technical procedures of the regulation of 
rates. Commissions doubtless will find 
it most impractical to take either whole- 
sale or retail power rates of the Federal 
power projects as an accurate and ap- 
propriate standard of the reasonableness 
of wholesale or retail rates of private 
electrical utilities.° Variations in in- 
vestment costs, operating costs, load 
factors, scale of production, and the 
like, between the public and private 
power systems, even though operating 
in contiguous territories, will preclude 
rigid application of the rates of the pub- 
lic project as a measure of rate reason- 
ableness for private utilities. Attempts 
to make this application and to force 
the rates of private utilities to conform 
to the yardstick standard will un- 
doubtedly cause the private systems to 
allege a violation of due process and will 
force judicial adjudication of the issue 
on the basis of the generalized rule of 
rate making of Smyth v. Ames of a fair 
return on the fair value of the prop- 


? “Power Aspects of the Tennessee Valley 
Authority’s Program,” Quarterly Journal of 
Economics, May 1936, p. 394. 

10 Ibid., pp. 394-95. 


erty used and useful in the service.” 
On the other hand, public opinion, in- 
fluenced and guided by the rate policies 
and the rate levels of the public power 
projects, is a powerful factor which will 
be more or less effective in securing some 
adjustment of private electrical utility 
rates toward the yardstick standards. 


Present STATUS OF REGULATION 


Although significant progress has been 
made in improving the administrative 
procedures and techniques of utility rate 


.and service regulation, much remains to 


be done before a standard of real effec- 
tiveness will have been reached. Per- 
haps the major advance is to be found 
in greater understanding of the regu- 
latory problems and their difficulties on 
the part of the public and the govern- 
mental agencies charged with the tasks 
of control. That public utilities must 
play their part fully in contributing to 
public advantage is an admitted neces- 
sity. Federal, state, and local govern- 
ments, in their respective spheres of 
action, have a great responsibility. Vig- 
orous but impartial exercise of the regu- 
latory process is essential if the public 
interest is to be protected without sacri- 
fice of fair treatment of the private utili- 
ties. Should regulation fail to attain 
that degree of effectiveness which is es- 
sential within a reasonable period of 
time, the alternative of a public mo- 
nopoly of utility services would then 
seem to be inevitable. 


11 Ibid. 
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Government Management of Currency and Credit 


By Joun Parke Younc 


HE tendency for governments to 
regulate increasingly economic life 
has nowhere been more marked than 
in the field of currency and credit. 
Whether the phrase “managed cur- 
rency” be used or not, currencies all 
over the world have been ‘subjected to 
more and more control and manage- 
ment. As in other fields, controversy 
has waged over how far regulation 
should go, what can be accomplished 
by it, and the devices to be employed. 
The earliest types of currency regu- 
lation had to do merely with physical 
characteristics of coins and protection 
against counterfeiting. When paper 
money was issued, if the government 
established rules they were intended pri- 
marily to assure redemption in specie, 
which was considered the end of govern- 
mental responsibility. Regulation was 
later extended to include bank deposits, 
but the duty of government as to the 
safety of deposits was accepted less ex- 
plicitly—partly because the problem 
was not easy. Banks were sometimes 
required to keep certain cash reserves— 
a fraction of the money they were sup- 
posed to have on deposit. Only since 
the World War, in most cases only dur- 
ing the last decade, have governments 
made serious efforts to control the value 
and functioning of money, apart from 
the devices mentioned above aimed at 
setting rough limits to depreciation. 


Nature oF Monetary PROBLEM 


When we pass from an endeavor on 
the part of government simply to assure 
the general safety or validity of money, 
to efforts to regulate its value and to 
guide its functioning in our economic 
system, we arrive at one of the most 
important and most difficult of economic 
problems. The major role money plays 
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in modern highly specialized society, the 
profound effects of price level fluctua- 
tions, and particularly the intimate rela- 
tion of monetary matters to interest 
rates and the business cycle, make the 
question of special consequence. The 
broader aspects of the monetary prob- 
lem have come to be recognized in gov- 
ernmental circles principally as a result 
of the Great Depression. Many govern- 
ments are today endeavoring to deal 
with it from the standpoint of its 
broader implications. 

Society has traveled a long distance 
from the simple state wherein the indi- 
vidual was fairly self-sufficient, and has 
become extremely dependent upon trade 
—buying and selling. It has developed 
a complicated existence in which mone- 
tary values and price movements occupy 
a pre-eminent position. Wages, in- 
comes, and values of nearly all kinds are 
expressed in terms of money. The vast 
industrial machine in which goods are 
produced in huge quantities by special- 
ized processes and distributed to the 
four corners of the world is utterly de- 
pendent upon money, functioning ac- 
cording to monetary costs and prices. 
Our society is organized down to the 
smallest detail, upon a financial or mon- 
etary basis. The proper functioning of 
the monetary mechanism is thus a mat- 
ter of no small consequence. 


AIMS OF MONETARY Poticy 


What is “proper functioning,” and 
just what do we expect of the monetary 
system? In other words, what is the 
goal or objective of monetary regula- 
tion? 

Here we are confronted with the facts 
that the problem of money and prices 

"has theoretical aspects that tax even the 
best economists, and that there is a wide 
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range of opinion on actions to be taken. 
It formerly was thought that the well- 
known quantity theory of money was a 
fairly simple proposition and a rather 
complete explanation of prices. If we 
expanded the volume of money, other 
things being equal, prices would tend to 
rise. What could be more obvious? 
“Other things being equal,” however, 
was a catchall phrase often used to ob- 
viate further analysis. 

This is not the place for a labored 
discussion of the theory of money, but 
as Keynes and others have pointed out, 
the problem of money involves the 
whole gamut of economic theory. An 
expansion of money tends not only to 
raise prices but also to lower the rate 
of interest, increase production, and put 
men to work. Short of full employment 
and full production, however, it may 
have little effect upon prices. Further- 
more, whether the individual decides to 
spend his money or save it, to hold his 
assets in the form of money or in the 
form of real wealth, affects the whole 
stream of economic activity. Depend- 
ing upon whether confidence is high 
or low, monetary expansion may or may 
not mean economic expansion or a rise 
of prices. 

Thus the story goes and the debate 
begins. Does monetary expansion lead 
to maladjustments and an unstable con- 
dition? Does it upset the balance or 
relationship between savings and ex- 
penditures which absorb savings, such 
as those for plant and equipment? 
Does it excessively stimulate the capital 
goods industries, and again at times fail 
entirely to stimulate these industries? 
Do we really want a stable price level? 
One thing is agreed—the consequences 
that flow from an expansion or contrac- 
tion of money affect almost every phase 
of economic life. But this is of little 
help in formulating a currency program 
and discovering where we are trying to, 
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The implications from monetary the- 
ory regarding governmental policy are 
great. Should the government pursue a 
spending program, endeavoring thereby 
to expand the flow of money and in- 
come? If we stabilize the volume of 
money, will economic stability follow? ? 
Should we constantly adjust the volume 
of money to the volume and condition 
of business, and are price movements a 
guide to the amount needed? *® Is the 
demand and supply of gold the chief 
factor in price and business stability, 
and should we attempt to adjust the 
supply of gold through alterations in the 
gold content of money? * Is parity with 
gold and foreign exchange stability a 
prime objective of monetary policy? ë 
Considering world economic develop- 
ments of the past ten years and the dif- 
ficulties of the gold standard, has gold 
ceased to be able to perform useful 
functions and should it be completely 
demonetized? © These are a few of the 
questions confronting currency admin- 
istrators. 


TREND TOWARD CURRENCY 
MANAGEMENT 


While these questions remain un- 
answered with anything approaching 
unanimity, governments have proceeded 
with more and more management. The 
phrase “managed currency” has been 
used with various meanings and has usu- 
ally referred to an irredeemable paper 
currency, with little or no specific back- 
ing, regulated by some governmental 


1See the views of John Maynard Keynes, 
Lauchlin Currie, and others. 

2See the discussions on neutral money and 
an equilibrium rate of interest by K. Wicksell, 
L. von Mises, and F. A. Hayek. 

3 See the views of Carl Snyder, Irving Fisher, 
W. I. King, and others. 

4See James Harvey Rogers, G. F. Warren 
and F. A. Pearson. 

5 See E. W. Kemmerer and others, 

8 See Frank Graham, C. R. Whittlesey, and 
others, 
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agency, as opposed fo the semi-auto- 
matic functioning of the gold standard. 
Strictly speaking, however, no currency 
is entirely unmanaged, and the question 
today is largely one of how much man- 
agement and what kind should be im- 
posed, of the probabilities of impartial 
and competent management, and par- 
ticularly of the effectiveness and the 
consequences of control devices. Look- 
ing around the world, we find that 
practically all currencies are now sub- 
jected to a fairly large amount of gov- 
ernmental regulation. 

The aims which in actual practice are 
sought are usually rather hazily recog- 
nized, but in general are to maintain as 
great a degree of foreign exchange sta- 
bility as possible, and at the same time 
to maintain as much price and domestic 
economic stability as possible; or to put 
it negatively, to avoid actions which it is 
felt might upset conditions. Measures 
toward these ends are usually taken 
rather clumsily and gropingly. More- 
over, it must be admitted that a consid- 
erable amount of management by gov- 
ernments is opportunistic, or akin to 
blind wandering. The objectives are 
complicated by the needs of treasuries 
and the fact that most governments are 
operating under deficits which tend to- 
ward currency expansion. 

Particularly under war conditions are 
currency objectives subordinated to the 
raising of revenue. Thus the immediate 
currency problem for a large part of the 
world is that of holding inflation in 
check. 

The present trend toward currency 
management has been stimulated by the 
economic confusion of recent years and 
the necessity of taking action of some 
kind. It is true that much of the con- 
fusion is in itself due to unfortunate 
currency policies. China turned to a 
managed currency when her silver 
standard broke down. Great Britain 
started the ball rolling by leaving gdid 
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in 1931. Then came a period of cur- 
rency chaos throughout the world un- 
precedented in history. It has also been 
a period of currency revolution, when 
ideas have been radically altered. 


THE GOLD STANDARD 


A managed currency is not the op- 
posite of the gold standard.” The prob- 
lem is not one of the gold standard 
versus the non-gold standard, but one of 
regulating the currency and credit sys- 
tem and the flow of money so as to yield 
the desired price and economic stability 
—in so far as this can be accomplished 
by currency devices. 

Gold movements under the former 
system tended to regulate currency and 
economic conditions, largely by expand- 
ing or contracting bank reserves. Gold, 
however, has long been recognized as an 
imperfect regulator of such conditions. 
The continual inflation and deflation 
which took place under the gold stand- 
ard sometimes became disastrous. To- 
day gold has little influence in currency 
and credit systems, and the attempt is 
being made to provide stability by other 
devices. Since the breakdown of the 
gold standard, few nations have shown 
much interest in restoring gold. Some 
economists would abandon gold perma- 
nently. Others feel that in spite of its 
shortcomings, gold has a place in cur- 
rency systems. 

Although surrounded by superstition 
and ghosts, gold can be useful in settling 
foreign balances and in providing ex- 
change stability. The recent huge im- 
portation of gold into the United States, 
however, has not been to settle balances, 
but on the contrary has itself been an 
unbalancing item. With the world in 
a chaotic condition and with little in- 
terest in the gold standard, there is 
slight prospect of any near term ar- 


5 7 Unless we define the gold standard in its 
completely rigid and 100 per cent automatic 
sense, 
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rangements wherein gold would be used 
extensively to clear balances between 
nations. 

Because of the high price which the 
United States has established for gold 
and the fact that this country will ab- 
sorb gold at this price without limit, the 
metal is now being mined in very large 
amounts. Most of the world’s mone- 
tary gold has come to America,’ and 
with gold production at new peaks, this 
country’s reserves of approximately sev- 
enteen billion dollars continue to mount.” 
If the gold standard should not be re- 
stored in the rest of the world (and 
such restoration appears uncertain), the 
United States will have had unloaded 
upon it most of the world’s monetary 
gold in exchange for real values. Dug 
from the ground in South Africa, it is 
being buried in the ground in America 
after having been paid for with Ameri- 
can dollars. 

While fixed exchange rates, which the 
gold standard helps to provide, have im- 
portant advantages, the cost of main- 
taining such rates may under certain 
circumstances become excessive. Meas- 
ures to maintain fixed rates in terms of 
gold may involve deflation, falling com- 
modity prices, and a lack of prosperity. 
Currency policy, therefore, may be 
faced with a decision between fixed rates 
and domestic well-being. Thus, France 
prior to 1936 held the franc steady in 
the foreign exchange markets, but be- 
cause of this suffered more acutely at 
home. Since 1931 Great Britain has 
felt that a stable pound in terms of gold 
would require sacrifices not compen- 
sated for by the gains, and has there- 
fore not pegged the pound at a fixed 
level, although she has through her sta- 
bilization fund endeavored to provide as 


8 Gold imports for the past five years have 
averaged $1,509,000,000. In 1938 the United 
States acquired $1,974,000,000 of gold, and 
during the first eight months of 1939 about 
$2,500,000,000, 
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much foreign exchange stability as prac- 
ticable. The United States and several 
other leading countries also have stabi- 
lization funds which endeavor to prevent 
fluctuations in exchange—fulfilling a 
function formerly performed more or 
less automatically by gold.® 

It can be seen that the problem of 
gold is not an easy one for currency ad- 
ministrators. Particularly is thus true 
in the case of the United States, with 
its enormous stock of gold, a high fixed 
price for the metal, and the rest of the 
world not on gold. 


MONEY AND THE BUSINESS CYCLE 


Regarding a practical currency pro- 
gram for the United States at the pres- 
ent time, we find two fairly well defined 
schools of thought. One group believe 
that booms and depressions can to a 
large extent be moderated through the 
use of monetary measures, and that 
monetary policy therefore should be 
directed toward flattening out the busi- 
ness cycle. The other group feel that 
the business cycle is basically a non- 
monetary matter, and that while at 
certain times monetary measures may 
contribute toward economic stability, 
under most circumstances monetary ma- 
neuvers are harmful, impeding necessary 
adjustments in the economic system and 
leading to nervousness and uncertainty 
in the business world. They feel (with 
varying emphasis) that monetary policy 
should concern itself primarily with such 
things as the quality of the assets be- 
hind currency and credit and with main- 
tenance of parity with gold, thus con- 


? The gold standard, however, included ar- 
rangements tending toward equilibrium in the 
balance of payments at the fixed rates. The 
absence of such arrangements under a system 
of controlled exchange rates is likely to lead 
eventually to disturbance and difficulty. This 
was one of the difficulties in the years leading 
up to the currency collapse of 1931. The gold- 
standard mechanism during that period had 
ben restricted or disregarded. 
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tributing. to confidence and order in 
international affairs. 

The first group, on the other hand, 
would expand the volume of money in 
periods of depression and falling prices, 
and conversely contract the volume in 
periods of boom and rising prices. The 
reasoning is that the immediate cause of 
recession is a shrinkage in the demand 
for goods, and that this shrinkage, if 
left alone, feeds on itself, becoming con- 
tinually worse. The shrinkage in de- 
mand is reflected in a decline in prices, 
in a contraction in the volume of money, 
and in a slowing down of the rate of 
turnover and the flow of income. 

It is argued that the government 
should at such times endeavor to stabi- 
lize demand by expanding the circulat- 
ing media; that such expansion of 
money will tend to expand spending, 
i.e., to revive demand; and that one of 
the best guides as to whether demand is 
stable is an index of the general price 
level, an index that reflects the average 
prices of all goods bought and sold, in- 
cluding securities and services. If the 
price level rises, it indicates that de- 
mand is outstripping supply; while if 
it falls, it indicates the opposite. It fol- 
lows that monetary policy should ordi- 
narily aim to maintain a relatively 
stable price level and that this should 
be accomplished by expanding or con- 
tracting the circulating media,’° Infla- 
tion and deflation—those great disrup- 
ters of economic life—cannot be seri- 
ously disturbing if the currency volume 
is controlled, expanded if deflation sets 
in and contracted if inflation begins. It 
is like steering a car—if the car starts 
‘to veer in one direction, the wheel 
should be turned toward the other di- 
rection; if it is turned too far it should 
be turned back, the aim being to keep 
the car constantly in the center of the 


19 Wilford I. King, The Causes of Economic 
Fluctuations (New York: Ronald Press, 1938), 
p, 296, z 
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road. This viewpoint, with variations, 
is held by a large number of oustanding 
economists. 

The opposing view is also held by a 
large number of distinguished econ- 
omists. The Board of Governors of the 
Federal Reserve System in March 1939 
issued a statement disagreeing with cer- 
tain proposals, based on the reasoning 
of group one, to use monetary devices to 
stabilize business. This statement said: 


. Experience has shown, however, that (1) 
prices cannot be controlled by changes in 
the amount and cost of money; (2) the 
Board’s control of the amount of money is 
not complete and cannot be made com- 
plete; (3) a steady average of prices does 
not necessarily result in lasting prosperity; 
and (4) a steady level of average prices is 
not nearly as important to the people as a 
fair relationship between the prices of the 
commodities which they produce and those 
which they must buy.1+ 


Economists favoring this latter posi- 
tion point out that price movements are 
not solely the result of changes in the 
volume of money. Changes in the ve- 
locity of money, or the rapidity with 
which it turns over, are continually tak- 
ing place, reflecting many forces of a 
nonmonetary nature which lead to a rise 
or fall of prices. We must go behind 
the velocity, they say. Furthermore, 
the relationships between the prices of 
commodities, between costs and selling 
prices, are exceedingly important from 
the standpoint of prosperity or depres- 
sion. 


CONCLUSION 


The differences of opinion on the cur- 
rency question are to a considerable ex- 
tent those of emphasis, and there is basi- 
cally much more agreement than might 
appear on the surface. Practically all 
are agreed that the former gold standard 


11 “Managed” Currency, published by Econ- 
émists’ National Committee on Monetary 
Policy, New York, April 1939, 
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was far from perfect, that fluctuations 
of the price level were often the source 
of serious trouble, and that efforts to 
remedy this condition deserve most 
careful attention. There is little dis- 
pute over the fact that an intimate rela- 
tionship exists between monetary and 
credit matters and the ups and downs 
of business. It is also agreed that the 
state of confidence exerts a powerful in- 
fluence upon currency movements, upon 
savings and the flow of income. Prob- 
ably no economist would dispute the 
fact that the velocity of money reflects 
nonmonetary forces; yet one group 
would deal with a disrupting change in 
velocity as merely a symptom of some 
nonmonetary movement, and to be dis- 
covered and treated as such. Another 
group would agree that velocity is a 
symptom but would remedy matters by 
monetary devices, that is, by compen- 
sating changes in the volume of mcney 
—not necessarily to the exclusion of 
other remedies. 

Those who fear a large amount of 
currency management realize the grave 
conditions which can come from mis- 
management and political manipulation. 
Those who welcome it are impressed 
with the grave conditions which have in 
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actual fact resulted from lack of regula- 
tion or from uninformed actions. Events 
of the past ten years provide ample evi- 
dence of this. The former currency sys- 
tems were unable to meet the strains of 
current developments, including the 
high-pitched international economy, 
however irrational it may be. As a 
result, whether we like it or not, 
positive regulation is here and will re- 
main. 

It is clear that currency devices are 
very powerful forces for good or evil, 
and that currency and credit systems 
have not functioned well when left to 
gold and so-called automatic devices. 
The degree to which the problem can be 
solved by government is still unknown. 
In view of the profound effects of cur- 
rency disturbances, the currency ques- 
tion offers a challenge to the resource- 
fulness and ability of government. 
When it is remembered that prices and 
monetary incomes are at the heart of 
our economic system and that currency 
matters have much to do with economic 
and social conditions in general, perhaps 
with the survival of free institutions and 
enterprise, the currency problem is seen 
to be one of the major problems of to- 
day. 
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Fiscal Policy as a Factor in Stability 
By R. A. GORDON 


CONOMIC stability is not greatly 

to be desired if it involves a vol- 
ume of unemployment comparable to 
that which this country has experienced 
in recent years. Our criterion of policy 
here, therefore, is stability and rela- 
tively full employment. What part fis- 
cal policy can play in achieving this goal 
still lies in the realm of controversy, 
even among economists. In the space 
here available, we cannot hope to do 
much more than clarify some issues. 
Our chief aim will be to indicate, in gen- 
eral, the conditions under which fiscal 
policy may play an important role in 
the drive to eliminate the extremes of 
instability from our economic system. 


THE NATURE OF INSTABILITY 


Economic instability is a complex and 
changing phenomenon which takes a 
variety of forms. Conceivably, the fis- 
cal policy most effective in meeting one 
type of instability may be ineffective, 
even harmful, if disturbances of a dif- 
ferent sort occur. We must consider, 
therefore, the types of instability which 
fiscal (or any stabilization) policy may 
have to face. 

For our purposes, three types of eco- 
nomic fluctuations may be singled out 
for attention: (1) relatively short busi- 
ness cycles, of only moderate intensity; 
(2) major cycles, accompanied by se- 
vere and prolonged depressions; and 
(3) secular movements corresponding to 
fundamental changes in the underlying 
situation, for example, so-called “secu- 
lar stagnation.” + 

1 This classification is similar to that given 
by J. M. Clark in “An Appraisal of the Work- 
ability of Compensatory Devices,” American 
Economic Review, Vol. XXIX (March Sup- 
plement, 1939), p. 194. See also, by the same 
author, Economics of Planning Public Werks 
(Washington, 1935), Chap. 4. s 


Depressions connected with short 
business cycles are neither so severe nor 
so prolonged as that which we expe- 
rienced after 1929. Maladjustments 
which arise during the prosperity phase 
of such cycles are not so serious that 
spontaneous revival, aided perhaps by 
new originating causes, cannot take 
place within one to two years after the 
downturn. If intelligently administered, 
fiscal policy is likely to be most effective 
in meeting this type of instability— 
though, because of the brevity of the 
cyclical swings, the problem of timing 
may create difficulties. 

The case of major cycles—accom- 
panied by depressions as severe as that 
of the 1870’s or the 1930’s—presents 
additional complications. Maladjust- 
ments giving rise to major depressions 
are more serious than in the previous 
case, and a fiscal policy geared merely 
to offset changes in private spending 
may do little to remove these difficulties. 
If depressions are severe and prolonged, 
a fiscal policy formulated with the short 
cycle in mind is almost certain to be 
inadequate, with respect both to the 
amounts involved and to the nature of 
the measures to be utilized. Some con- 
trol over the boom, as well as the de- 
pression, phase of both major and minor 
cycles is necessary if a stabilization pol- 
icy is to be effective, and a major boom 
is not only difficult to control but, worse, 
even difficult to recognize when it does 
occur. Further, even in the case of mi- 
nor cycles, fiscal measures are likely to 
possess only limited effectiveness if not 
combined with the other weapons at a 
government’s disposal; the need for such 
co-ordination of policies in the case of 
major cycles is even more pressing.? 


*2See H. S. Ellis, “Stabilization and Ameri- 
can Monetary Policy,” Proceedings of the Sev- 
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We come now to the problem of secu- 
lar movements. We should include here 
long-term growth and expansion, as well 
as secular decline and stagnation; but 
“economic progress,” no matter how 
rapid, has never been considered a type 
of instability which ought to be elim- 
inated or curbed by government meas- 
ures. Nonetheless, the seeds of secular 
stagnation are to be found in the pre- 
ceding secular expansion; stagnation 
comes when an economy ceases its for- 
mer rapid rate of growth but does not 
easily adjust itself, through adequate 
changes in the proportions of the na- 
tional income saved and consumed, to 
a decline in investment opportunities. 
Cyclical fluctuations will continue, but 
upswings are regularly cut short below 
a point of full utilization of total pro- 
ductive capacity, and through “pros- 
perity” and depression a large volume 
of unemployment persists. This type of 
analysis is being increasingly applied to 
the present situation in the United 
States.” If this be the type of instabil- 
ity we face, the problem of utilizing fis- 
cal policy as a stabilizing force becomes 
all the more difficult. 


QUANTITATIVE ASPECTS OF FISCAL 
PoLicy 
We must now turn to a consideration 
of the available fiscal weapons out of 
which conceivably may be forged a 


enteenth Annual Conference of the Pacific 


Coast Economic Association (1939), pp. 10-14. 

3 See A. H. Hansen, Full Recovery or Stag- 
nation? (New York, 1938), Chaps. 17-19; 
“Economic Progress and Declining Population 
Growth,” American Economic Review, Vol. 
XXIX (1939), pp. 1-15; and the summary 
statement of his testimony before the Tempo- 
rary National Economic Committee, T.N.E.C. 
Release No. S-10, May 15, 1939. See also R. 
V. Gilbert and others, An Economic Program 
for American Democracy (New York, 1938), 
Chap. 1; and G. Colm and F. Lehmann, Eco- 
nomic Consequences of Recent American Tax 
Policy (Supplement I to Social Research, New 
York, 1938). 
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stabilization policy which will meet one 
or more of the types of disturbance men- 
tioned above. 

Ordinarily, advocacy of fiscal policy 
as a stabilizing force takes the form of 
recommending a “compensatory budget 
policy.” In its complete form, such a 
policy involves a budgetary deficit when 
private spending is declining, and a 
budgetary surplus when business ac- 
tivity has sufficiently recovered. In its 
incomplete form, this policy merely calls 
for the deficit-spending during depres- 
sion. In either case, of course, it is as- 
sumed that the deficit will be financed 
so as not further to decrease private 
spending, which means borrowing newly 
created bank credit or funds that would 
otherwise lie idle. 

These proposals deal with only the 
quantitative side of fiscal policy—with 
the totals of expenditures and receipts 
and the difference between these two 
magnitudes (the size of the surplus or 
deficit). But the effectiveness of a’ 
quantitative fiscal policy will depend in 
part on the qualitative aspects of that 
policy—on the nature of the expendi- 
tures and receipts that together create a 
given deficit or surplus. For the mo- 
ment, we will confine ourselves to the 
quantitative side. 

Conventional treatment of quantita- 
tive compensatory budget policy con- 
centrates its attention on the amount 
of the budgetary deficit or surplus. But 
a deficit may arise through either in- 
creasing expenditures or reducing re- 
ceipts (or both); and similar considera- 
tions hold for a budgetary surplus. 
Planning of a compensatory budget pol- 
icy must therefore take into account the 
possible effects of creating the deficit (or 


4 For a similar distinction between these two 
aspects of fiscal policy, see W. Röpke, Crises 
and Cycles (London, 1936), p. 156. See also 
J. W. Sundelson, “Fiscal Aspects of Planned 
public Works,” in J. M. Clark, Economics of 
Planning Public Works, pp. 176-77. 
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surplus) through changes in one side of 
the budget rather than the other. 

In depression, whether mild or severe, 
it is inevitable that quantitative fiscal 
policy take the form of deliberately in- 
creasing expenditures rather than reduc- 
ing receipts. Tax systems have become 
increasingly sensitive to cyclical fluctu- 
ations. Revenues therefore decrease of 
themselves during depressions. The 
normal financial commitments of the 
government, however, show no similar 
decline, while the depression puts addi- 
tional burdens on the state which may 
cause the total of expenditures actually 
to increase. If stimulation is to be pro- 
vided through increasing the deficit 
above what the depression itself creates, 
the increase is almost certain to come 
from the expenditure side. Control of 
expenditures also provides a more flex- 
ible and accurate instrument of policy 
than does manipulation of tax rates. 

On the upswing of the cycle, improv- 
ing tax yields and declining relief costs 
will automatically improve the budget 
position. If budgetary surpluses are 
now to be accumulated, the question 
arises whether the government should 
aim at decreasing expenditures further 
or accelerating the increase in revenues 
—if necessary, by increasing tax rates.” 
The decision as to which of these two 
policies to pursue will depend on: (1) 
political expediency (which will prob- 
ably militate against doing either, but 
particularly against reducing expendi- 
tures), (2) possible cyclical repercus- 
sions, and (3) other aspects of govern- 


5 The accumulation of surpluses in itself cre- 
ates a problem which cannot be fully discussed 
here, The surpluses may be held in cash, 
placed on deposit, or used for debt repayment 
or for investment in various types of securi- 
ties. Careful handling of this problem is es- 
sential if the boom and the subsequent down- 
swing are not to be accentuated. This question 
has frequently been discussed, especially in 
connection with the accumulation of unem- 
ployment and other reserve funds. od 
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ment policy. With regard to the second 
factor, the two methods may yield dif- 
ferent results; in particular, selective 
changes in tax rates may be able to 
eliminate some of the maladjustments 
which ordinarily arise during boom pe- 
riods. More will be said on this point 
in the next section. 


Effectiveness of quantitative policy 


We must now briefly consider the pos- 
sible effectiveness of quantitative fiscal 
policy, particularly during depression. 
The argument for deficit-spending takes 
a twofold form: (1) such spending, 
whether on public works or something 
else, adds to total incomes by an amount 
greater than itself (the “multiplier” ef- 
fect), and (2) the revival begun by 
deficit-spending will continue under its 
own momentum after the stimulus of 
deficit-spending has been withdrawn 
(“pump-priming” effect). These two 
effects must be distinguished.6 We may 
have the first without the second, al- 
though it is not likely that the reverse is 
also true. 

Both theory and actual experience 
seem to indicate that deficit-spending 
may have substantial self-multiplying 
effects.’ But there is no single size of 


6 See J. M. Clark, American Economic Re- 
view, Vol, XXIX (March Supplement, 1939), 
pp. 199-200. 

7 By now, the literature on the “multiplier” 
has become too extensive to be cited in any 
great detail here. See, however, in addition to 
the writings of Clark, Walker, and Mitnitzky 
cited in other footnotes, the following: R. F. 
Kahn, “The Relation of Home Investment to 
Unemployment,” Economic Journal, Vol. XLI 
(1931), pp. 173-98; J. M. Keynes, The Means 
to Prosperity (London, 1933) and The Gen- 
eral Theory of Employment, Interest, and 
Money (London, 1936), Chap. 10; A. D. 
Gayer, “Fiscal Policy,” American Economic 
Review, Vol. XXVIII (March Supplement, 
1938), pp. 90 ff. For other citations, see R. 
A. Gordon, “A Selected Bibliography of the 
Literature on Economic Fluctuations,” 1930-36 
arfd 1936-37, Review of Economic Statistics, 
Vols. XIX (1937) and XX (1938). 
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the multiplier that can be expected al- 
ways to hold for any given country, even 
assuming constancy in the spending and 
saving habits of the community. Nor 
can we determine without due considera- 
tion of all the attendant facts, whether 
deficit-spending can successfully “prime 
the pump,” in the sense indicated above. 
With regard to both the size of the mul- 
tiplier and the possibility of successful 
pump-priming, we must be careful to 
consider, in addition to the causes of 
“leakages” usually discussed: (1) the 
type of disturbance being encountered, 
(2) the qualitative aspects of the budget 
policy being pursued—the nature of ex- 
penditures and receipts and their effects 
on private spending, and (3) other fac- 
tors affecting the expectations of private 
spenders; for example, the effect of the 
size of the deficit on public confidence 
or the nonfiscal aspects of government 
policy. 

We cannot here examine the wide 
range of possibilities that obviously ex- 
ists. One or two general points, how- 
ever, may be made. Pump-priming ef- 
fects will obviously depend in good part 
on the type of instability; they are most 
likely to occur in the case of minor de- 
pressions. With regard to the multi- 
plier, it must be remembered that 
changes in income are related to private 
as well as public investment, and that 
deficit-spending itself or some other 
aspect of government policy may cause 
a simultaneous (offsetting or augment- 


8 See, however, J. M. Clark, “Cumulative 
Effects of Changes in Aggregate Spending as 
Illustrated by Public Works,” American Eco- 
nomic Review, Vol. XXV (1935), pp. 15-20; 
ibid, Vol. XXIX (March Supplement, 1939), 
pp. 201-4; and Economics of Planning Public 
Works, Chap. 9; E. R. Walker, “Public Works 
as a Recovery Measure,” Economic Record, 
Vol, XI (1935), pp. 187-201; M. Mitnitzky, 
“The Effects of a Public Works Policy on 
Business Activity and Employment,” Interna- 
tional Labor Review, Vol. XXX (1934), mp. 
435-56; and A. D. Gayer, “Fiscal Policy,” op. 
cit. 
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ing) change in private investment.® 
Further, if deficit-expenditures are con- 
tinued for some time, the multiplying 
effects of later increments are almost 
certain to be different from those of 
earlier ones (and for reasons other than 
the mere fact that the size of the na- 
tional income has changed). 


QUALITATIVE ASPECTS OF FISCAL 
Porrcy 


We have already emphasized the fact 
that the qualitative side of fiscal policy 
cannot be ignored in formulating an ef- 
fective stabilization program. The form 
taken by budgetary, expenditures and 
receipts may have important repercus- 
sions on private, especially business, 
spending. Only a few of the possibili- 
ties in this direction can be indicated 
here. 

Originally, deficit-spending was con- 
ceived of in terms of expenditures on 
public works, but other types of ex- 
penditures may also have substantial 
expansionary effects. Considerable va- 
riation may arise in the degree of stimu- 
lation provided by the various types. 
Among the determinants here are: the 
proportion of the expenditures going 
directly into wage payments; the extent 
to which capital-goods industries are 
stimulated directly (or only indirectly 
via an initial expansion in consumer- 
goods industries); effects of public ex- 
penditures on cost and price structures; 
the extent to which expenditures create 
public investment which competes with 
private enterprise; the flexibility of the 
various types of expenditures with re- 
spect to timing; and soon. More needs 
to be done in determining the effective- 
ness of various types of expenditures in 

8 Repercussions on private investment are 
also important in determining pump-priming 
effects. See J. M. Clark, “Effects of Public 
Spending on Capital Formation,” in National 
Industrial Conference Board, Capital Forma- 


gion and Its Elements (New York, 1939), espe- 
cially pp. 61-64. 


110 


the light of the above and other perti- 
nent considerations.?° 

Methods of taxation are also impor- 
tant on the qualitative side. A given 
deficit or surplus may have different ef- 
fects depending upon the impact of the 
tax burden on private spending. Dur- 
ing depression, taxes which lead to a 
shift from saving to spending on con- 
sumption are in themselves stimulating 
in effect. High surtaxes on large in- 
comes, however, combined with the 
availability of tax-exempt securities, 
may discourage the flow of capital into 
private investment. High taxes on cap- 
ital gains, particularly if inadequate al- 
lowance is made for capital losses, may 
slow up the movement of funds into the 
riskier types of investment. Income 
taxes fit into a cyclical budget scheme 
better than sales or property taxes; the 
possibility also exists of altering the 
schedule of income-tax rates with dif- 
ferent phases of the cycle. We need 
further investigation of the possibilities 
of using selected changes in the tax 
structure as a means of controlling both 
prosperity and depression.** 

A serious limitation on the use of tax 
policy in this way, however, arises from 
the fact that the most effective means 


10 The problem has been discussed some- 
what, chiefly in connection with the planning 
of public works programs. See, for example, 
J. M. Clark, Economics of Planning Public 
Works, and E. R. Walker, op. cit. For an 
analysis of the possible effectiveness of direct 
subsidies, see K. E. Poole, “Tax Remissions as 
a Means of Influencing Cyclical Fluctuations,” 
Quarterly Journal of Economics, Vol, LIII 
(1939), pp, 261-74; and M. C. Rorty, “How 
May Business Revival Be Forced?” Harvard 
Business Review, Vol. X (1932), pp. 385-98. 

11 For an empirical study bearing on this 
problem, see G. Colm and F. Lehmann, Eco- 
nomic Consequences of American Tax Policy, 
esp. Part II, and G. Colm, “Tax Policy and 
Capital Formation,” in National Industrial 
Conference Board, Capital Formation and Its 
Elements. See also “Taxation and Recovery” 
(Second Fortune Round Table), Fortune, May 
1939. . 
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of controlling instability may be incon- 
sistent with other criteria of policy 
which the government may consider 
more important. In this connection it 
must be remembered that all the policies 
of government which impinge on eco- 
nomic life (and few are those which do 
not) have an effect in determining the 
response of the economic system to 
purely fiscal measures. 


Possisce Uses oF Fiscay Poricy 


It is obvious that a variety of factors 
must be taken into account in utilizing 
fiscal policy as a stabilizing force. Some 
possible lines of action may now be 
briefly indicated. 

Fiscal policy is likely to be most ef- 
fective in the case of minor cycles. 
Maladjustments are not likely to be so 
serious that an offsetting fiscal policy 
would be ineffective or perpetuate ex- 
isting difficulties. Fiscal policy alone 
can scarcely eliminate minor cycles com- 
pletely, but it should be able to avoid 
some of the excesses of the boom, create 
a cushion for the downswing, and facili- 
tate revival. 

A compensatory budget policy to 
meet minor cyclical fluctuations might 
best take the form of the “dual-budget” 
system adopted by Sweden.’* A sepa- 
rate budget is provided for capital ex- 
penditures, which are regularly financed 
by loans. Public works so built either 
are self-liquidating in the usual sense, 
interest and depreciation being provided 
for through the sale of services, or are 
made self-liquidating by debiting annual 


12 See G. Myrdal, “Fiscal Policy in the Busi- 
ness Cycle,” American Economic Review, Vol 
XXIX (March Supplement, 1939), pp. 183- 
93; A. H. Hansen, Full Recovery or Stagna- 
tion? pp. 325-26; and “That Wonderfu 
Swedish Budget,” Fortune, Sept. 1938. For <¢ 
critical analysis of the dual-budget proposal 
see R. Abel Musgrave, “The Nature of Budg- 
etary Balance and the Case for the Capital 
Bfiidget,” American Economic Review, Vol. 
XXIX (1939), pp. 260-71. 
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depreciation and interest charges against 
the running or ordinary budget. The 
other half of the dual budget covers cur- 
rent expenditures and receipts. 

The separate capital budget puts gov- 
ernment capital expenditures on the 
same footing as those of private busi- 
ness and should eliminate some of the 
distrust that accompanies public bor- 
rowing, even for capital expenditures. 
Public works programs should be 
planned long in advance, but actual 
expenditures should be concentrated in 
depressions. 

Unless, however, the sphere of public 
investment were to be greatly enlarged, 
at least in the United States, this would 
probably prove insufficient.1* Therefore 
the ordinary budget should also be made 
flexible, with provision for deficits in 
depression to be offset by surpluses in 
prosperity. The Swedish system per- 
mits a deficit of any amount in any year, 
but one-fifth of this deficit is charged to 
each of the ordinary budgets of the 
next five years. The budget is not again 
considered in balance until such accu- 
mulated deficits have been met. A sys- 
tem of this sort provides needed flexi- 
bility; the regularizing of deficits avoids 
pressure to raise taxes or decrease ex- 
penditures during depression, and pro- 
vides an incentive to raise receipts above 
expenditures in prosperity in order to 
charge off accumulated deficits. 

Difficulties in applying this policy are 
likely to center around: (1) timing of 
expenditures, including the problem of 
tapering off public works projects as re- 
vival sets in; and (2) keeping confi- 
dence in the system by actually charging 
off accumulated deficits. Obviously, a 
scheme of this sort must be combined, 


18 This is, of course, even more true in the 
case of major depressions. See M. A. Cope- 
land, “Public Investment in the United States,” 
American Economic Review, Vol. XXIX 
(March Supplement, 1939), pp. 33-41; Myr— 
dal, op. cit, pp. 191-92. 
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in both prosperity and depression, with 
the proper nonfiscal (especially mone- 
tary) policies, and the qualitative as- 
pects of fiscal policy should be periodi- 
cally re-examined in the light of their 
apparent effects on business stability. 


Major cycles 


The case of major cycles, entailing 
severe and prolonged depressions (from 
which, however, full recovery eventually 
develops), presents additional difficulties 
which the fiscal policy outlined above 
cannot entirely meet. If a major de- 
pression develops, the suggested offset- 
ting policy, though it may slow up the 
downswing, is likely to prove of disap- 
pointing effectiveness. In such a case, 
the limitations of a quantitative fiscal 
policy must be recognized and a more 
direct attack be made on the serious 
maladjustments which become evident. 
In the meantime, maximum expendi- 
tures in the capital budget and large 
deficits in the ordinary budget will 
cushion the shock and relieve the bur- 
den of unemployment. 

If the depression continues so long 
that the accumulating deficits in the 
ordinary budget threaten to become un- 
manageably large, additional fiscal 
measures may be used; for example, in- 
creased taxation on sources representing 
idle balances, the creation of additional 
emergency deficits (which should be 
treated as capital items and only grad- 
ually charged to future budgets), or the 
granting of subsidies to private invest- 
ment. A redistribution of the tax bur- 
den, with the aim of encouraging private 
enterprise, may also have a stimulat- 
ing effect. These additional measures 
should be properly timed and, as a gen- 
eral rule, should follow rather than pre- 
cede the application of more direct 
(nonfiscal) measures aiming at the elim- 
ination of serious maladjustments. 

Control of major cyclical fluctuations 
ntust take in the prosperity phase also. 
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In the case of a major boom, a normal 
compensatory budget policy must be 
again supplemented by nonfiscal meas- 
ures, as well as, perhaps, qualitative 
fiscal changes. We have already com- 
mented on the difficulty of recognizing 
the sort of boom which may contain the 
seeds of a major depression. In addi- 
tion, there is the fundamental difficulty 
which all policy aimed at controlling 
cyclical upswings must face—how to 
prevent the maladjustments of the boom 
without also preventing a reasonably 
close approach to full employment. 


Secular stagnation 


Let us now consider the case of secu- 
lar stagnation, which may be the proper 
diagnosis of the present situation in this 
country. Secular stagnation results 
when private investment opportunities 
are chronically insufficient to support a 
level of income corresponding to rela- 
tively full employment. To bring about 
full employment, consumption must be 
increased or sufficient investment gen- 
erated to absorb the savings that would 
be made at a high level of national in- 
come. 

Tf this be the sort of instability we 
now face, fiscal policy can conceivably 
be used in two ways to increase the vol- 
ume of employment: (1) through a re- 
vamping of the tax system, and (2) 
through a permanent increase in public 
investment to offset the decline in pri- 
vate investment opportunities. 

The purpose of the change in the tax 
system would be to discourage saving 
and at the same time encourage con- 
sumption and, if possible, private invest- 
ment. Possible changes here might in- 
clude reduction of direct and indirect 
taxes on small incomes, and increased 
taxation of larger incomes and estates, 
and perhaps of savings directly.** Fi- 


14 Jn the United States, further increases in 
tax rates on the largest incomes are scarcely 
feasible. There is room, however, for highér 
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nancing and extension of social security 
programs out of general tax proceeds, 
collected mainly from the wealthy, 
would aim at a similar effect. Such tax 
changes, while aimed at reducing the 
national propensity to save, should be 
so made as not to interfere unduly with 
private demand for capital. 

To some extent these two criteria— 
discouraging savings which may lie idle 
and at the same time not discouraging 
private investment—may be incompati- 
ble with each other. Available evidence 
seems to indicate that New Deal tax 
measures may have encountered this dif- 
ficulty, particularly with respect to re- 
stricting private investment of the more 
risky sort. This situation has been ag- 
gravated by the existence of tax-exempt 
securities." It is important that quali- 
tative fiscal policy be used also to pro- 
vide the maximum possible encourage- 
ment to private investment, for example 
through subsidies or loans for capital ex- 
pansion or through types of taxation 
which favor expanding enterprises. 

The possibilities of restricting savings 
and encouraging private investment 
through these various measures are un- 
doubtedly limited. There is the addi- 
tional and important difficulty that 
these measures, most of which are of 
limited flexibility, may accentuate 
purely cyclical fluctuations, which con- 
tinue during a period of secular stagna- 
tion.’ 


Public investment 
There remains, as far as fiscal policy 





rates on the broad range of moderately large 
incomes, Without a further increase in rates, 
tax revenues from large incomes can be in- 
creased by closing available loopholes, in par- 
ticular by reducing the availability of tax- 
exempt securities. See Colm and Lehmann, 
op. cit, “Taxation and Recovery” (Second 
Fortune Round Table), Fortune, May 1939; 
and Twentieth Century Fund, Facing the Tax 
Problem (New York, 1937). 

° 15 G, Colm and F. Lehmann, of. cit. 

16 Ibid, 
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is concerned, the possibility of substitut- 
ing public investment for the lacking 
private investment. This means a sub- 
stantial and permanent enlargement of 
the role public investment plays in the 
national economy. Such investment, 
following a long-range co-ordinated pro- 
gram and utilizing otherwise idle funds, 
would go into valuable utility-creating 
assets (housing, recreational facilities, 
and so forth); if made on a sufficient 
scale, it could conceivably absorb al- 
most any amount of unemployment. 
Since business cycles would continue, 
timing of the public investment would 
be important. The compensatory 
budget plan previously suggested would 
still be necessary, and the building of 
planned public works would need to be 
tapered off or expanded with changing 
phases of the cycle. But these would 
be fluctuations around a permanently 
enlarged scale of public investment. 
The full implications of this plan can- 
not be discussed here.” A few gen- 
eral comments, however, may be made. 
The suggested program is not likely 
to be very effective if it and other gov- 
ernment policies create general business 
distrust and discourage private ‘invest- 
ment. Public investment in itself, how- 
ever, need not discourage private invest- 
ment, particularly if precautionary 


17 See, however, A. H. Hansen, Full Recov- 
ery or Stagnation? pp. 316-18, 326-29; R. V. 
Gilbert and others, op. cit, pp. 56-74; Colm 
and Lehmann, op. cit, pp. 78-79; Clark, “Ef- 
fects of Public Spending on Capital Forma- 
tion,” op. cit., p. 71. 
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measures are taken. These would in- 
clude: (1) creation of a separate capital 
budget and educating of the public to 
the idea that capital expenditures need 
not be met out of current income in 
public any more than in private enter- 
prise; (2) avoidance of investment in 
fields competing directly with private 
enterprise; and (3) minimizing of cost 
increases resulting from the govern- 
ment’s competing with private industry 
for the factors of production. 

With respect to the second precau- 
tion, there is ample room for public in- 
vestment in fields in which it will not 
seriously compete with private business. 
Where public policy does call for invest- 
ment in fields in which private enter- 
prise has an important stake, there 
should be complete government owner- 
ship in those fields, and existing private 
facilities should be purchased by the 
government. It is important to have a 
clear demarcation of the fields reserved 
for public investment, and co-operation 
with private enterprise in other fields. 

Obviously, a program of public in- 
vestment must go hand in hand with 
other policies. An easy money policy 
(subject to change with the business cy- 
cle), direct attacks on price rigidities 
and monopolistic restrictions, removal 
of unfavorable cost-price relationships, 
and similar measures are necessary. 
With these various precautions, a pro- 
gram of enlarged public investment 
should have maximum effectiveness in 
restoring reasonably full employment. 
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Government Control of Prices 


By Ricuarp B. HEFLEBOWER 


N AN economy in which the special- 
ized economic activities required by 
modern production methods are carried 
on under private property, the chief de- 
vice for governing both production and 
income distribution is the price system. 
Through the effect on profits of the 
variations of prices compared to costs, 
enterprisers are led to adjust output of 
particular goods or services as consumer 
demand changes. At the same time the 
relative scarcity of agents of production 
and grades of an agent such as labor, 
determines the price, or income, of that 
agent. Thus under free enterprise price 
is the co-ordinator of productive activity 
and the distributor of the national in- 
come. 

Underlying the principle that the 
price system is the governor of the pri- 
vate-property economic order is the as- 
sumption that relative prices provide 
the proper norm by which to judge the 
merits of goods and by which to provide 
justice in the distribution of income. It 
is realized that other norms are possible, 
and it is conceded that the limited use 
of other criteria, such as that utilized 
when subsidizing carriers of air mail, is 
not inconsistent with private property. 
Furthermore, it is assumed that prices 
are determined in competitive markets. 
Otherwise, prices do not accurately re- 
flect relative demands; the ideal of the 
market as a norm is not obtained. Of 
more immediate significance is the fact 
that prices in noncompetitive markets 
cannot be expected to co-ordinate pro- 
ductive activities properly or to bring 
even that justice in distribution which is 
presumed to result from the operation of 
the price system. 

Since the role of price is basic to the 
operation of a private-property economy, 
the chief criterion whereby government , 


intervention in the pricing process should 
be appraised is its effect on the function- 
ing of the whole price system. Does 
such government action facilitate or im- 
pede the function of price as the ad- 
juster of supplies to demands and as the 
distributor of incomes? Such a broad 
question has rarely concerned those pro- 
posing such interference with market 
processes; they have been seeking 
merely a solution to the difficulties of a 
particular industry or group. There- 
fore, the efficacy of government action 
in these cases should be evaluated. 

Governments have from early times 
intervened in the pricing process or 
fixed definite prices. ‘Tariffs, immigra- 
tion restrictions, public utility rate fix- 
ing, and wartime price fixing are all 
cases of government action aimed to 
control particular prices. Each of these 
cases would require a monograph, or a 
book, for exposition. Here, however, at- 
tention will be directed primarily to the 
two types of situations which have come 
to the fore rapidly since 1920. They 
are: first, assistance to particular indus- 
tries in trouble, such as Brazilian coffee 
and Japanese silk; and second, wide- 
spread movements to control minimum 
prices, such as that provided in the 
N.R.A. or the Fair Labor Standards Act. 
In the following discussion it will not be 
necessary always to distinguish these 
two types of situations. 


I. EFFICACY or GOVERNMENT 
INTERVENTION 


For purposes of this section, consid- 
eration of the effect of price fixing on 
the economic order will be set aside, and 
such price action will be viewed solely 
from the standpoint of its efficacy in 
solving the problems of the particular 
industry. Fortunately, the postwar 
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period has provided us with numerous 
examples of such activities, from which 
some quite definite conclusions and prin- 
ciples may be drawn. Let it be said, 
however, in defense of those setting up 
these schemes, that price control was in- 
troduced after the industry was in 
trouble, and was not set up during a 
period of equilibrium or of improving 
conditions. The controlling body had to 
show immediate results; it had no period 
in which to develop policies, personnel, 
or techniques. 


DEPTH OF CONTROL 


1. The first principle is that the con- 
trol, applied through the supply side of 
the market, must correct the basic cause 
of the maladjustment. This principle 
leads inevitably in the direction of the 
control of productive capacity, as will be 
brought out in the consideration of four 
types of supply control. 


Superficial approach ` 


(a) What will be termed here the 
“superficial approach” is the withhold- 
ing from the market or destroying of 
part of the currently available good, 
while providing no control over produc- 
tion because the oversupply is expected 
to be temporary. The so-called “valor- 
ization” plans, for instance, are designed 
to finance the carrying over of an excess 
output which, in the case of Brazilian 
coffee, was based on the presumed alter- 
nation of heavy and light yields* In 
the late 1920’s, however, there occurred 
two large coffee crops in succession, 
which, combined with the world-wide 
recession and the increased production 
outside Brazil, brought the valorization 
plan into extreme straits. A somewhat 
different case is that of the Farm Board 
“stabilization” of wheat and cotton 
prices, which was based on the assump- 
tion that the sharp drop in these prices 


1 Jules Backman, Government Price-Fixing * 
(New York, 1938), p. 101. 
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in the fall of 1929 was because of specu- 
lative factors associated with the stock 
market collapse.2 Subsequent events 
proved that these price declines were 
only a part of a world-wide collapse of 
demand and of prices, and that in the 
case of wheat definite overcapacity ex- 
isted even for prosperous times. 

Here is illustrated a major difficulty 
of all schemes which involve a forecast 
of the future trend of demand or of pro- 
ductive capacity. When is the price de- 
cline due to temporary or to more 
permanent forces? If the latter are 
mistaken for the former, valorization 
can only postpone and aggravate the 
process of readjustment of productive 
capacity. In spite of this adverse ex- 
perience, it is now proposed to set up as 
a permanent program a giant valoriza- 
tion plan for United States wheat, which 
is given the attractive title of “ever nor- 
mal granary.” While this plan does 
provide for some, though probably not 
sufficient, control of production, its path 
and its results would be uncertain.® 

As distinct from a strictly valoriza- 
tion procedure, the Stevenson plan for 
rubber, several of the effective market- 
ing agreements under the A.A.A., and 
the California prorate system for perish- 
able agricultural products, involve a re- 
striction on sales without financing the 
carry-over, or without reducing capacity 
in the industry. The efficacy of such 
plans depends not only on the perma- 
nence of the sales quota system, but, in 
common with valorization plans, also 
upon whether production outside the 
control group is stimulated. Coffee 
valorization in Brazil, the Stevenson 
plan for rubber, and the more recent de- 


2 R. B. Heflebower, “Price Stabilization Un- 
der the Farm Board,” Journal of Farm Eco- 
nomics, Vol. XII, No. 4 (Oct. 1930), pp. 596- 
600. 

3 See Joseph S. Davis with discussion by 
Mordecai Ezekiel on “Economics of Ever- 
Normal Granary,” Journal of Farm Eco- 
nomics, Vol. XX, No. 1 (Feb. 1938), pp. 8-23. 
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vices for putting a floor under United 
States cotton prices, have all run into 
this common difficulty. In rubber, 
“bootleg” native producers, and in cot- 
ton, “non-co-operating” farmers, have 
increased acreage even in the countries 
applying the plans. More important, 
however, has been the increase of pro- 
duction in other countries, many of 
which were previously minor producers 
of the commodity involved. 

(b) Another variation of the “super- 
ficial approach” applied to continuously 
produced goods is that of fixing mini- 
mum prices without fixing production 
quotas. In such cases inventories are 
small, and therefore the producer can 
adjust his output to what he can sell at 
the minimum price. Since the industry’s 
full output cannot be sold at the desired 
minimum price, the incidence of the re- 
duction of sales falls on those who are 
weakest as sellers, not necessarily as 
manufacturers. While this may be a 
questionable basis for the selection of 
survivors, it does at least press toward 
reduction of capacity in the industry by 
so reducing the volume of the less suc- 
cessful merchandisers that they are 
forced from the field. It is probable, 
however, that before any major adjust- 
ment in total capacity occurs, the pro- 
tests of those most seriously affected 
will force either the establishment of 
production quotas or the breakdown 
of price fixing. Such was the expe- 
rience with many of the “cost-protec- 
tion price” provisions of the N.R.A. 
codes.* 


More fundamental approach 
(c) Following the procedure of many 


4 One noted authority on the German cartel 
movement has said, “Price cartels without 
quota restrictions rarely have a lasting suc- 
cess.” H. von Beckerath, Modern Industrial 
Organization (New York, 1934), p. 239. See 
also: H. F. Taggart, Minimum Prices Under 
the NRA (Michigan Business Studies, Vol. 
VII, No. 3, 1936), p. 414. 
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successful German cartels, a “more fun- 
damental approach” to the control of 
price is through holding part of the 
productive capacity idle. In practice, 
the choice between what has been 
termed here the “superficial” and the 
“more fundamental” programs has been 
based on such considerations as number 
of producing units, strength of super- 
visory body, whether the plan is intro- 
duced after the output is on hand, and 
the leaders’ view of the character of the 
problem. Thus, prorating of shipments 
of California perishables can be admin- 
istered and is constitutional, whereas 
production quotas would run into ad- 
ministrative and possibly into legal dif- 
ficulties. In- contrast, many N.R.A. 
codes and the A.A.A. program for so- 
called “basic” commodities involved at- 
tempts to hold a portion of productive 
capacity idle. 

A logical basis for a production-quota 
plan would be the expectation of an en- 
larged demand in the future which 
would call for the use of the idle ca- 
pacity. Unfortunately, however, these 
production-quota plans, in common with 
valorization programs, often arise from 
an inability or unwillingness to recog- 
nize adverse economic facts. Among 
these unpleasant facts, one or more of 
which may be present, are downward 
trend of demand for the particular arti- 
cle, development of new and more effi- 
cient producing areas, or development of 
capacity far beyond the needs for sev- 
eral years. Apparently the American 
petroleum industry faces the last-named 
situation. 


Basic approach 


(d) In many industries, such as the 
softwood lumber and the California 
canning-peach and raisin industries, the 
really “basic approach”—the retirement 
of capacity—involves problems of re- 
fhuneration to property owners and to 
laborers. The somewhat different ques- 
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tions of ability to obtain political sanc- 
tions, and problems of enforcement, are 
also faced, all of which are related to 
the discussion below. 


WIDTH OF CONTROL 


2. The control must be as wide as 
the significant area or number of actual 
or potential sources of supply. Such 
width is difficult to obtain. Small kım- 
ber producers with low fixed costs and 
flexible wage rates objected to the 
N.R.A. code production quotas and min- 
imum prices which were designed to 
protect the large mills which had heavy 
fixed costs, and which often found wage 
rates inflexible. Producers who put out 
an article as a by-product objected to 
devices designed to protect firms whose 
chief business was the same article. Mi- 
nor tin-producing countries, such as 
Siam, were able to obtain a preferential 
quota as the price of participation in the 
International Tin Agreement. TIllustra- 
tions could be multiplied of the fact that 
it is not usually possible to include, or 
even to anticipate, all the potential pro- 
ducing area whose producers can gain 
the price advantages, but make none of 
the sacrifices, of the control plan. 


NO INCREASE OF CAPACITY 


3. The prices resulting from the con- 
trol must be such that no increase of 
capacity is encouraged. As pointed out 
above, this principle was violated in the 
Brazilian coffee, the Stevenson rubber, 
and the American cotton price-fixing 
schemes. The exact interpretation of 
this principle in particular cases is in- 
extricably bound up with the conditions 
which lead to price control. If, for in- 
stance, the difficulty arises from devel- 
opment of new, efficient sources of sup- 
ply, or even possibly, from an adverse 
shift of demand, a minimum price kigh 
enough to satisfy a great proportion of 
the producers will be profitable to new 
or modernized plants. To prevent just 
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such a development, the N.R.A: Cot- 
ton Textile Code provided for the con- 
trol of plant establishment or enlarge- 
ment. 


NUMBER OF UNITS 


4. The control is more easily carried 
out when there are several large produc- 
ers than when there are many small 
units. Where there are thousands of 
independent producers it will be more 
difficult, in terms both of political influ- 
ence and of economic understanding, to 
obtain a workable plan. For this very 
reason, since the “honeymoon” period of 
the Roosevelt administration disap- 
peared, the A.A.A. programs have lost 
their internal logic, and probably some- 
what in effectiveness. Likewise, the 
A.A.A. has drifted toward the practice 
of commodity loans which effectively fix 
minimum prices. Numbers also affect 
the enforceability of the plan. Contrast 
the ease with which the tin industry, 
made up of large-scale units, enforced 
its quotas, with the difficulties in re- 
stricting the output of native rubber in 
Borneo, or that of the small-scale lum- 
ber mills of the South during N.R.A. 
days. 


II. Some PHASES or Price-Frxinc 
THEORY 


If governments are going to intervene 
extensively in the field of price deter- 
mination, principles outlining what the 
proper price should be and what admin- 
istrative forms or techniques are most 
effective should be developed. Then 
when refinements are made in the points 
presented in the preceding section, all 
these principles should be combined into 
a co-ordinated theory of government 
price-fixing which will serve as a guide 
in setting up such plans. 

The widespread use of cost as the 
measure of proper price gives rise to the 
following theoretical issues: © (1) What. 
ə 5 For a rather full discussion, particularly of 
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is included in the term “cost”? ° (2) 
What costs can be assigned in the case 
of by-products, in which two or more 
products come out of the same process? 
(3) Then, recognizing that costs per 
unit vary widely among firms, should 
price cover only lowest cost, should it 
be high enough to save the least effi- 
cient, or should it be the average for 
the industry? Careful study of the dif- 
ficulties involved shows that proponents 
of price fixing have an oversimplified 
view of business processes and overlook 
the varied conditions under which any 
one good is produced. Likewise, they 
have a naive faith in the precision of 
cost accounting. Nevertheless, definite 
answers must be given to the above 
questions, and the nature of the answers 
will determine the effectiveness, the per- 
manence, and the economic effects of the 
price control. 

Somewhat different from the question 
of by-products is the problem as to what 
grades of the same product shall have 
their prices fixed at cost. Then, if price 
margins between grades are to be deter- 
mined by the prices which will move the 
available supply of each grade, some 
producers will be discontented, for a 
particular grade may be his chief prod- 
uct, while to other firms it is a mere by- 
product. Then, too, this grade may 
compete with other grades of the com- 
modity no more or less than do other 
commodities of similar use. What is to 
be the price policy under such competi- 
tion of substitutes? When this point is 
pursued further, one will see that the 





the technical difficulties involved in using the 
cost principle, see H. F. Taggart, The Cost 
Principle in Minimum Price Regulation, Michi- 
gan Business Studies, Vol. VIII, No. 3, 1938. 

8 The economist argues that at a given time 
only the marginal costs, or additional cost di- 
rectly assignable to a given portion of output, 
and not average total costs, are relevant to 
price, even from the sellers’ viewpoint. See 
Edward Chamberlin, The Theory of Menopo- 
listic Competition (Cambridge, 1933), pp. 20~ 
25, 74-77. : 
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interrelationships of articles in produc- 
tion, in cost, and in use are intricate. 
Where price control calls for uniformity 
and simplicity, there is actually diver- 
sity and complexity! 

Then, it is possible that the price pol- 
icy should vary according to changes in 
the supply of and demand for the prod- 
uct, and in the condition of general busi- 
ness. If the shift of demand is adverse, 
shall prices be lowered to encourage 
contraction? Or, if new processes are 
lowering costs, shall prices be lowered to 
prevent overexpansion, or shall prices be 
held up in order to preserve the sunk 
capital invested in the old processes? * 

With reference to administrative 
form, it is sufficient to say that in all 
our attempts at regulation, as is char- 
acteristic under representative govern- 
ment, we have had little success in 
obtaining both independence and intelli- 
gence in administrative agencies. The 
possible techniques of administration 
are too varied to be given consideration 
here.® 


IH. Price FIXING AND THE WHOLE 
ECONOMY 


While the demand for government 
intervention in the pricing process comes 
most vociferously from those industries 
or groups in difficulties, it represents a 
fundamental dissatisfaction with the 
price system as the co-ordinator of eco- 
nomic activities and the distributor of 
income. Three criticisms of the control 
of supply through the price system will 
be briefly considered. 

First, price does not accurately or 
promptly control supply. On some oc- 
casions no adjustment of productive 
capacity is needed; there is only a tem- 

T See Arthur R. Burns, The Decline of Com- 
petition (New York, 1936), pp. 530-59, for a 
consideration of price policy under various 
conditions. 

8 See Burns, ibid., Chap. XII, for a sugges- 
five consideration of the administrative prob- 


. 


GOVERNMENT CoNTROL OF PRICES 


porary excess arising from unusual 
yields. Valorization is the proposed 
substitute control. More significant, 
however, is the assertion that where a 
downward adjustment of capacity is 
needed, the price system brings this 
adjustment only after an inordinately 
long period of low prices, unemploy- 
ment, and bankruptcies in the particu- 
lar industry. Emphasis is placed on the 
presence of specialized, “sunk” invest- 
ment (apple trees, or textile plants in 
small New England towns, which capi- 
tal can be recovered only by operations) 
as a major factor in prolonging the proc- 
ess of readjustment. As a different 
technique, could not group action under 
government supervision bring readjust- 
ment more quickly, more painlessly, 
more justly, and yet not bar progress 
or injure the consumer? 

Second, it is argued that when sev- 
eral industries are going through the 
slow, price-forced reduction of capacity, 
the irregular employment and the un- 
willingness to maintain or to make im- 
provements in the plant all affect the 
prosperity of the whole economy. 

The third claim is that some prctec- 
tion against the vicissitudes of flexible 
prices is necessary in order to encourage 
the investment of enterprise capital in 
those industries which are characterized 
by the “sunk” or specialized nature of 
plant, equipment, and marketing out- 
lays, and the demand for whose product 
is both variable and unresponsive to 
price changes. Then during the slow 
process of readjustment brought by the 
price system, it is quite possible that the 
owners’ equity would be wiped out even 
in the more efficient firms, which fact 
introduces such risks that the invest- 
ment of “venture capital” will be dis- 
couraged. 

These criticisms of the price system 
are persuasive. Even the questioning 
of the desirability of the materialistic 
norm of the market would appeal to 
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one’s social sentiments. Yet the econo- 
mist sees that, even assuming the alter- 
nate proposals to be neither socialism 
nor detailed authoritarian planning of 
economic life, but rather the use of gov- 
ernment assistance and authority in par- 
ticular situations to aid the functioning 
of the price system, the almost unsolv- 
able difficulty is to co-ordinate the gov- 
ernmental influences on prices with the 
remainder of the economy. Certainly 
such co-ordination has not resulted from 
our regulation of public utility rates and 
our tariff activities. Little skill has 
been shown to date in using government 
intervention to solve the difficulties of 
particular industries, let alone to restore 
harmony between those industries and 
the remainder of the economy. And in 
the move to establish “cost-protection” 
minimum prices under the N.R.A. or 
under the more recent “unfair practices” 
acts of many states, the concern is with 
the protection of vested interests—not 
with co-ordination of the parts of the 
economy. 

The working out of a body of prin- 
ciples to guide in government interven- 
tion and its application is presumed to 
be in the general framework of repre- 
sentative government. Does representa- 
tive government ever work out a policy, 
or does it merely theorize in order to 
rationalize? And even if its policies 
once appear to be based on a co-ordi- 
nated set of principles, does it stay by 
them? Or will the immediate pain to 
those being forced to change business, 
occupation, or locality, or to communi- 
ties whose economic base is unsound 
and which are forced to change by gov- 
ernment fiat rather than by inexo- 
rable economic pressure, lead to moves 
through the devious processes of legis- 
lative halls and public administration 
which force a departure from the co- 
ordinated policy? It is in these ques- 
tions that one probably finds the ex- 
planation of the fact that the economist 
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who is searching not for an honest man, system, is (probably unconsciously) 
as did Diogenes, but for a better gov- “inwardly resolved to find a mon- 
ernor of economic affairs than the price key.” i 
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‘Social Control of Production 


By Davin CusHMAN COYLE 


HE crude theory of capitalistic 

competition assumes that in the 
open market the law of supply and de- 
mand will control prices and production, 
gently pressing the productive forces of 
industry into conformity with the ef- 
fective demands of the consuming pub- 
lic. In practice, the market has never 
perfectly followed the ideal. Of late 
years, instability and growing capital 
losses, with unemployment and stubborn 
failure to produce, have discredited the 
name of capitalism., Many students 
have been led to look for a release of 
productive powers in some form cf so- 
cialized planning. 


ANOMALIES OF COMPETITIVE INDUSTRY 


Before accepting the idea of a general 
system of planned production, it may 
be well to examine briefly some of the 
anomalies of competitive industry. 

American business was born and 
raised on subsidy or its equivalent, and 
is therefore not to be regarded as exem- 
plifying a simple case of free markets 
gone wrong. During the nineteenth 
century, depressions were customarily 
cured by giving away the national do- 
main, which amounted to supplying cap- 
ital to new enterprises at nominal costs. 
Forests, land, and minerals appeared as 
productive factors without adequate 
representation in business accounting. 
Prices therefore could be below true 
costs and yet show a profit, since the 
liquidation of capital was not recog- 
nized on the books. 

The chief anomaly inherited from 
this history of liquidation is a price 
system under which consumers are not 
conditioned to paying the whole ccst of 
goods and services when maintenance of 
basic resources has to be included. In 
order to operate at an efficient volume, 


therefore, certain industries—e.g., rail- 
roads—must apparently operate at a 
loss, the difference being paid by the 
public in the form of subsidy collected 
as taxes, or in the form of lost invest- 
ments. 

The distribution of income is affected 
by the same anomaly. Since lumber 
and agricultural products have custom- 
arily been sold at liquidation prices, the 
system was able to operate even though 
consumers had low money incomes—un- 
til the time came when conservation be- 
gan to be a pressing problem. But 
when taxes for conservation must be 
added, if they are so collected as to add 
to prices, the distribution of income is 
unsuited to supply an adequate market, 
and the system bogs down. 

Thus both the psychology and the i in- 
come of the consuming public are ill 
adapted to support a free market in 
which prices include all the costs of pro- 
duction. With the tapering off of the 
frontier supply of free assets for liquida- 
tion, the difficulty of selling increases, 
advertising and selling costs largely 
offset technological economies, and it 
appears that capitalism in general is 
incapable of producing steadily and effi- 
ciently. 


A CHANGED SITUATION 


In view of the fact that capitalism in 
America—and to some degree through- 
out the world—has developed its ex- 
perience and its theories while expand- 
ing, as it were, in a vacuum, one may 
perhaps be allowed to regard this past 
experience as abnormal. Under modern 
conditions, different economic laws may 
hold. 

Specifically, it may be that if the 
distribution of money income were arti- 


, ficially modified by personal income 
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taxation and public expenditure, to an 
effective extent, the necessity for capital 
liquidation on the customary scale could 
be obviated. Consumers might be 
quickly adjusted to paying the true 
price of many competitive products if 
their incomes were to be expanded and 
made more secure. 

During the 1920’s the necessity of 
facing this problem was temporarily 
postponed because of the existence of 
“confidence,” or general failure of in- 
vestors to recognize the impending capi- 
tal losses. For a time, therefore, the 
liquidation of capital took the form of 
unsound investments by which money 
savings were dissipated. This dissipa- 
tion acted as a subsidy to the consumer 
market. Subsidy by investment and 
loss becomes more difficult as the ex- 
perience of investors increases their 
knowledge and renders confidence more 
difficult. A redistribution of surplus 
income by the government, on the other 
hand, would leave the remaining portion 
of capital funds in a position to be 
profitably invested, thus separating the 
function of capital investment from that 
of unintended subsidy. 


MONOPOLY AND CONTROLLED © 
PRODUCTION 


In the meantime, because of the un- 
conscious dependence of business on 
subsidy, and the failure of the older 
forms under which this aid was supplied, 
two separate streams of thought have 
arisen and are flowing in the direction 
of “planned production.” 

From the left comes the belief that 
capitalism is necessarily a diseased con- 
dition that cannot continue. The profit 
system, regarded as wicked in essence, is 
seen to be breaking down, and the com- 
ing establishment of a system of produc- 
tion for use is welcomed. 

From the right comes the movement 
toward monopoly—a common develop- 
ment in any competitive business order. * 
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At first, apparently, agreements for con- 
trol of prices and production originated 
as an escape from certain intolerable 
business practices, including price raid- 
ing, rebates, discrimination between cus- 
tomers, and price wars in which financial 
backing rather than efficiency was the 
means of victory. Organized controls 
seemed to be a step toward decency and 
order; they were called gentlemen’s 
agreements. Ethics began to creep into 
business. 

No doubt the growth of monopolistic 
techniques was in part motivated by the 
profits to be obtained in a competitive 
system by abstaining from competition 
and agreeing to restrict production. But 
as the Federal Trade Commission re- 
ported to the “Monopoly” Committee 
(the Temporary National Economic 
Committee), monopoly, like counter- 
feiting, has a diminishing return as it 
becomes widely practiced. Production 
control spreads to labor and agriculture, 
and the economic system as a whole goes 
into a state of tetanus. The more it 
contracts the more painful it becomes, 
and the more it hurts the more it tight- 
ens its cramp. In a permanent depres- 
sion, only partially relieved by public 
subsidy, the lack of markets renders 
business men more than ever determined 
to preserve their protective devices and 
avoid price instability. The idea of be- 
ing thrown back into cutthroat competi- 
tion in a shrinking market is terrifying 
to business men, workers, and farmers 
alike. Still clinging to the traditions 
of free initiative and capitalism, each 
group wants to be considered an excep- 
tion to those traditions. 

The pressure toward centralized pro- 
duction controls grows with the duration 
of economic paralysis. The pressure 
comes from both radicals and reaction- 
aries. In 1933 conditions in America 
favored centralized control. The leftist 
side of the New Deal was fascinated by 

1 Report on Steel, March 7, 1939, 
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Russian national planning, and was 
therefore ill prepared to resist the ad- 
vances of Big Business. From the 
union of these two influences came many 
features of the N.R.A. 

The N.R.A. taught business how to 
obtain the pleasures of monopoly with- 
out merger or even direct consultation, 
by well-developed systems of price lead- 
ership. When the N.R.A. was dissolved, 
business men were left with mixed feel- 
ings. They had had an orgy of plan- 
ning, involving the pleasures as well as 
the slavery of sin. Many of them hated 
to be controlled, but they feared to re- 
sist control. They had learned to call 
any free man a chiseler. They had been 
infected with the code of the business 
gentleman—that no gentleman ever 
gives the consumer a chance, and that 
the only ethical competition is a friendly 
rivalry in making friends and influencing 
people. The result was a serious de- 
generation of moral courage among com- 
petitors, a golden opportunity for lead- 
ership by the stronger members of the 
industry, and the spread of price-control 
systems in many lines of business. 


Is FASCISM INEVITABLE? 


The further progress of the United 
States into a full development of fas- 
cism—called, of course, Americanism— 
is to be expected unless there remains 
sufficient vitality in the economic and 
social order to throw off the disease of 
monopoly. The method of rousing and 
implementing the remaining elements of 
vitality constitutes a political problem 
of the gravest kind; the answer is ob- 
scure, to say the least. But there may 
be some value in considering the the- 
oretical aspects of the problem of con- 
trol, as a background for such action as 
may be later devised by political leaders. 

First, it should be recognized that the 
abnormalities of the price system which 
threaten so many industries with bank- 


ruptcy if they are obliged to compete, . 
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are not inherent qualities of capitalism 
as such. They could be largely relieved 
by fiscal policies of government, and 
must be relieved in much the same way 
under any system of control. That is, 
the necessity for a redistribution of in- 
come results from physical aspects of 
the system, and cannot be avoided by 
adopting fascism. 

American industry, having become 
adapted to constant subsidy, must have 
subsidy in some form for a long time to 
come, but the form need not be either a 
care-free liquidation of basic assets or 
a series of normalcy periods and depres- 
sions for taking in and stripping an in- 
vestor class. Indirect subsidy of a 
constructive character is possible, as 
illustrated by the support of the auto- 
mobile industry by road building. 

The death of capitalism is therefore 
not inevitable in theory, although the 
means of establishing capitalism on a 
viable basis may be difficult in practice. 
All it needs to provide adequate markets 
free of paralytic spasms is an adequate 
tax system and public spending policy 
to supply constructive subsidy to busi- 
ness. The obstacles to this solution are 
entirely inside the people’s heads, and 
if time were given, the pressure of events 
would undoubtedly push these obstacles 
away. 

The chief danger appears to be that 
the economic solution may be too long 
blocked by the persistent economy su- 
perstition, and that the demand for 
centralized production control may 
overcome all resistance in the meantime. 

Once a fascist system is established, 
the capacity for free initiative may be 
expected to die out with great rapidity. 
Business may be privately owned and 
operated, but the decisions as to prices, 
wages, quality, and quantity of produc- 
tion must be centralized in industry 
councils, or cartels. The problems of 
inter-industry relations will require su- 
per-cartels, and the centripetal forces 
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will be overwhelming. Competition will 
take the form, as it is reported to have 
done in Germany, of rivalry in obtain- 
ing influence with officialdom, through 
which material and capital allocations 
are to be obtained and market quotas 
are determined. 

It appears inevitable that a system of 
this kind must develop in places of 
power those who are best fitted to ob- 
tain influence in high quarters, rather 
than those who manifest the more pro- 
ductive qualities of technical and man- 
agerial ability. Some such evolution is 
noted in certain areas of American in- 
dustry, where success is controlled 
mainly by financial rather than competi- 
tive factors. 

The fact should be kept in mind that 
the wastes of competition, often cited as 
an excuse for centralized controls, may 
have been overemphasized. Anarchic 
competition with no policing to prevent 
discrimination, price raiding, and the 
brutal use of financial power, is not a 
fair norm for comparison. The alterna- 
tive to centralized production control is 
not a situation like that in which Stand- 
ard Oil was formed, but one in which 
the markets would be policed to prevent 
the use of uneconomic weapons in com- 
petition. In such a market, the tech- 
nique of which does not appear to be 
beyond possibility, waste would be con- 
siderable but not intolerable. 

The waste of planned production, on 
the other hand, may easily be beyond 
all reason. No large-scale example of 
a planned high-technology system is vis- 
ible, where the surplus is not devoted to 
military purposes. The obvious method 
of quieting the consumer, who tends to 
become capricious in a plenty system, is 
to prevent plenty by turning it all into 
guns and airplanes. Even among the 
ants and bees, where socialism has long 
since reached perfection, all surplus re- 
sources appear to be devoted either to 
war or to mere increase of population, 
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The present rate of waste in the 
United States is notoriously high, and 
in general it may be attributed jointly 
to the maldistribution of income and the 
growth of production control in indus- 
try, labor, and agriculture. It seems 
reasonable to suppose that a planned 
production system would transfer this 
waste from its present form, unemploy- 
ment, into a more organized form, bu- 
reaucratic lost motion. Technological 
unemployment would be obviated by 
increased overhead. No doubt military 
expansion would play a large part in 
supplying the waste in a form acceptable 
to the public. 


OUTLINE FoR HEALTHY CAPITALISM 


What alternatives might be sought, 
to avoid the development of fascist plan- 
ning? 

Assuming the survival of a consider- 
able volume of resistance to centralized 
controls, the possibilities of a healthy 
capitalism may be described, though 
more in desire than in well-founded 
hope. 

There is probably a more or less defi- 
nite dividing line between industries 
that technically require monopoly and 
others that might compete if properly 
protected. The criteria for natural 
monopolies are still imperfectly under- 
stood but not entirely obscure. Limited 
mineral resources may require monopoly 
to prevent waste in mining. Industries 
with high capital costs and almost no 
labor, generally the same as the “de- 
creasing incremental cost” industries, 
are often if not always natural monopo- 
lies. Domestic electric service, tele- 
phone, and probably railroads, are in 
this class, together with public services 
such as highways and bridges. There is 
another class in which duplication of 
travel plays a part, such as postal serv- 
ice, and probably milk retail distribu- 
tion. 

However the necessary monopolies 
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are defined, they should be frankly 
designated as public utilities, socially 
controlled, excluded from capitalist mo- 
‘tivations, detached from all concern with 
book profits, and ultimately destined for 
public ownership. 

But the remainder of private business 
should be denied the privilege oz price 
control and limitation of production, 
and policed only against those methods 
of competition which do not ultimately 
give the rewards to the most efficient. 
In order to permit this remaining capi- 
talist system to operate, it requires two 
general types of protection. 

First, the capitalist system requires 
almost complete if not absolute protec- 
tion against the impact of monopolies 
either in business or finance. That is, 
the monopolies allowed must work in 
chains, with no freedom to seek profits 
at the expense of free business. They 
must be as neuter as the highway system 
or a public library. 

Second, the over-all balance of money 
flow, as between investment and con- 
sumption, and as between geographical 
areas, must be reasonably well main- 
tained through governmental fiscal poli- 
cies. At the. same time, in view of the 
tendency to sticky prices even in a com- 
petitive system, the general price level 
must be reasonably well stabilized by 
planning of the same fiscal policy. The 
methods are fairly well known—balance 
being a function of the size of the 
budget, and price levels being a function 
of deficit or surplus policy. 

These requirements for economic 
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planning not involving general produc- 
tion control are difficult, and the pros- 
pects cannot be considered to be highly 
favorable. But with the alternative be- 
coming daily more imminent, the effort 
to preserve an area of freedom appears 
worth while. 


PROSPECTS OF DEMOCRACY 


The future prospects of democracy 
may be defined as dependent on the 
balance between monopoly or big busi- 
ness, and free capitalism, or competitive 
business. If the area of admitted mo- 
nopoly, necessarily socialistic, can be 
restricted so that the political weight of 
the capitalistic system is the greater of 
the two, then this will be a free country, 
owning a block of socialist enterprises. 
But if the political weight of the monop- 
olistic side overbalances the few re- 
maining tearooms and blacksmith shops, 
this will be a fascist country, with a 
fast-vanishing vestigial remnant of free 
enterprise. 

The general political solution of the 
problem, if means can be found to put 
it into action, would be a public opinion 
determined to allow no production con- 
trols except as absolutely required by 
technical necessity. Not to relax the 
pressure, never to be lenient in allowing 
an industry to contract out of the capi- 
talist order, appears to be the form in 
which eternal vigilance is now the price 
of liberty.” 

2 In this connection see “Government Regu- 


lation of Industry,” by Dudley F. Pegrum, in 
this volume. 
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The Role of Government in Economic Planning 
By Raymonp T. BYE 


N THE early stages of capitalism, in- 
dustry was carried on by many 
small, competing enterprises, whose pro- 
prietors were free to formulate their own 
policies with very little interference 
from the state. Such a system of in- 
dustry can be described as unplanned, 
because it was extremely decentralized, 
depending for its guidance not on the 
will of any controlling body, but on the 
ups and downs of prices, which, through 
their effects on profits, were supposed 
to keep production in rough balance 
with consumers’ demand. It was a 
process of trial and error, comparable 
in some respects to life in the jungle, 
where many different plants and animals 
struggle for existence with no other guid- 
ing principle than the law of survival. 
Like the jungle, it was both wasteful 
and cruel. The waste appeared in the 
inefficiency of small business units, in 
errors of individual judgment leading to 
business failures, in competitive dupli- 
cation of facilities, in unemployment and 
periodic depressions. The cruelty was 
evidenced by ruthless competitive prac- 
tices, by intolerable factory conditions, 
by starvation wages, child labor, and 
poverty. 

In an effort to correct these weak- 
nesses, two developments ensued. In 
the first place, small individual propri- 
etors were replaced by corporations, and 
these in turn by supercorporations, 
which subjected portions of industry to 
a considerable measure of central guid- 
ance. Competition was in some cases 
eliminated, in others tempered by mu- 
tual understandings and trade associa- 
tion rules. Similarly, the wage earners 
banded together into trade unions. In 
the second place, government stepped in 
to prevent abuses. Workers were pro- 
tected by factory legislation, public util- 
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ities were regulated, trusts were re- 
strained, banks were partly centralized, 
and so on. This evolution has con- 
tinued, so that the character of the 
industrial system has been greatly 
changed. 

The deeper meaning of all this is that 
the various processes of industry are 
gradually being brought under central- 
ized control. Just as the jungle has 
been replaced by man’s cultivated fields, 
so the chaos of thousands of competing 
enterprises is being replaced by organ- 
ization. Little by little, industry is be- 
ing planned, instead of being left to the 
automatic guidance of natural economic 
forces. The planning is being done 
partly by the large corporations and 
trade associations which dominate their 
respective branches of production, and 
partly by the state, through such agen- 
cies as the Federal Reserve System, the 
Interstate Commerce Commission, the 
Securities and Exchange Commission, 
the National Labor Relations Board, 
and many others, Federal, state and 
local. 


PARTIAL VERSUS GENERAL ECONOMIC 
PLANNING 


However, such measures of planning 
as the above are separate and discon- 
nected; they are not integrated into a 
unified whole. The result is that the 
processes of industry are not yet well 
articulated. Indeed, the plans effective 
in one part may work at cross-purposes 
to those in another. For example, an- 
thracite and bituminous coal, natural 
and manufactured gas, petroleum, and 
electricity are all sources of fuel for 
the production of heat and power. Ef- 
ficient utilization of our natural re- 
sources would require that these several 
industries be fitted together in such a 
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way as to avoid waste and to conserve 
as much as possible for the future; yet 
they are notoriously disorganized. The 
anthracite industry is paralyzed, the 
bituminous industry chaotic and con- 
tinually in the throes of labor disputes, 
the petroleum industry a confusion of 
exploitation, instability, and profligate 
waste, while the gas and electric indus- 
tries, although better integrated and 
publicly regulated, have been character- 
ized by financial mismanagement and 
exorbitant costs. These are typical of 
the results which naturally follow from 
a system of independent free enter- 
prise. 

The controls introduced into the situ- 
ation by government are little better. 
Laws affecting industry are enacted un- 
der the pressure of special interests in- 
stead of being framed with regard to the 
smooth functioning of the whole econ- 
omy. Such laws are often in direct op- 
position to each other. Witness the 
efforts of our Federal Government to 
persuade foreign governments to pay 
their debts to it, while at the same time 
>- protective tariffs are established to pre- 
vent the importation of goods by which 
alone these debts might be paid. Be- 
cause private business does not fully 
employ all our labor, we embark upon 
programs of public works intended to 
fill up the gap, while at the same time 
we enact measures designed to raise the 
wages of workers and thereby discourage 
an increase in private employment. 

If industry is ever to function 
smoothly and consistently, a greater 
measure of unity in its processes must 
be achieved. No other way to accom- 
plish this seems possible than through 
planning of a more general sort than 
that which now prevails. Some kind of 
central guidance is needed. 


Wo Must Do THE PLANNING? 


Some business leaders, conscious ,of 
this need, have advocated that each in- 
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dustry develop its own program of plan- 
ning, with only enough participation by 
government to give the plans its blessing 
and to prevent any flagrant abuses. 
Something of this sort was attempted by 
the National Recovery Administration, 
and similar schemes have been favored 
by prominent business leaders, such as 
Gerard Swope, and by the United States 
Chamber of Commerce. 

Although many of the people who 
have advanced these proposals are men 
of high motives, such planning would al- 
most inevitably degenerate into exploita- 
tion of the public. If each industry is 
allowed to plan for itself, there will be 
a strong temptation for it to suppress 
competition within its own ranks and to 
limit the output of its product, to the 
end that high prices, with resulting high 
profits, may be secured. This was what 
happened under the N.R.A., and it is 
what might be expected under any simi- 
lar program. 

Even at its best, independent plan- 
ning by separate industries could not 
achieve balance in the economy as a 
whole. Railways must be co-ordinated 
with other kinds of transportation, and 
transportation facilities as a whole co- 
ordinated with the industries which em- 
ploy their services. Fuel and raw mate- 
rials industries must be co-ordinated 
with the manufacturing groups which 
use their products, and manufacturing 
industries in turn must be co-ordinated 
with the wholesale and retail establish- 
ments through which they find their out- 
lets. In the end, the output of all the 
industries must be co-ordinated with the 
needs of consumers. Planning of this 
broad type can be done only by the 
Federal Government, for it alone is com- 
petent to deal with so vast a problem on 
a national scale. It alone is sufficiently 
catholic in its interests to represent all 
of the people, and sufficiently wide in its 
jurisdiction to control the various indus- 

etries that must be included. 
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SAFEGUARDING THE LIBERTY OF THE 
INDIVIDUAL 


Under a dictatorial form of govern- 
ment, planning can readily become ruth- 
less regimentation. This has been the 
case in Soviet Russia, where general eco- 
nomic planning is most fully developed, 
and in Germany and Italy. But the 
extreme suppression of the individual 
which is characteristic of these systems 
is largely political in character and is 
rooted in the traditions of the people. 
Russia has never known anything but 
autocracy, which was exercised long be- 
fore the advent of the Communists; the 
Germans have always been used to a 
_ good deal of regimentation; and the tra- 
ditions of democracy have not been so 
fully developed in Italy as among Eng- 
lish-speaking peoples. Moreover, plan- 
ning in these countries came about by 
revolution, not by evolution. If devel- 
oped in a more orderly manner and kept 
within the framework of democratic in- 
stitutions, it ought to be possible to 
achieve unity and co-ordination in our 
economic life without the sacrifice of 
essential liberties. 

To accomplish this, the program of 
planning would have to meet two basic 
requirements. In the first place, it 
should retain the essential features of 
the existing price system. This means 
that demand and supply should be the 
guide for production to follow. The 
planning authorities should not decree 
what things were to be produced and 
what should be the output of the vari- 
ous industries and enterprises on the 
basis of arbitrary decisions or intuitive 
guesses, but should seek to achieve that 
balance in industry which would nat- 
urally result if production were nicely 
adjusted to demand. The difficulty with 
the present system of unplanned indus- 
try is that this adjustment is not well 
attained. The planning authorities 
could presumably replace the erroneous 
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guesses of the thousands of enterprisers 
who now follow their individual judg- 
ments, by informed decisions based on 
adequate information. Thus they would 
enable business men to proceed with a 
program which would offer less risk and 
more assurance of a market for their 
outputs at prices which would cover 
their costs than they can possibly have 
at the present time. 

Because planning of this sort would 
follow the natural tendencies of the 
present economic system, and thereby 
help business men toward correct poli- 
cies instead of hindering them, it seems 
likely that it could enlist their willing 
co-operation. They would not have to 
be forced to conform to the plans if the 
plans proved by experience to reduce 
losses and to provide wise guidance. 
Similarly, the plans would help investors 
to place their savings in profitable rather 
than losing ventures, and they would 
help employees to find lucrative posi- 
tions where their innate capacities could 
be more sure of a market and where 
employment would be more steady than 
is now ‘the case. Therefore, investors 
and wage earners would also find it to 
their advantage to follow the plans, so 
that very little coercion would be 
needed. So far as the individual con- 
sumer is concerned, he would still be al- 
lowed to spend his money as he pleasad, 
exercising his free choice among the 
commodities offered to him in the mar- 
kets. It would not be necessary to 
regiment his consumption, but merely to 
forecast it intelligently. 

The second requirement which a sys- 
tem of democratic planning would have 
to meet is that the organization through 
which the plans were drawn up and ad- 
ministrated would have to be genuinely 
representative. This means that every 
interested party would have to have 
some voice, through elected representa- 
tives, in making the decisions which 

* would constitute the plans for industry. 
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New machinery of government would 
have to be built up along these lines, 
thus carrying forward into a new sphere 
the traditions of representative democ- 
racy. 


MACHINERY AND PROCEDURE OF 
PLANNING 


The development of a planning or- 
ganization that would meet the above 
two requirements would have to be 
achieved by gradual experimentation. 
It is probably impossible to prescribe its 
detailed forms in advance. Some indi- 
cation of the lines along which such 
machinery might be developed ‘have, 
however, been suggested by other writ- 
ers* and may be briefly indicated here. 

There might be set up in each indus- 
try an Industrial Planning Council, 
whose membership. would be composed 
of people democratically chosen to rep- 
resent investors, management, and labor 
in the industry concerned, and the con- 
suming public at large. Existing trade 
and labor organizations in the several 
industries might be used as a starting 
point from which to develop suitable 
organizations for providing such repre- 
sentation. Some organization of in- 
vestors might have to be worked out in 
order to provide for the selection of 
delegates irom that group. Representa- 
tives of consumers might be appointed 
by the public authorities. Where rem- 
nants of the code authorities created un- 
der the National Recovery Administra- 
tion still exist, such organizations might 
form a nucleus for the planning coun- 
cils. 
` The function of these bodies would be 
to gather data concerning plant capaci- 
ties, available labor and materials, and 
possible outputs in their respective 


1 See, for instance, J. M. Clark, J. Russell 
Smith, Edwin S., Smith, and George Soule, 
“Long Range Planning for the Regularization 
of Industry,” The New Republic, Jan. 13, 
1932. 
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branches of production. They would 
make estimates of the probable growth 
of the industry and of its requirements 
for new capital and labor. On the basis 
of these data they would formulate ten- 
tative plans for the industry. The plans 
would specify the output to be scheduled 
for the ensuing year or years, with quo- 
tas for the individual businesses con- 
tributing thereto, the requirements of 
the industry for fuel and raw materials, 
the estimated costs of production, and 
the probable selling prices at which the 
products could be disposed of. These 


. plans would not be final, but would be 


submitted to the central planning au- 
thorities for their guidance. The plans 
would constitute a sort of proposal from 
the industry as to what it was prepared 
to do for the economy. 

At the head of the planning organiza- 
tion there would be needed a National 
Economic Planning Commission. This 
would be an arm of the Federal Gov- 
ernment, probably headed by a Cabinet 
officer. Its membership should be of 
the highest caliber, and it would need 
to have at its command a large staff 
of technical experts, economists, stat- 
isticlans, - accountants, stenographers, 
clerks, and other office workers. In a 
country as large as the United States, 
subsidiary state or regional planning 
commissions, organized on similar lines, 
would be needed. The Commission 
would need to be clothed with sufficient 
authority to compel corporations and 
individuals to supply it with such in- 
formation concerning their businesses 
as it needed for the formulation of 
its plans, and to prescribe the forms 
on which these data were to be re- 
ported. 

The function of the National Plan- 
ning Commission would be to receive 
and scrutinize the tentative plans sub- 
mitted to it by the Industrial Councils. 
Forming its judgments on the basis of 
these plans and on information derived 
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from a national survey of productive ca- 
pacity and consumptive needs, it would 
draw up superplans for the economy as 
a whole for one-year, five-year, and per- 
haps longer periods. These superplans 
would indicate expected output, volume 
of employment, capital replacements 
and extensions, and the probable costs, 
wages, selling prices, and profits in each 
of the several industries. They would 
indicate where the market for the prod- 
ucts would be found, and they would 
provide for the utilization of all the re- 
sources and labor power available. 
Some scheme of employment offices 
would presumably be developed for 
supplying labor where it would be 
needed in industry. Monetary policy 
would also have to be formulated by the 
Commission, or in close collaboration 
with it, so as to maintain a reasonably 
stable level of prices and to direct credit 
into the channels where it was expected 
to go. 

The result of all this would be a kind 
of industrial budget or schedule for the 
Nation, so designed as to make the full- 
est possible use of existing resources, 
provide full employment for labor at the 
best wages industry could afford, and 
co-ordinate the various branches of in- 
dustry—in short, to provide balanced 
abundance for the United States. 

The comprehensive plans drawn up 
by the National Planning Commission 
should not have binding effect until 
acted upon by Congress. Otherwise, the 
danger of dictatorial regulation would 
be real; but if the plans were embodied 
in a bill to be fully debated and 
amended in Congress before it became 
the law of the land, they would have 
the democratic character which it is im- 
portant to preserve. 


ADMINISTRATION OF THE PLANS 
When the plans were adopted by 


Congress and approved by the Presi- 
dent, they should be put into effect 
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through appropriate administrative ma- 
chinery. The organization needed for 
this purpose should parallel that for 
drawing up the plans in the first place, 
but should not be identical with it. A 
certain amount of separation between 
those who made the plans and those who 
carried them out would probably be de- 
sirable, although they should co-operate 
closely. Those who formulated the 
plans would need to be guided by the 
experience of those who administered 
them, and the administrators should 
have some voice in the formulation of 
plans for the future. So it would be 
wise to set up a National Planning Ad- 
ministration as an arm of the executive 
branch of the Government, linked 
closely to the National Planning Com- 
mission, and similar state or regional 
planning administrations and industrial 
administrations paralleling the corre- 
sponding planning commissions and in- 
dustrial councils. 

The industrial administrative bodies 
would be charged with the function of 
carrying out in detail the plans that ap- 
plied to their particular industries. It 
is here that the delicate matter of se- 
curing conformity with the plans with- 
out entire loss of individual liberty and 
initiative would arise most acutely. Ex- 
ecution of the plans would probably ne- 
cessitate the setting of production quo- 
tas for the different enterprises in each 
industry and the enforcement of com- 
pliance with the adopted schedules on 
the part of individual business men and 
groups. However, it is to be remem- 
bered that these groups would have had 
some voice in formulating the plans in 
the first place, so that the restrictions 
forced upon them at the execution stage 
would not be arbitrary or onerous. 

There might or might not have to be 
some regulation of prices and wages; 
this would depend on how successfully 
tbe plans succeeded in anticipating the 
demand, investment, and production 
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which would maintain balance in the 
various industries. It does not appear 
that there would be any necessity for 
the rationing of consumption or for the 
drafting of capital or labor. Consumers 
would still be free to spend their in- 
comes as they pleased, choosing such 
commodities as were offered by the mar- 
ket; investors would still be free to pur- 
chase such securities as were made avail- 
able under the plans, just as they are 
now free to choose such stocks and 
bonds as are offered by the various cor- 
porations which issue them; and labor 
would still be free to enter such occupa- 
tions and accept such employment as 
was open. But in all these matters, 
more information would be available for 
their guidance than under the present 
system of industry. 

Enterprisers would still be free to 
direct the technical operation of their 
plants according to their best judgment, 
to buy such materials and employ such 
labor as was available at existing prices 
and wages, and to make profits by the 
economies of low costs made possible by 
efficient production. The amount of in- 
terference in the details of their busi- 
nesses need not be any greater than that 
to which railroads and other public utili- 
ties are now subject under government 
regulation. 


WHAT Can PLANNING ACCOMPLISH? 


‘Such a program of planning as is here 
advocated promises two great advan- 
tages. In the first place, decisions 
reached through the machinery of plan- 
ning would be based on much more ac- 
curate and complete information than 
the industrial decisions of an unplanned 
economy. The planning authorities, 
empowered with the authority of gov- 
ernment and provided with machinery 
for collecting and correlating statistics 
from every branch of industry and from 
every part of the country, would have 
resources for gathering information far 
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greater than those at the disposal of any 
individual business organization, no 
matter how large. 

In the second place, through the ma- 
chinery of planning, the thousands of. 
decisions which have to be made in 
industry about such important matters 
as new investments and capital expan- 
sion, production schedules, and the flow 
of materials and semifinished goods 
through the various processes of indus- 
try, could be co-ordinated into a unified 
picture. As long as these decisions are 
made independently, many mistakes are 
bound to occur. The present competi- 
tive system depends for co-ordination 
largely on the rectifying of such mis- 
takes after they occur, through the cor- 
rective reactions of prices. However, 
the system is so interdependent that 
mistakes made in one part of it lead 
to errors elsewhere, in a cumulative 
chain, until there is a general break- 
down. Balance is not restored until 
after a severe depression, which sooner 
or later is repeated. Planning should 
succeed in preventing mistakes. This 
will not be done to perfection, of course, 
but it ought to be possible to keep errors 
at a minimum and to prevent them from 
becoming cumulative. As a result, the 
system of planned economy should en- 
able industry to be maintained smoothly 
at a higher level of productivity than 
the world has ever known. 


WIDENING POWER OF GOVERNMENT 


One of the most conspicuous tend- 
encies of modern times is the increasing 
control of central governments over the 
affairs of men. General economic plan- 
ning involves a still further extension of 
such control. To many, this will be an 
argument against it, for they will see in 
it the final downfall of individual lib- 
erty and initiative. It is believed, how- 
ever, that the democratic safeguards 
suggested in the foregoing paragraphs 
should suffice to protect the rights of the 
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individual. If economic science has any 
practical significance for mankind, it 
must be found in the power which it 
gives to control and improve the func- 
tioning of economic life. The only 
agency which is qualified to exercise 
controls for society as a whole is the 
state itself. It is to be expected, there- 
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fore, that the state will continue to ex- 

pand its regulation of industry. What 

is here advocated is that such control 

shall be planned instead of haphazard, 

and that the government which is to do - 
the controlling shall retain its demo- 

cratic character and be made as efficient 

as possible. 


Raymond T. Bye, Ph.D., is professor of economics 
at the University of Pennsylvania, Philadelphia. He 
has been a member of the teaching staff of that institu- 
tion since 1916. He is the author of “Capital Punish- 
ment in the United States” (1919), “Principles of Eco- 
nomics” (1924), “Applied Economics” (with William 
W. Hewett, 1928), and “Getting and Earning: A Study 
of Inequality” (with Ralph H. Blodgett, 1937). 
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Regional Development and Governmental Policy 


By Howard W. Opum 


HE assumptions of this paper, 

namely, that governmental policy 
will include programs of regional de- 
velopment and planning, are based upon 
what we should like to think of as self- 
evident facts; if not facts, then prem- 
ises, in support of which our several 
- propositions may be considered in the 
light of hypotheses basic to whatever 
final conclusions may emerge. 

In the first place, the subject of re- 
gional development and governmental 
policy does not represent merely an 
abstraction or a metaphysical concept 
superimposed upon the working realities 
of modern government. On the con- 
trary, these assumptions of governmen- 
tal co-operation in regional development 
“grow out of the day’s work.” They 
represent living realities and next steps. 
They represent fundamentals. They 
represent tools and techniques, not only 
in government but in the multiple ap- 
- proaches to decentralization and re- 
distribution. They reflect needs and 
emergencies, popular questionings and 
technical exploration, and are both sym- 
bol and reality of the new Americanism. 
More than this, these assumptions rest 
on the solid foundation of the new re- 
gionalism which serves both as an ex- 
ploratory science of cultural develop- 
ment and as a practical means of 
political and economic administration. 

Most of our assumptions, therefore, 
not only follow logically as next steps 
in the scientific study and planning of a 
great and complex nation, but also grow 
naturally out of a great majority of the 
premises set forth in the papers consti- 
tuting the body of this volume, as will 
appear from a critical examination of 
their contents and arrangement. 

We referred to our assumptions as 
growing out of the day’s work; that is, 


as being vitally realistic in that they 
have emerged from study, experiment, 
needs, and experience. There are two 
principal backgrounds in which this 
emergence is reflected. One is that of 
social research experimentation within 
the frame of reference of a major region 
of the United States; the other is the 
emergence of regional planning in the 
Nation as it has evolved from the earlier 
concept of metropolitan planning into 
both a philosophy and a technique of 
national development. 

The first example was somewhat in 
the nature of a laboratory and testing 
ground; the second was reflected in the 
logical attempt to meet emergencies and 
to comprehend in practical ways the 
length and breadth and power of a great 
nation in transition. The special re- 
gional experience cited below to illus- 
trate the scientific approach to American 
regionalism refers primarily to a twenty- 
year program of social research in the 
southern regions of the United States, 
long since recognized as national, eco- 
nomic, and cultural entities of great im- 
portance. 


A REGIONAL LABORATORY 


First, it seemed fair to assume that 
social study and social planning, in or- 
der to be realistic and responsible, must 
find their laboratory and their data 
within the region where the greatest 
reality abounds. Thus, we set up a sort 
of living regional laboratory where so- 
cial phenomena could be studied and 
social planning explored. Such a lab- 
oratory, however, was not to be inter- - 
preted as provincial or local, but rather 
a concrete laboratory for testing generic 
premises. Problems selected for study 
and areas chosen for planning were to 
e 1 See Bibliography at the end of this article, 
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be those which would have generic value 
throughout all parts of the country. 
Thus, agricultural reconstruction, social- 
_ industrial relationships, the reintegra- 
tion of agrarian culture in American life, 
race relations and prospects, the redis- 
tribution of opportunity and wealth, the 
techniques of making democracy effec- 
tive in the unequal places, the organic 
nature of the folk life and the new real- 
ism of the people, were universal prob- 
lems, finding their reality, however, in 
the living laboratory in which they 
grew. 

It soon became clear, however, in the 
next place, that so far from being pro- 
vincial or limited, these regional efforts 
required a more thorough background 
and wider knowledge for successful ac- 
complishment than did the ordinary his- 
torical or theoretical approaches which 
focus merely upon principles, concepts, 
abstract laws, and the like. That is, 
it was necessary to reinforce our equip- 
ment in methods and approaches to the 
study of social problems, to study more 
comprehensively the cultural back- 
grounds involved in history and anthro- 
pology, and to supplement our knowl- 
edge with geography and other physical 
sciences. All this meant that it was 
necessary also to have a closer align- 
ment and co-operation with and among 
all the social sciences. Not only this, 
but here was a frame of reference for 
the study of culture and economy which, 
without any doubt, set the tempo for a 
new era in the co-operation of the so- 
cial sciences with the physical sciences, 
and in the co-operation of the so- 
called academic institutions, the pro- 
fessional schools, and the great land- 
grant colleges with governmental agen- 
cies. 

Thus, work in this regional laboratory 
for social study and planning led to 
two relatively new methodological ap- 
proaches. One was co-ordination and 
co-operation of the various sciences in- 
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cluding the social sciences. The other 
was regionalism as a methodological ap- 
proach, in which the attack upon uni- 
versal problems could be made by all 
the sciences, and in which it became 
clear that the folk-regional society- or 
culture constitutes the supreme unit 
for social study and the smallest 
unit in which all the factors, including 
those of natural resources, human re- 
sources, and cultural conditioning, may 
be found, 


Factors NECESSARY TO 
UNDERSTANDING 


There emerged, therefore, an impor- 
tant theoretical conclusion as to the role 
of regionalism in national analysis and 
planning. Yet the chief value, after all, 
was practical. It became clear that the 
understanding of one region, with its 
backgrounds, limitations, and prospects, 
could be attained only through a sort 
of science of the region, which may be 
likened unto a gestalt, in which all fac- 
tors are sought out and interpreted in 
their proper perspective. That is, not 
only is each part related to every part, 
but also, planning for one aspect cannot 
successfully be done without adequate 
consideration of all aspects. Seen in 
the light of such a premise, a region—in 
this case the South—reflects everything 
that goes into the architecture of civ- 
ilization, and its problems and prospects 
are reflected mirror-like in such ways as 
to enable us to stand off and look on 
them objectively and work towards a 
better mastery. 

Further than this, however, it became 
very clear that it was not possible to 
characterize one region in terms of use- 
ful measures unless and until we had 
characterized the rest of the Nation and 
the other regions by similar compari- 
sons. The regional approach, therefore, 
became a dynamic tool in the attempt to 
understand the living geography of the 
Nation and to place each of the great 
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regions in their proper setting in the 
whole.? 

This led still further to the conclu- 
sion not only that it is not possible for 
one region to develop without the co- 
operation of the other regions and of 
the Federal Government, but also that 
only through strong regional develop- 
ment can the Nation as a whole be en- 
riched. Thus, through the newer 
reaches of regionalism as opposed to the 
old sectionalism, and through the almost 
universal trend toward centralization in 
government and economy, we came to 
a logical and scientific interpretation of 
the obligation of the Federal Govern- 
ment to co-operate with each of the re- 
gions. This obligation, of course, has 
been reinforced by the background of 
historical and political action and of 
cultural and economic differentials, in 
addition to these fundamental trends. 

This still is not the end. Immediately 
with the movement to have regionalism 
transcend sectionalism and with the 
trend toward Federal centralization over 
state rights, there arise fundamental is- 
sues and many points of conflict. These 
issues again are of universal and generic 
interest to peoples everywhere, to the 
end that centralization and totalitarian 
patterns may not transcend democratic 
form and retard progress. Thus, re- 
gionalism becomes the tool for decen- 

2 The essentials of this regional-national and 
national-regional approach are set forth in 
American Regionalism and Southern Regions 
of the United States. The six major regions 
are the Northeast and the Southeast, the 
Northwest and the Southwest, the Middle 
States and the Far West. In historical reality, 
there are two horths, two souths, and two 
wests. There are two “Easts” and four 
“Wests.” That is, the Northeast and Middle 
States are considered “North” by Webb in his 
Divided We Stand; the Southeast and South- 
west would be two Souths; while the North- 
west and Far West would be “Wests.” To go 
further back historically, however, the “East,” 
Northeast and Southeast, was always set over 
against the many wests, first the great North® 
west, then Middle West, then Far West, 
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tralization, the buffer between Federal 
and state conflict, and if there is any 
way to prevent totalitarianism in a great 
complex, urban, and industrial civiliza- 
tion of standardized tendency and to 
retain a quality civilization in a quantity 
world, it is through regionalism. 


FEDERAL EQUALIZATION 


Again, with reference to the case for 
Federal co-operation in regional devel- 
opment as basic to regional planning, 
the concrete illustration of the needs 
and experience of the Nation in relation 
to specific regions offers our most logical 
evidence. Thus, what is the logical 
basis upon which national planning 
might project the ideal of Federal aid 


. to the states in education, health, high- 


ways, and agriculture? As has been 
pointed out often of late, the premise is 
that an economic, social, and cultural 
lag in any part of the country is an eco- 
nomic, social, and cultural menace to 
all parts of the country. Forty per cent 
of the young people 10 to 20 years old 
on farms in 1920 were in cities in 1930, 
and most of this net migration was from 
rural areas. The quality of the educa- 
tion in these rural areas is therefore a 
matter of vital concern to the industries, 
the cities, and the people of the whole 
country. 

The Federal Government is the only 
agency that can redress this economic 
and educational imbalance between the 
metropolitan areas of the greatest con- 
centration of wealth and rural areas of 
the greatest concentration of children in 
relation to adult population. Since all 
sections, all resources, and all the people 
combine to produce the wealth concen- 
trated in the great centers, and since all 
the people as consumers help to pay the 
taxes on this wealth, it is just that a 
small part of the income from this 
wealth should go back to the states 
whence it came, for it is in the poorest 
states that is found the largest propor- 
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tion of children whose equality and 
quality of education will determine the 
future of democracy in America. 

It should be emphasized, of course, 
that the issue of Federal equalization is 
a national one; and further, that it is 
not a new one, since the practice is well 
established in such avenues as agricul- 
ture, road building, public health, social 
security, Federal relief, Public Works 
Administration, Works Progress Admin- 
istration, and many other activities of 
the Federal Government. 


NATIONAL ASPECT OF THE SOUTH 


Let us look at the situation from the 

national viewpoint as it relates to the 
_ South. Here a creditor region sends 
most of its money elsewhere, and the 
surplus wealth of the Nation is in no- 
wise available within the home border 
of the Southern States. The South is 
poor, and partly for this reason. But 
the South does contribute millions of 
dollars to the rest of the Nation, not 
only in its trade but also in its internal 
revenue payments to the Federal Gov- 
ernment, one single state, for instance, 
. paying more than twenty times what it 
gets back. But more than this, the 
South furnishes to the Nation millions 
of workers and replacement people for 
the cities and for industry and com- 
merce and the professions. The South 
must educate these people, and even 
with their inadequate education it is an 
expensive proposition, so that the total 
cost and value of these people reaches 
into billions of dollars. 

The South has contributed since 1900 
nearly four million people to other re- 
gions of the Nation, and these people 
have carried with them their education 
and some of their heritage, and have 
worked for the rest of the Nation during 


8See A Working Economic Plan for the 
South. Recommendations adopted at Atlanta, 
Georgia, January 15, 1939, and distributed by 
the Southern Policy Committee. 
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the time of their highest productivity. 
Thus, the cost is not only in their equip- 
ment, but also in what they take away 
from the South and what they might 
contribute to the development of the 
region if they remained. The Nation, 
therefore, from any point of view, owes 
something to the region. 

From still another viewpoint, the 
problem is pre-eminently a national one. 
It is generally agreed among all popula- 
tion experts that the South will continue 
to be the seedbed of the Nation’s popu- 
lation and will provide the surplus peo- 
ple for many years to come. To this 
extent, therefore, the character of the 
people of the Nation will depend upon 
the character of the people of the South. 
In the present economy it is not pos- 
sible for the South to provide facilities 
equal to those of the rest of the Nation, 
and therefore to give equal educational 
opportunity to all its children. Not 
only, therefore, is this problem one of 
democracy and equal opportunity as a 
national philosophy, but such unequal 
opportunity penalizes the whole Nation 
through these interstate migrations. 


SOME ASSUMPTIONS OF REGIONALISM 


The second background illustrating 
how the new regionalism has grown out 
of the day’s work is still more impres- 
sive. First, the regional approach to 
many problems of adjustment in admin- 
istration has become a logical “must,” 
or next step, in practical affairs, This 
is reflected in the extraordinarily wide 
range of regional administrative units in 
all phases of governmental activity.* 


See especially Regional Factors in Na- 
tional Planning and Development and J. W. 
Fesler’s “Federal Administrative Regions,” 
American Political Science Review, 30: 257-68, 
April 1936. See also the publications of the 
National Resources Committee, especially the 
eight publications on regional planning, Part I 
being Pacific Northwest; Part II, St. Louis Re~ 
gion; Part IN, New England; Part IV, Balti. 
more-Wasbington-Annapolis Area; Part V, 
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Yet, more than this, the assumptions of 
regionalism have emerged from the total 
cumulative experience and philosophy of 
contemporary civilization. We may 
look at some of these assumptions. 

The first assumption is that there will 
be a continuously increasing role of gov- 
ernment in both its range and its func- 
tion in the modern world of bigness, 
complexity, and technology. The trend 
is already very marked, of course. The 
evidences in the other papers in this vol- 
ume are adequate to supplement a large 
mass of earlier discussion on the subject. 

It follows, therefore, that there is 
. danger in this tendency towards ex- 
panded government and overcentraliza- 
tion. This danger may be primarily 
bureaucratic, or it may be a more seri- 
ous threat of totalitarianism. One of 
the chief objectives of modern students 
and planners, therefore, is to seek ways 
and means of attaining modern efficient 
government without the accompanying 
handicaps of the totalitarian govern- 
ment. 

This is all in line with certain other 
assumptions of the present era, which 
may be examined from several view- 
points. One is on the hypothesis that 
there is at the present time a general 
crisis In modern society, resulting from 
a changing civilization the world over, 
and in particular a changing western 
culture. Another is that there is at the 
present time a conflict in the more spe- 
cific realm of free institutions such as 
nations have not faced for several cen- 
turies. The third assumption is that 
there is still emergency and crisis in the 
United States such as will continue for 
some time to test the endurance of 
American institutions." 





Red River of the North; Part VI, Upper Rio 
Grande; Part VII, Alaska, Its Resources and 
Development; Part VIII, Northern Lake 
States, another “economic problem” area. 

5 Some of these postulates were first statéd 
in Odum’s The Regional Approach to National 
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Other basic elemental assumptions are 
that science and invention, in this mod- 
ern world of technology, have resulted 
in the outmoding of the old tempo of 
cultural development, whereby the folk- 
ways and mores permitted of gradual 
and slow evolution. The new tecknic- 
ways tend to transcend the folkways and 
supplant the mores, and thus accelerate 
the whole rate of societal evolution, 
throwing out of gear not only morals 
and manners, but also the economic and 
societal relationships of peoples and na- 
tions. 


SOCIAL PLANNING 


The next logical assumption, there- 
fore, is that social planning, more than 
any other trend, combines the best ef- 
forts of all who seek to match physical 
science with social science, and will re- 
ceive an increasing emphasis. More- 
over, social planning is no longer an aca- 
demic matter. It is here. 

The assumption with reference to 
America, however, is that social plan- 
ning must be set in the framework of 
American democracy, comprehending a 
working equilibrium in the whole cul- 
tural process and function. Such plan- 
ning will utilize the full capacity of a 
social engineering competent not only to 
build new structures for the Nation but 
also to carry in the meantime the traffic 
of all the institutions in a transitional 
society, and within these institutions to 
permit of orientation, spontaneity, and 
flexibility. 

This means that planning, American 
style, becomes a sort of balance wheel to 
make possible this new technical, na- 
tional planning, while at the same time 
preserving the American form of gov- 
ernment. This balance wheel is equiv- 
alent in both theory and practice to an 





Social Planning, published jointly by the For- 
eign Policy Association, New York, and the 
University of North Carolina Press, Chapel 
Hill, 1935, 
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advisory fourth division of government, 
called recently by Tugwell the Directive 
Agency. This means that planning 
through duly constituted planning 
boards will serve as buffer between the 
several divisions of government—ad- 
ministrative, judicial, and legislative— 
and between Federal centralization on 
the one hand and state isolation on the 
other. If, so the assumption runs, it is 
possible to have a powerful and effective 
democratic government functioning in a 
world of conflict without becoming to- 
talitarian, it can be done through this 
sort of planning. 

Immediately, however, the next prem- 
ise is that, due to the bigness of the Na- 
tion, to its cultural backgrounds and 
motivation, and to technological and 
sound theoretical considerations, the re- 
gional approach to national planning 
and development is absolutely funda- 
mental to any successful, permanent, so- 
cial planning program or procedure. 
This assumption, questioned vigorously 
only a few years ago, appears now to 
be generally accepted. 

The assumptions that governmental 
policy will provide for ways and means 
of promoting regional development rest, 
of course, primarily upon the premises 
of greater national development and 
unity. Regional development becomes 
an essential measure for the enrichment 
of the American whole. It is in this 
sense that we have insisted that the 
theme of American regionalism is, after 
all, essentially that of a great American 
Nation, the land and the people, in 
whose continuity and unity of develop- 
ment, through a fine equilibrium of geo- 
graphic, cultural, and historical factors, 
must be found not only the testing 
grounds of American democracy but, ac- 
cording to many observers, the hope of 
western civilization. The very defini- 
tion of the region connotes a constituent 

6 Howard W. Odum and Harry E. Moore, 
American Regionalism, p. 3, . 
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part of a national whole; without the 
concept of the totality, there can be no 
region, 


NATIONAL PLANNING BOARDS 


Yet we cannot have regional develop- 
ment and regional planning without na- 
tional planning, and it is not likely that 
we shall have any realistic, enduring 
planning procedures until the public has 
understood the sound theory and the 
imminent need of the whole process. 
Such a system of planning would neces- 
sarily comprehend the national, state, 
and regional planning boards function- 
ing together in a co-ordinated attack 
upon the most important needs. 

The functions of these boards would 
be threefold. The first would be to 
act in the service of the President and 
of the Congress and provide informa- 
tion, facts, and planning programs in 
special projects initiated by the Presi- 
dent or Congress. 

The second function would be to 
carry on a continuous social inventory 
of the Nation somewhat after the man- 
ner of Recent Social Trends, so that 
there would be an authentic research- 
planning group working all the time, not 
only in designing and planning research, 
but also in utilization of the vast re- 
search agencies and statistics of the 
present Federal organizations and de- 
partments. 

The third function would be to make 
contacts and co-operate with the regions 
and the states, and to carry on adult 
education and promotion and continuous 
referendum and publicity to the people. 
Some members of the planning board 
would continuously be sensing the vari- 
ous situations in the different states and 
regions, as well as interpreting the Na- 
tion to the President and Congress, and 
vice versa. It would be understood that 
research and plans would result in 
recommendations, action upon which 
would, however, always come through 
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the regular administrative, judicial, or 
legislative function of government, and 
through the several regional and state 
agencies within which they were appro- 
priate. 

In this third function of promoting 
regional planning and co-operating with 
state and regional agencies, the national 
planning board should have available a 
moderate amount of funds for allocation 
to state and regional planning boards in 
accordance with definite and common- 
sense co-operative arrangements within 
each of these. Although the suggestion 
is clearly “academic,” 7 such a plazning 
board might well save the Nation a 
great deal of money, in so far as it would 
be competent to undertake the research 
and investigation now provided for in 
the scores and scores of Congressional 
investigating committees and of isolated, 
overlapping, and duplicating research 
agencies within the Nation. Here would 
be opportunity better to implement the 
work and training of the expert in gov- 
ernment without turning the government 
over to scientists and students. 


STATE PLANNING BOARDS 


The second type of planning board in 
logical order is the state planning board, 
the general specifications and functions 
of which would in analogous measure 
tend to follow the general provisions set 
forth in the national planning board. 
The functions of the state planning 
board would tend to have the same 
threefold objectives as the national plan- 
ning board; that is, its first function 
would be to assist the governor in the 
work of planning and directing his state 


7Tt must be re-emphasized, of course, that 
this framework of national-regional planning 
is partly “academic” in that it is not possible 
to achieve so complete a program except 
through a referendum of the states to the peo- 
ple. The continuous reorganization of what is 
now the National Resources Planning Board 
is one evidence of the limitations of sucle a 
plan. 
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program; the second, to carry on a con- 
tinuous program of study and planning 
for the state itself; and the third, to co- 
operate with city and county planning 
boards within the state, and with re- 
gional and Federal planning boards out- 
side the state.® 


REGIONAL PLANNING BOARDS 


The third major type of planning 
board is the regional planning board, 
which should be less formal and less ac- 
tive than the national and state planning 
boards. In general, desired objectives 
could be attained by division of the Na- 
tion into a minimum-maximum number 
of major regions which would possess 
the largest possible degree of homo- 
geneity measured by the largest possible 
number of economic, cultural, admin- 
istrative, and functional indices, for the 
largest possible number of objectives. 
These areal divisions having been de- 
termined, the major regional planning 
boards might well be constituted as fol- 
lows: one ex officio member from each 
state planning board; one representative 
from the national planning board; two 
representatives from the region at large; 
and one ex officio representative from 
each of the specialized, technical, sub- 
regional planning groups already at 
work in the region, such as the T.V.A. 
or special river-valley or interstate com- 
pact groups. 

The function of the regional planning 
board would thus be even more advisory 
and general than that of the others, still 
following the general threefold objec- 
tives. That is, it would first of all focus 
upon its regional problems and planning, 
serving particularly as a buffer between 
the national planning board and the 
state planning board. Secondly, it 


8 See State Planning—A Review of Activities 
and Progress; State Planning, Programs and 
Accomplishments; The Future of State Plan- 
ning. Publications of National Resources 

* Committee, 
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_ would seek to keep continuously a pre- 


view of facts and situations and a pre- . 


view of trends in the region, with a view 
to co-ordinating the work of the states 
with that of the Nation. In the third 
place, it would’ have the peculiar task of 
co-operating with state and subregional 
planning boards.® 


THE PRESENT TENDENCY 


We referred to some of these speci- 
fications as “academic” in that it is not 
likely that they can be made effective 
at this time. With an extraordinary op- 
portunity such as the Nation has rarely 
experienced, namely, the beginnings of 
state planning boards in practically all 
the states, and with a national group 
ready to co-operate and co-ordinate, the 
present tendency seems to be gradually 
to abolish or to neglect the state plan- 
ning boards, without which it is not 
possible to have regional planning 
boards effectively at work. Much of 
this trend, it seems to me, is due to the 
fundamental failure to co-ordinate plan- 
ning with development; governmental 
operations with economic processes; 
physical planning with cultural plan- 
‘ ning; governmental planning with civic 
co-operation. It has thus come to pass 
that social planning has come to connote 
the opposite of development. A re-ex- 
amination of the whole field of planning 
and development in the light of the Na- 
tion’s policy with reference to the re- 
gions and to its greater wealth and wel- 
fare would seem now to be necessary. 
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Conservation of Natural Resources’ 


By Ropert H. RANDALL 


EALTH of natural resources is 

a dominant factor in the Ameri- 
can economy. We are a prosperous 
country primarily because we are a 
richly endowed country. If we continue 
to dissipate this natural heritage, if we 
fail to conserve our land, our forests, 
our oil and coal and minerals, we shall 
lose our sources of raw materials and 
of energy, and shall be hard pressed to 
maintain or improve our standard of 
living. 

Conservation of natural resources 
does not mean, however, that these re- 
sources should be preserved for the use 
of future generations at the expense of 
the present. It simply means that we 
cannot be so profligate with our capital 
as we have been in the past—that a bal- 
ance must be struck between present 
and future needs. To strike such a bal- 
ance calls for careful planning in the 
use and the development of our re- 
sources. 

To the Colonial settler and to the 
pioneer, pushing the frontier of the 
United States ever westward, land and 
forest, fish and game, and mineral de- 
posits were so abundant as to seem in- 
exhaustible. They were to be had for 
the taking, and they were recklessly and 
wastefully exploited. Little if any 
thought was given to the future. 

However, as the frontier receded and 
the land came to be more densely popu- 
lated, it became apparent that inexhaust- 
ibility was a myth—that our resources 
were being rapidly depleted. The idea 
of conservation came to be accepted first 


1 The historical material presented herein on 
state conservation of resources was derived 
largely from State Conservation of Re- 
sources, by Clifford J. Hynning, The National 
Resources Committee, Washington, D. C., 
1939. 


in the “older, eastern sections of the 
country, where the results of wasteful 
exploitation had long been apparent, 
and then moved slowly westward, ad- 
vancing with settlement. But it was 
not until the close of the nineteenth cen- 
tury, with the disappearance of the 
frontier and the passing of the era of 
free and good public lands, that the 
threatened exhaustion of our natural re- 
sources became sufficiently apparent to 
arouse any nationwide interest in their 
conservation and managed use. 


EARLY EFFORTS AT CONSERVATION 


Although the earliest attempts to pro- 
tect such natural resources as forests and 
wild life date back to the Colonial pe- 
riod, little progress in conservation was 
made from that time until after the mid- 
dle of the last century. In the 1860's, 
however, certain states undertook to 
control stream pollution and to protect 
fish; in the 1870’s steps were taken for 
the protection of game; in the 1880’s for 
the preservation of forests; and in the 
1890’s for the prevention of oil and gas 
waste. 

These state activities in the field of 
resource management gradually devel- 
oped from mere legislative declarations 
of policy to administrative control over 
specific resources. The degree of con- 
trol exercised has varied with the re- 
source; for example, much greater prog- 
ress has been made in forest than in 
land management. It has also varied 
with the state. The methods used, 
either singly or in combination, have 
ranged from the acquisition of land by 
the state and the withdrawal and res- 
ervation of public lands, the purchase of 
consent from private owners by direct 
payment, services, or tax adjustments, 

e and regulations under the police power 
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to education and the application of sci- 
entific techniques, as in fish and game 
restoration, and reforestation. Legal 
justification for this expansion of gov- 
ernmental activity has been found in 
the police power of the state, buttressed 
by the legal theories of sovereign owner- 
ship and the prevention of waste. 

The early state agencies concerned 
with the management of natural re- 
sources were numerous and operated 
quite independently of one another. 
Little or no recognition was given to 
the fact that the use and development 
of one resource might affect other re- 
sources. There was no concept of co- 
ordinated resource management or of 
comprehensive planning for the use and 
development of all resources, on which 
such management, to be successful, must 
be based. 

During the same period, the Federal 
Government also began to manifest an 
interest in conservation. In 1871 the 
office of Commissioner of Fish and Fish- 
eries was established to prevent the de- 
cline of fisheries. Somewhat later a 
Federal forest agency was set up, and 
in 1891 the first national forest reserva- 
tion was created. It was not until the 
first decade of the present century, how- 
ever, that conservation became a na- 
tional issue. 

Though the conservation movement 
of 1908, which produced the National 
Conservation Commission, the Govern- 
ors’ Conference, and the Joint Conserva- 
tion Conference, succumbed in the face 
of the political controversy it had 
aroused, and though only four of the 
state conservation commissions estab- 
lished at that time have survived to the 
present day, three major accomplish- 
ments must be accredited to this move- 
ment: It brought about popular recogni- 
tion of the need, in the public interest, 
for governmental control over the use 
and development of our natural re-e 
sources; it emphasized the interrelation- 
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ship of these resources and the need for 
co-ordinated resource management based 
on comprehensive planning; and it es- 
tablished a precedent for state conserva- 
tion agencies and for interstate and 
Federal-state co-operation in this field. 


Postwar DEVELOPMENTS 


In the postwar period, numerous state 
conservation agencies were set up as 
part of state administrative reorganiza- 
tion plans or were established separately 
to integrate the various state activities 
in relation to natural resources. How- 
ever, even in those states having con- 
solidated conservation agencies, this 
consolidation was seldom all-inclusive, 
and other agencies still exist with func- 
tions in the resources field. Moreover, 
the state conservation commissions were 
primarily concerned with resource man- 
agement, and only incidentally with 
planning. Prior to 1933, only three 
states—New York, New Jersey, and 
Wisconsin—-had specifically recognized 
planning as an important function of 
state government and had made provi- 
sion for it. The stage, however, had 
been set, and with the establishment of 
the National Planning Board in 1933, 
the states hastened to take advantage of 
the Federal aid offered, under the emer- 
gency relief grants, for the setting up 
of state planning agencies. 

Though the constitutional division of 
powers between the states and the Fed- 
eral Government has placed the burden 
of resource management on the states, 
the Federal Government has endeavored 
to ease this burden by making grants to 
the states, by providing them with the 
services and advice of such agencies as 
the Forest Service, the Biological Sur- 
vey, the Bureau of Fisheries, the Bureau 
of Mines, and the Geological Survey, 
and by undertaking conservation work 
in those areas over which the Federal 
Government itself has jurisdiction. 
Prior to 1933, however, there was little 
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more opportunity for co-ordinated re- 
source management based on compre- 
hensive planning on the national level 
than there was within the states. 


Tue PRESENT SETUP 


With the depression came the realiza- 
tion of the imperative need, in order to 
mitigate such crises in the future, for 
integrating the many state and Federal 
functions pertaining to resource manage- 
ment into a co-ordinated and compre- 
hensive program for the wise conserva- 
tion and use of the Nation’s resources. 
It was seen that such a program, to be 
successful, must be nationwide in scope, 
since conditions in one section of the 
country were bound to affect other sec- 
tions, and that it would call for effective 
co-operation among the different Fed- 
eral agencies and between the Federal 
Government and the states. 


To advise and assist the Administrator 
... through the preparation, development, 
and maintenance of comprehensive plans 
. . . through surveys and research .. . and 
through the analysis of projects for co- 
ordination and correlation of effort among 
the agencies of the Federal, State, and lo- 
cal Governments, 


the Public Works Administrator, in De- 
cember 1933, set up the first National 
Planning Board. This was succeeded 
by the National Resources Committee, 
established by Executive Order in June 
1935, 


to prepare and present to the President a 
program and plan of procedure dealing with 
the physical, social, governmental, and eco- 
nomic aspects of public policies for the de- 
velopment and use of land, water, and 
other national resources and such related 
subjects as may from time to time be re- 
ferred to the Board by the President. 


The National Resources Planning Board 
took over the functions of the Resources 
Committee on July 1, 1939. s 
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The National Planning Board, through 
the services of its consultants and with 
Civil Works Administration funds allo- 
cated for local planning projects, en- 
couraged the states to set up state plan- 
ning boards to undertake planning at 
the state level and to co-operate with the 
national planning agency. Since 1933 
forty-seven states have set up planning 
agencies, of which forty-two were in ex- 
istence as of May 1, 1939, and about 
four hundred county planning commis- 
sions and a number of regional planning 
commissions and special interstate com- 
mittees have been established. 

These local, state, regional, and na- 
tional planning agencies have under- 
taken to formulate programs for the best , 
use and development of our resources. 
This planning, by the very nature of 
the problems to be solved, must be 
largely a co-operative enterprise, since 
the solution calls for concurrent action 
at all levels of government. State and 
national programs cannot be considered 
as distinct and separate entities, nor 
can the exercise of the planning function 
be confined solely to the planning agen- 
cies. 

The National Resources Planning 
Board and its predecessors, therefore, 
have continually endeavored to stimu- 
late planning in the states and by the 
Federal agencies concerned with re- 
source management, and to correlate 
this programming both as among Fed- 
eral agencies and as between the states 
and the Federal Government. To this 
end special committees have been or- 
ganized, made up of representatives 
from interested Federal agencies and 
state planning agencies and of outside 
technicians, to study and make recom- 
mendations relative to the conservation 
and use of our Jand, water, mineral, and 
energy resources. These technical com- 
mittees have worked in co-operation 
with state and local governments. The 
solution of regional problems on a re- 
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gional basis has been facilitated by the 
establishment of permanent regional 
commissions, such as those in New Eng- 
land and the Pacific Northwest, and of 
special regional committees, such as that 
in the Northern Lakes States, to further 
interstate and Federal-state co-operation 
in attacking these problems. 

The state planning boards have un- 
dertaken the collection of those basic 
data on state resources which are essen- 
tial to the formulation of any sound pro- 
gram for resource use, whether state, re- 
gional, or national in scope. These 
boards offer an opportunity for the co- 
ordination of the plans of other state 
agencies in the resources field and pro- 
vide the necessary machinery for com- 
prehensive planning of resource manage- 
ment at the state level. Their existence 
has greatly facilitated the preparation 
and carrying out of regional plans; and 
since state activities coincide at many 
points with Federal jurisdictions and 
services, the state planning boards and 
the National Resources Planning Board 
together, through their respective co- 
ordinating functions in relation to other 
state and Federal agencies, are in a posi- 
tion to foster the co-operation of these 
agencies and to assist in the correlation 
of their long-range programs. 


INCLUSION OF HUMAN RESOURCES 


Together, the various planning agen- 
cies established since 1933 constitute a 
means whereby the objective, advanced 
in 1908, of co-ordinated resource man- 
agement based on comprehensive plan- 
ning may be realized. They are, there- 
fore, to some extent an outgrowth of 
the earlier conservation movement. 
However, in response to new conditions, 
the concept of conservation which was 
held at the beginning of this century has 

` had to be expanded. 

According to the laissez faire philos- 
ophy of the nineteenth century, the qu- 
tomatic working of the self-regulatory 


145 


features of the competitive system might 
be depended upon to keep individual ini- 
tiative within the bounds of reason and 
to maintain an equilibrium within the 
economic structure. Governmental in- 
terference in the business of the banker 
or the industrialist, in the relations be- 
tween employer and employee, or on 
behalf of the underprivileged was 
thought to be warranted only in cases 
of extreme maladjustment, too patent 
and too productive of human suffering 
and social unrest to be tolerated. 

The obvious dissipation of our forests 
and pollution of our streams forced the 
gradual abandonment of this attitude 
as it affected the utilization of natural 
resources. The need to conserve our 
human resources is only now being made 
equally apparent by widespread unem- 
ployment, limited opportunities for in- 
dividual enterprise, and the obviously 
inadequate standard of living of a great 
body of the population. Therefore, 
there is today a strong tendency to in- 
clude human resources when we speak 
of conservation, and the work of the 
National Resources Planning Board, the 
regional planning agencies, and to some 
extent that of the state planning boards, 
has not been confined to natural re- 
sources but has been extended to human 
resources as well. 

Since the purpose of conservation of 
natural resources and of careful plan- 
ning for their use is to obtain the great- 
est general benefit from them and to 
protect the public interest in them, it is 
obvious that no useful plan for their de- 
velopment can be made without taking 
into full account its social and economic 
aspects and consequences. Only by re- 
lating natural resources to the economic 
and social life which they support, in 
planning for their utilization, can the 
general standard of living be improved 
and the interests of future generations 
be protected. Planning for human re- 

esources in conjunction with physical re- 
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sources is, therefore, an integral part of 
comprehensive planning and a natural 
development, rather than an innovation, 
in the evolution of the concept of con- 
servation. 

Planning as a governmental function 
has been necessitated by the facts that 
the machinery of contemporary society 
is too complicated to be self-regulatory, 
and that the consequences of its break- 
down are too grave and far-reaching to 
be chanced. Planning agencies are no 
more than a concrete recognition of the 
great variety of conflicting and diverse 
interests which go to make up the mod- 
ern state. They have become essential 
to permit representative government to 
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function effectively in reconciling these 
interests in the public welfare. The Na- 
tional Resources Planning Board and 
the local, state, and regional planning 
agencies are instruments for the formu- 
lation and correlation of plans to gov- 
ern the management of our various re- 
sources, both physical and human, as 
conditions and public opinion warrant 
this long-range programming. They can 
neither force the adoption of these plans 
nor supervise their execution. Their 
function is to advise the executive and 
legislative branches of government and 
to co-ordinate the administrative activi- 
ties of the different divisions and levels 
of government. 
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Conservation of Public Health * 
By Paur A. Dopp 


HE American public is familiar 

with the substantial progress made 
in the field of medical science resulting 
in knowledge with far-reaching possi- 
bilities of practical application. Yellow 
fever, tuberculosis, diphtheria, typhoid 
fever, pneumonia, cancer, and diarrheal 
diseases have been brought within a 
high degree of control. During the first 
thirty-eight years of the twentieth cen- 
tury the general mortality rate for the 
United States was reduced from 17.6 to 
10.7 per thousand population... This 
has meant a saving of three-quarters of 
a million lives annually, and has added 
twelve years to the expected life-span of 
the average American. Medical science 
has developed perhaps to a higher level 
in this Nation than it has anywhere else 
in the world, and in so doing has ma- 
terially reduced the sufferings and sacri- 
fices of the people. 


PRESENT WASTAGE OF HUMAN 
RESOURCES 


But there is still much to be desired. 
During the average year, a child is born 
in each of over two million families 
throughout the Nation; half of these 
come into families on relief or with total 
annual family incomes of less than $1,- 
000.? Each year some 12,500 expectant 


* This address was delivered before two 
meetings of The Pacific Southwest Academy 
held in Los Angeles, January and February 
1939, . 

1 Data for 1900 are taken from Mortality 
Statistics, 1934 (United States Department of 
Commerce, Bureau of Census), p. 4; those for 
1938, from the Monthly Vital Statistics Bulle- 
tin (Department of Commerce, Bureau of 
Census), Vol. 1, No. 13, p. 3. 

2 Figures here and immediately following 
are taken from the Interdepartmental Com- 
mittee to Co-ordinate Health and Welfare 
Activities, Tke Nation’s Health (Washington, 
Government Printing Office, 1939), passim. 


mothers die; 75,000 babies are still- 
born; 69,000 others die during the first 
month after childbirth, of whom 56,000 
die because of complications due to pre- 
natal conditions. Each year 35,000 
children are left motherless. In the 
United States the maternal mortality 
rate is 5.7 per thousand live births— 
more than twice what it is in Sweden. 
During 1936 a quarter of a million 
American women did not have the serv- 
ices of a doctor at childbirth. Over 
200,000 births occur annually in fami- 
lies located over 30 miles from the near- 
est hospital. 

Nor is this all. Tuberculosis takes 
an annual toll of 70,000 Americans. 
Within the age group 15-45 the mor- 
tality rate for this disease is higher than 
from any other single cause save that 
of accidents. In addition, some 420,000 
active cases expose a million others each 
year to this “great white plague,” most 
of them among Negroes or workers in 
mining or similar occupations in low in- 
come groups. 

Venereal diseases exist among more 
than 1,500,000 persons seeking treat- 
ment each year, not to mention the 
numbers who fail to receive care of any 
kind but who continue to spread con- 
tagion wherever they go. Syphilis and 
gonorrhea cause over 40,000 deaths an- 
nually, probably four-fifths of which 
could be prevented by proper treatment. 

Pneumonia takes 150,000 lives each 
year, fully 25 per cent of which are sac- 
rificed because of the cost of serum 
treatment under private practice or in- 
adequate public health protection. No 
provision is made for free distribution 
of serum in almost a third of the cities 
of 100,000 or over, even though it is a 
well-known fact that the use of it in 
time is almost sure prevention of death. 
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Each year witnesses over 140,000 
deaths from cancer (one-tenth of all 
deaths), and over 400,000 sufferers. If 
treatment known to modern science 
could be brought within reach of all 
cancer victims, some 30,000 lives might 
be saved even though it proved success- 
ful in only half the cases having cancers 
present in accessible parts of the body. 

Half a million cases confined to men- 
tal institutions in America call for in- 
auguration of a preventive program, 
bringing proper diagnosis and treatment 
to individual emotional conflicts before 
the thread of rationality has been 
broken. Thus a substantial part of the 
$150,000,000 now spent in support of 
these institutions might be made avail- 
able for far greater returns in preventive 
practice through savings effected when 
corrective influences have been exerted. 


THE PROBLEM oF HUMAN 
CONSERVATION 


Need for the conservation of human 
resources does not exist today because 
of retarded medical knowledge, but 
largely because of the cost and inacces- 
sibility of medical care. This need, to- 
gether with the losses resulting from 
the tragic waste of health resources, is 
vividly pictured in the report of the 
National Health Survey in the following 
words: l 


—That the gross sickness and mortality 
rates for the poor in our large cities are as 
high today as they were for the Nation as 
a whole, half a century ago. 

—That among families on relief canvassed 
in the National Health Survey, acute ill- 
ness is 47 per cent more prevalent and 
chronic illness 87 per cent more prevalent 
than among families with incomes of $3,000 
or over. 

—That nonrelief families with incomes of 
less than $1,000 experience twice the rate 
of disability through sickness than families 
in the higher income groups experience. 
—That no physician’s care is received in 
30 per cent of serious disability illnesses 
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among relief families and 28 per cent of 
such illnesses in families just above the 
relief level. 

—That infant mortality is high wherever 
economic status is low. 

—That a great majority of the mothers of 
low income families (where over half the 
2 million babies are born each year) do not 
receive adequate medical care. 

—That one-half to two-thirds of maternal 
deaths are preventable and that the death 
rate of infants in the first month of life 
can be cut in half.® 


DEFICIENCIES OF PRESENT SYSTEM 


Just what are the deficiencies of the 
present system which ‘give rise to this 
dissipation of the Nation’s human re- 
sources, and does public medicine offer 
an acceptable solution? 


Health facilities unevenly distributed 


Health facilities under the present 
system of medical-practice are unevenly 
distributed. A review of the location of 
facilities reveals how inadequate they 
are at present for meeting basic needs. 
The unequal distribution of medical 
practitioners resulting from the uncer- 
tainties of professional incomes in rural 
districts and the concentration of large 
numbers of professionals in highly ur- 
banized districts is well illustrated in 
California, where, for instance, there 
will be found an average of one doctor 
of medicine for every 424 persons in 
San Francisco County, in contrast with 
one for every 1,924 in Imperial County.* 
Likewise, on the average, San Francisco 
County has one dentist for every 593 
persons, while Imperial County has one 
for every 4,329 persons.’ 


8 The Nation’s Health, op. cit, pp. 5-6. See 
also Health Security (a message from the Pres- 
ident of the United States, 76th Congress, First 
Session, H. R. Doc. No. 120, Washington, Jan. 
23, 1939), pp. 5-6. 

4Paul A. Dodd and E. F. Penrose, Eco- 
nomic Aspects of Medical Services (Washing- 
fon: Graphic Arts Press, Inc., 1939), p. 22. 

5 Ibid., p. 23. 
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Inability to purchase medical care 


A second deficiency relates to inabil- 
ity on the part of the low income groups 
to purchase adequate medical services. 
Over fifty million Americans live in fam- 
ilies whose incomes are less than $1,000 
a year. Many of these reside in rural 
districts and are not able to earn enough 
to provide proper food for themselves 
and their families, not to mention cloth- 
ing, shelter, and health services. In 
California during 1937, for instance, no 
fewer than 557,000 wage earners re- 
ported total earnings for the year of 
less than $300 each to the Social Se- 
curity Board on old-age pension ac- 
count. Even the so-called “middle 
class” may find itself unable to take 
full advantage of medical facilities due 
to high costs or to inability to pay be- 
cause of sudden and unexpected appear- 
ance of illness. For the majority in 
the low income group, illness on the part 
of the wage earner soon means indigence 
and relief, even though independence is 
maintained during times of normal 
health. If these people receive the 
treatment which they need, extra bur- 
dens are bound to be thrust upon agen- 
cies and individuals rendering medical 
services. 

Thus under the present system the 
medically indigent must rely to a great 
extent upon free care privately rendered 
or upon limited public health facilities 
if their medical needs are to be met. 
Yet, obviously, in the case of the for- 
mer certain factors characteristic of pri- 
vate practice of medicine are bound to 
place natural restrictions upon the 
amount of free care rendered by any 
private practitioner, regardless of how 
generous he may be. Overhead and op- 
erating costs must be met in some way 
if he is to remain in his profession. In 


8 Social Security Board, “Analysis of Earn- 
ings Reported under Old-Age Insurancé” 
(Washington, April 10, 1939), Table 2-B. 
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California, a state where per capita in- 
comes are fourth highest among all 
states throughout the Nation, half the 
doctors of medicine actually received 
total net professional incomes during 
1933 of less than $2,700 each.” This 
fact suggests quite clearly that the 
amount of free work rendered to deserv- 
ing patients is bound to be limited by 
the individual doctor’s ability to do 
enough additional work for charges suf- 
ficient at least to cover the expenses of 
maintaining himself, his family, and his 
office for all his work, both pay and free. 

Moreover, there is another side to this 
question which affects the doctor and his 
earnings. The medical profession under 
private practice, throughout the years, 
has voluntarily assumed the burden of 
the medically indigent. This has been 
accepted as traditional. But why should 
the doctor be expected to do this? Cer- 
tainly owners of retail establishments 
have never been expected to furnish 
clothing and food to those who could 
not pay the price for necessary goods. 
Is there any more ground for expecting 
that a service so basic to life and health 
as medical care should be rendered free 
by those who produce the services? 

There are at least two fundamental 
objections to this rendering of services 
under private practice free to the medi- 
cally indigent. First, under such a sys- 
tem services even approaching those 
needed are unobtainable. Personal 
pride, indifference, ignorance—these and 
other forces restrain many millions of 
Americans from seeking free services 
from the doctor or the hospital, resulting 
in the needless sacrifices summarized 
above. Second, such practice places the 
public under obligation to the medical 
profession, and thus gives organized 
medicine a “vested interest” in the sys- 
tem of private practice of medicine. 
This circumstance, at least up to now, 
has proved a powerful aid to the selfish 
* 7 Ibid., p. 210. 
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interests within organized medicine in 
checking the development of public 
medicine and health insurance. 


Inadequacy of voluntary industrial med- 
icine 

A third deficiency of the present sys- 
tem is found in the inadequacy of vol- 
untary industrial medicine. Only a few 
employers, relatively speaking, have vol- 
untarily inaugurated adequate health 
supervision programs. There can be no 
doubt as to the significance of conserva- 
tion of the health resources of fifteen 
million American industrial wage earn- 
ers and their dependents. Occupational 
hazards are still great in certain lines of 
activity, such as mining, paint-spraying, 
and steel-rolling. It has been estimated 
that only a fourth of all industrial em- 
ployees 


have access to a company medical service, 
and even among the small percentage of 
large companies which maintain medical de- 
partments, the scope of activities in many 
is so limited or the work is so inefficient 
that it is not worthy of being designated as 
an industrial medical service.® 


EXTENSION OF HEALTH SERVICES AND 
Group PRACTICE 


Can such deficiencies as these be rem- 
edied short of a complete reorganization 
of health services and an extension of 
public medicine in the United States? 
We are told that public health agencies 
with budgets approaching one dollar per 
capita are capable of extending limited 
basic public health services which would 
include control of sanitation, communi- 
cable and venereal diseases, and mini- 
mum maternal and child hygiene care. 
Yet states throughout the country 
spend, on the average, approximately 

8 A. W. Schoenliber, “How Industrial Medi- 
cine Aids in Management,” Personnel Journal, 
Jan—Feb. 1936, p. 297 (quoted in Industrial 
Relations Section, Princeton University, 
“Group Purchase of Medical Care by Indus- 
trial Employees,” 1938, p. 15). z 
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eleven cents per capita, and some ac- 
tually appropriate as little as three 
cents.? In only eight states of the 
Union are all counties served by full- 
time health districts, and many of these 
are being served by “extremely ‘thin’ 
district health units.” 

The traditional “family doctor” was 
acceptable when the science of medicine 
was simple; but increased medical 
knowledge necessitating specialization, 
and developments in apparatus and 
equipment for treatment techniques, 
have resulted in complicating the prob- 
lem of dispensing medical care. Private 
practice has encouraged wasteful dupli- 
cation of costly facilities such as X-ray 
and laboratory equipment and private 
hospital institutions, and is destined to 
give way sooner or later to a more effi- 
cient and effective “group medicine.” 
This is an age of specialization. Gen- 
eral practice is fast becoming—in fact 
is, as the term implies—a service ren- 
dered by the “general” practitioner who 
is trained for and capable of taking care 
of common diagnoses and ailments, but 
who acts as a reference expert for all 
difficult procedures where the services 
of a specialist or his equipment are 
needed. 

Great economies are promised in pur- 
suance of group medical practice 
through lower overhead and operating 
costs and through a greater utilization 
of facilities. The modern hospital it- 
self may well prove to play a significant 
role as the center of future medical serv- 
ices, along with health clinics and cen- 
ters established under an enlarged pub- 
lic health program. 

A reorganization of medical facilities 
similar to that suggested above and a 
more efficient utilization thereof offer a 
practical method of economizing upon 
the costs of rendering more adequate 
services to all groups of people in all 
districts. This within itself, however, 


9 Health Security, op. cit., p. 22. 
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will never meet the basic economic bur- 
den of medical care for the typical 
American wage-earning families; 
even though it is possible to reduce the 
costs of rendering services by means of 
a reorganization of facilities, still to 
some unfortunate families each year the 
uncertain costs and unpredictability of 
illness will continue to cause a tremen- 
dous shock and place an unbearable bur- 
den unless they can be guarded against. 


PUBLIC MEDICINE 


There are at least two simple meth- 
ods of meeting this problem of risk and 
inadequacy. One would be to extend 
public medical services to the point 
where, by means of general tax funds, 
all or a major portion of the health 
needs of the entire population (either 
state or national) would secure needed 
care and preventive treatment without 
further charges. This in fact would be 
public medicine, or nationalized medical 

«service, under which medical services 
might be extended to the entire popula- 
tion without charge aside from the taxes 
which would have to be levied to sup- 
port the program, very much as public 
education is supported throughout the 
Nation. 

The use of tax funds to pay for public 
services is old in principle. Under this 
system the services of the doctor, the 
dentist, the hospital, the nurse, and all 
others participating in the program 
would be paid for by the government. 
Already some $500,000,000 or more is 
spent annually in support of limited 
public health services in the interest of 
preventive medicine. There are certain 
distinct advantages to a full system of 
public medicine. But it would involve 
the expenditure of an additional $2,750,- 
000,000 or more each year, and would 
thus entail the raising of new funds, 
causing a considerable adjustment in the 
tax burden. Even though this were esto 
prove to be only temporary, such a pro- 


for. 
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gram might ‘make certain adjustments 
very difficult for awhile. Furthermore, 
it would mean the abolishment of prac- 
tically all private practice of medicine 
—a course of action that might easily 
prove to be disturbing and costly be- 
cause of professional and administrative 
difficulties. These and other considera- 
tions have led most students of the 
problem in America to turn to other 
avenues of approach. 

In the United States, existing public 
medical services usually refer to two 
types: those extended to the medically 
indigent or relief persons, and those af- 
fording limited preventive services only. 
We have seen how inadequately the 
needs of both these categories are taken 
care of under existing facilities. One 
approach, then, might be in an extension 
of public medicine to the point where 
basic medical facilities would be made 
available to at least the medically in- 
digent, and perhaps also to those who, 
as we have seen, are unable to meet the 
unpredictable losses due to illness, be- 
cause of insufficient earnings. 

Several objections to this line of ap- 
proach have been presented by those 
who oppose this course. First, offering 
public medicine to one economic group, 
such as to the medically indigent, places 
a stigma upon that class which many 
feel is unjustifiable. But here it is dif- 
ficult to understand how this action 
might possibly add to the stigma that 
such people face upon first becoming 
indigent. 

A more valid objection to this pro- 
gram appears in the administrative dif- 
ficulties inherent in it. Because of the 
inevitable diversities in the medical care 
offered, it becomes necessary in some 
way to attempt to provide for gaps that 
are bound to arise between public and 
private services. Finally, if public med- 
icine is offered only to certain indigent 
or low income groups, it becomes neces- 

*sary in each case to determine eligibility 
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before such services are offered. Expe- 
rience has demonstrated this to be a 
difficult and costly, although not an im- 
possible, task. 


COMPULSORY HEALTH INSURANCE 


Another approach, in principle per- 
haps as old as that of public services 
made possible through tax funds, is 
through application of the principle of 
insurance, payments being made by or 
on behalf of those benefiting under the 
program. Such a plan shares in the 
great advantage of public medicine by 
making possible the spreading of risk 
among all those within the health insur- 
ance system. If such a principle is to 
be applied without selectivity of risk 
and at a minimum of expense to the 
widest possible number who most need 
protection against illness, experience has 
demonstrated that it must be compul- 
sory, and not voluntary. Under a com- 
pulsory health insurance system, then, 
contributions are usually made by and 
on behalf of wage earners in the low 
income groups. The insurance fund 
thus established is used to finance pay- 
ments to doctors, dentists, and hospitals 
of the patients’ own choice, for the serv- 
ices rendered. 

Compulsory health insurance plans 
do not represent a form of socialized or 
nationalized medical services, since or- 
dinarily the personal relationship be- 
tween doctor and patient is preserved, 
and the doctor is paid, not by the state, 
but rather by the health insurance fund, 
for services he voluntarily renders under 
the plan. Health insurance offers, how- 
ever, the great advantages over private 
practice of making medical costs budg- 
etable, and of presenting opportunity for 
economical utilization of hospital and 
other medical facilities through close co- 
ordination and proper distribution of 
health agencies and services. To doctor 
and hospital it offers the opportunity of 
receiving a steady remuneration for ° 
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services extended under the scheme. 
Finally, it affords a uniform standard 
of services for all those included, and 
still allows for uninterrupted private 
practice of medicine between doctors 
and patients within higher income 
groups. where economic status is suffi- 
cient to stand sudden losses and costs 
of uninsured illness. 


A COMBINATION PROGRAM 


A compulsory health insurance system 
within itself, upon an. acceptable Ameri- 
can level, cannot be expected to carry 
the entire load of the medically indigent. 
This is true because it is impractical to 
impose upon (or in behalf of) the em- 
ployed members of the system premium 
rates or taxes sufficiently large to carry 
the costs of medical services for them 
(the insured employed workers) and 
their dependents, and in addition the 
unemployed and their dependents. In 
California during 1937, for instance, 
there were 1,860,464 workers contribut- 
ing on Federal old-age security accounts, 
but only 1,303,415 of these worked long 
enough to make more than a total of 
$300 during the entire year.1° If the 
557,000 workers who failed to earn at 
least $300 during the entire year were 
to be included in a state-wide compul- 
sory insurance system, they would ac- 
tually place such a heavy drain upon 
the fund as to impair seriously the ex- 
tent and the quality of services offered 
under the plan. Their inclusion would 
actually have reduced the estimated 
amounts available under the proposed 
California compulsory health insurance 
plan from $18.95 to $13.20 per insured 
person.!! f 

This consideration leads one to con- 
clude that the cost of inclusion of the 


10 From “Analysis of Earnings Reported un- 
der Old-Age Insurance,” op. cit, Table 2-B. 

11 Computed upon the basis of a straight 3 
per cent tax imposed in support of the health 
insurance fund. 
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medically indigent group in a state-wide 
compulsory insurance system must be 
met through contributions made in its 
behalf by means of Federal or state ap- 
propriations out of tax funds. Other- 
wise, the cost of extending medical bene- 
fits to persons within this group will be 
too great a burden upon other members 
of the program. If tax funds are used 
for this purpose, all wage earners below 
a certain income level (whether em- 
ployed or not) and their dependents will 
gain the benefits of the health insurance 
program. The advantages of such a 
system, insuring uniform coverage and 
benefits and protecting against losses 
due to fluctuation from employment 
status to unemployment and vice versa 
without involving complicated questions 
of eligibility or attaching a stigma to 
nonemployment, are obvious. 

An acceptable health program which 
does not include the medically indigent 
and the unemployed within a system of 
compulsory health insurance will require 
a combination of public medicine and 
compulsory health insurance if the needs 
of these groups are to be met. Even 
where these groups are included by 
government ‘act in a health insurance 
program, public medicine should be de- 
veloped to good advantage; for treat- 
ment for many types of ailments, and 
many preventive services, must, under 
any civilized economy, be offered to all 
persons, regardless of economic status. 
Clearly, child and maternal hygiene and 
treatment of venereal and communicable 
diseases fall within this category. 

Where the indigent people, then, are 
to be cared for outside of a compulsory 
health insurance program for the wage 
earners, there must be a great develop- 
ment of public medicine if all the Na- 
tion’s health resources are to be pre- 
served. And there is much to be said 
for this approach. But the opinion is 
_ here ventured that it would be unwise, 
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tice, to embark upon an unproven and 
unlimited program of public medicine, 
at least for awhile to come. However, 
through inauguration of a combination 
program involving (a) extension of 
basic preventive public health services 
for all, (b) a compulsory health insur- 
ance plan covering all gainfully em- 
ployed wage earners with incomes of not 
less than $300 or more than $3,000 a 
year, and (c) a plan of public medicine 
for the unemployed and the medically 
indigent with incomes of less than $300, 
a united front could be launched against 
the shortcomings of the present system 
of private practice. 

Such a program promises to do much 
in preventing sickness and death, and in 
meeting present inadequacies of services 
and uncertainty of costs and losses. 
Furthermore, as has been suggested 
above, a substantial part of the money 
now spent in costly remedial treatments 
would be made available for far greater 
returns in preventive practice through 
economies effected when corrective in- 
fluences have been exerted. At the same 
time, such a program would pave the 
way for further development of public 
medicine if experience demonstrated its 
soundness, This could be done without 
destroying the advantages of competi- 
tion for quality of service, personal re- 
lationship between doctor and patient, 
and professional initiative, which seem 
to be so characteristically American.” 


FAILURE OF PRESENT SYSTEM 
The present system of private prac- 


12 This, in fact, is what has been suggested 
by those responsible for the formation of the 
National Health Program (see The Nation's 
Health, op. cit., p. 13). A detailed compulsory 
health insurance program designed to meet the 
problems of wage earners whose annual in- 
comes are between $300 and $3,000 was pre- 
sented in amended form in April 1939 before 
the California State Legislature. (See Senate 
Bill 1128 and Assembly Bill 2172, California 


in meeting deficiencies of private prac- * State Printing Office, Sacramento.) 
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tice has failed to make adjustments com- 
mensurate with the development of 


ter of public concern, it is the function 
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of government to reorganize the system human resources. 


Paul A. Dodd, Ph.D., is associate professor of eco- 
nomics at the University of California at Los Angeles. 
He previously served as instructor at the University 
of Pennsylvania, where also, during 1930-31, he held 
the Harrison Fellowship in Economics. For four 
years he was director of the California Medical Eco- 
nomic Survey, and is now aiding in the formulation 
of a proposed state health insurance program in Cali- 
fornia. He is author of “Financial Policies in the Avi- 
ation Industry” (1933), and co-author of “The Man- 
agement of Labor Relations” (1938) and “Economic 
Aspects of Medical Practice” (1939). 


to that point at which public welfare is 
most benefited. Many believe that the 
medical science. Since health is a mat- program suggested above represents the 
best method of conserving the Nation’s 


Can Government Be Efficient in Business ?* 


By Joun McDrarmip 


O OTHER phase of government 

activity is so frequently and se- 
verely criticized as is the public opera- 
tion of economic enterprises. Along 
with complaints against “governmental 
encroachment upon legitimate fields of 
private enterprise” and “unfair gcvern- 
ment competition,” one of the oft-ad- 
vanced cries is that “government is 
always inefficient in business.” Stated 
more positively, “government is by its 
nature unfit for efficient conduct of busi- 
ness enterprises.” 

This is a harsh indictment, and the 
question is by no means merely an aca- 
demic one. Governments in this coun- 
try—city, county, state, and Federal— 
are today engaged in many hundreds of 
business ventures, varying from man- 
agement of gasoline service stations to 
operation of farflung railroad and ship- 
ping lines! Some of these activities 
have been taken over amid great popu- 
lar excitement and discussion, but the 
large majority have been quietly as- 
sumed. As a result, the average citizen 
has little conception of the number and 
the importance of the enterprises in 
which he is a taxpaying “stockholder.” 
Actually, the efficiency or inefficiency 
with which government operates, or can 
operate, is now much more than a de- 
bate—it is a matter of immediate sig- 
nificance. 


DEFINITION OF EFFICIENCY 


“Efficiency” in enterprise is not easily 
defined. The profit-loss statement, al- 
though the concrete test of many busi- 


* This paper has been prepared on the basis 
of an address delivered before the Pacific 
Southwest Academy in Los Angeles, October 
26, 1938.—Eprror. 

1 See Stuart Chase, Government in Business 
(New York, 1935), especially Chaps. 2, 29 and 
4. 
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nesses, is not an adequate criterion for 
our purposes. Large profits from a gov- 
ernment monopoly might indicate only 
an inordinately high cost of the service 
to the consumer and might accompany 
flagrant mismanagement and waste. On 
the other hand, monetary loss in many 
socially desirable yet unprofitable ven- 
tures which government has been forced 
to undertake might accompany excellent 
management. Nor should efficiency be 
confused with economy in the sense of 
being measured only by the costs of the 
undertaking. Two good apples for ten 
cents are a better buy than one bad 
apple for a nickel. Many citizens whose 
business success reflects their clear grasp 
of this elementary principle seem unable 
to transfer the lesson to their evaluation 
of government costs and services. Still 
a further difficulty in definition arises 
because efficiency in a government ac- 
tivity cannot be divorced from social 
objectives and results.2 This may be 
either a real advantage of government 
operation or an excuse for enterprises 
that are not successful. In any case, it 
makes comparison with private enter- 
prise on the basis of efficiency extremely 
complicated. Without attempting a 
definition that is too sharp to be useful, 
let us say that efficiency must embrace 
the quality of service rendered, as well 
as the lowest possible cost of rendering 
service of that quality. 


Mayor CRITICISMS oF GOVERNMENT 
OPERATION 


Using the term in this sense, let us 
examine the arguments behind the thesis 


2On this point, see M. E. Dimock’s essay, 
“The Criteria and Objectives of Public Ad- 
ministration,” in Gaus, White, and Dimock, 
The Frontiers of Public Administration (Chi- 
cago, 1936), p. 116. 
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that “government is inevitably ineffi- 
cient.” When advanced as an innuendo 
rather than an argument, the statement 
may be dismissed. That is to say, mere 
reiteration will impress or convince only 
the unwary. More thoughtful and de- 
tailed analyses, however, merit careful 
consideration; and it seems to me that 
the welter of criticisms of government 
operation can be reduced to the imputa- 
tion of five major defects, all more or 
less related: (1) improper organization, 
(2) “political” management, (3) in- 
ferior ability of personnel, (4) unsuit- 
able financial structure, and (5) in- 
flexibility in management generally. 


Improper organization 


The departmental character of gov- 
ernmental administration is frequently 
declared to be a fundamental factor 
which compels inefficiency in govern- 
ment operation of enterprise. As stated 
by one observer, “The form of govern- 
ment that can administer business effi- 
ciently remains to be designed.” * This 
argument is directed equally toward en- 
terprises operated by a uni-functional 
department and those conducted by a 
bureau submerged in a large and dis- 
integrated department. In either case, 
the organization features have been de- 
veloped for traditional and routine gov- 
ernmental tasks, whereas private enter- 
prise, fighting for its life amidst fierce 
competition, has evolved a corporate 
form of organization of which efficiency 
is the theme. Neither the bureau nor 
the department has the advantage of a 
distinguished and capable board of di- 
rectors, a powerful yet responsible gen- 
eral manager owing his position to 
demonstrated ability, and a flexibility 
by virtue of which organizational fea- 
tures may be immediately adjusted to 
changed conditions. Thus it is said that 

3 Warren M., Persons, Government Experi- 


mentation in Business (New York, 1934), p. 
224, 
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the bureau, because of-its relative in- 
significance and its rigidity, will conduce 
to unprogressive management, while just 
as naturally, the department will find 
the enterprise a campaign tool, with 
mismanagement the inevitable result. 


“Political” management 


Nothing is more certain than the 
death of efficiency when government op- 
eration feels the stranglehold of “po- 
litical” management. Thus, if public 
management be inevitably political man- 
agement, as is often asserted, the gov- 
ernment cause is a forlorn one. This 
criticism, when made, is usually asso- 
ciated with censure of government’s or- 
ganization. The evils of interference 
are attributed to two groups: (1) legis- 
lators and (2) administration leaders. 
Since control of the organization, the 
functions, and, most important, the 
funds of the department is tightly held 
by the legislature, influential members 
of that body necessarily speak with 
great impressiveness to the administra- 
tors proper. Administrative measures 
designed to create good will or secure 
votes for a Senator in South Carolina 
unfortunately seldom coincide with 
sound business practices. Multiply one 
Senator by a dozen, throw in several 
score of Representatives, or perhaps 
substitute state legislators, and then 
evaluate efficiency! And it is not nec- 
essary to impute such selfish and per- 
sonal motives to get comparable results. 
Imagine several hundred Congressmen 
interfering with the management details 
of an enterprise even with the worthiest 
of intentions! More realistically, per- 
haps, picture the meddling of the city 
council in a municipal undertaking! 

Political management can also spring 
directly from the executives, be they 
presidents, mayors, or more lowly de- 
partment heads. Obviously, if the chief 
executive desires only to further his po- 
slitical fortunes, the management of an 
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enterprise under his appointive depart- 
ment head promises little. The latter 
official’s fortunes coincide; and if he be 
elective himself, the political character 
of the. management is likely to be fur- 
ther exaggeratéd. Again quite apart 
from sinister motives, departmental 
management usually means management 
by amateurs, while frequent turnover 
precludes the continuity of leadership 
that private enterprise has found so ad- 
vantageous. 


Inferior ability of personnel 


Government enterprise is condemned 
not only for the political interests which 
motivaie its leaders, but also for a low 
average ability throughout the entire 
personnel. According to this argument, 
our most competent youth are attracted 
to private industry because of the chal- 
lenge of competition and the promise of 
high material rewards. Only an excep- 
tional few will prefer the security and 
perhaps the opportunity for public serv- 
ice held out by a government position 
with salary ceiling at $6,000-or $8,000. 
Business, with salaries at $25,000 to 
$100,000, will secure the able executives 
without whom efficiency is impossible. 
Throughout the government ranks, 
moreover, spoils appointments have im- 
planted incompetents who at best are 
useless, at worst obstructively costly, in 
any case devastating to the morale of 
the entire unit. If occasionally civil 
service rules have prevented spoils prac- 
tices, they have brought other evils in 
their wake. Tenure safeguards, for ex- 
ample, prevent the removal of honest 
incompetents, and the resulting security 
slowly dulls any latent energies which 
the employee may possess. In general, 
it is argued, the rigidity of civil service 
regulations, about which many honest 
and capable city managers complain, is 
incompatible with the high quality, en- 
ergetic personnel essential to commercial 
success. è 
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Unsuitable financial structure 


Legislative authorization of expendi- 
tures in some detail, rigid rules govern- 
ing expenditure procedure, immediate 
or annual return of all income and sur- 
plus to the treasury, and accountability 
to an independent government auditor— 
these are the financial conditions under 
which government agencies ordinarily 
operate. On the whole, they are in- 
compatible with success in a commercial 
undertaking and are frequently offered 
as further -evidence that government 
cannot be efficient in business. Ex- 
penditure needs for an enterprise can- 
not be rigidly fixed for the ensuing year 
without damaging results. The legis- 
lator’s guess becomes the rigid guide for 
administrative expenditures fourteen 
months later. 

Suitable perhaps for routine govern- 
mental functions, this legislative deter- 
mination of detailed financial needs 
places a financial strait jacket upon dy- 
namic commercial undertakings. Also, 
annual appearance before the legislative 
body encourages the interference in ad- 
ministrative details mentioned above. 
Furthermore, even sound expenditures 
must be made inefficiently because of 
the laws and regulations which are de- 
signed to prevent misuse of public 
funds. Red tape exacts its high tribute 
along with normal costs. And, indeed, 
one incentive to efficient spending is lost 
because amounts saved from the appro- 
priation cannot be retained by the 
agency but must be returned to the 
treasury. 

Financial rigidity is particularly dis- 
astrous in the event of unforeseen con- 
tingencies and emergencies. A private 
business builds up reserves from earn- 
ings, or if necessary can borrow funds 


4For an illustrative list of Federal regula- 
tions of this sort, see John McDiarmid, Gov- 
ernment Corporations and Federal Funds 
(Chicago, 1938), pp. 9 f. 
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on its own credit. The regular govern- 
ment agency has neither of these privi- 
leges, and must rely upon prompt legis- 
lative succor, uncertain at best. Federal 
barges grounded by an unprecedented 
1922 drop in the Mississippi River level 
gave eloquent testimony on this point.® 
Finally, governmental accounting and 
the usual governmental audit are addi- 
tional burdens. Safeguards and proce- 
dural regularity take precedence over 
utility and results, whereas the occa- 
sional spark of successful irregularity is 
what marks the business genius. 


Inflexibility in management generally 


The statement that government op- 
eration “lacks enterprise and vigor” 
summarizes the last of the five major 
criticisms. Sluggishness cannot be iso- 
lated from the defects pointed out 
above. Rather does it feed on faulty 
and rigid organization, inferior person- 
nel, and financial red tape. Yet there 
are other factors. It is claimed that 
the irresistible drive of the profit motive 
cannot be replaced by any other in- 
centive, and that progressiveness is thus 
the sole inheritance of private business. 
Again, critics sometimes observe that 
government management cannot experi- 
ment and take the risks which are re- 
sponsible for the rapid progress of in- 
dustry; also that the cost of effective 
public relations cannot be afforded. In 
local undertakings, further inflexibility 
is introduced by territorial boundaries. 
Efficient enterprise, like organized crime, 
can have little respect for arbitrary cor- 
porate limits. In general, there are 
many restrictions not primarily finan- 
cial, which add to the inflexibility of 
public management and prevent sensi- 
tive adaptation of the enterprise. to 
changed conditions. The chief merit of 
a competent general manager is sacri- 


5 Hearings before the House Committee on 
Interstate and Foreign Commerce, on H.R. 
6647 (68th Congress, Ist séssion [1924]), p. 49. 
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ficed unless advantage be taken of his 
alertness and his wisdom. 


REFUTATION OF CRITICISMS 


I have purposely stated the criticisms 
in a positive manner, and I believe they 
represent the most substantial theoreti- 
cal indictment that can be made of the 
operating efficiency of government en- 
terprise. The arguments have been set 
forth at some length because they must 
be thoroughly understood and carefully 
evaluated before any answer can be at- 
tempted. It would be foolish to deny 
that government has had many business 
failures, or, for instance, that politics 
has often intruded in management. Yet 
it is far more ridiculous to contend that 
the defects cited are either universal or 
inevitable. Even under traditional de- 
partmental organization, far more gov- 
ernment enterprises are well managed 
than is commonly believed. A distin- 
guished commission which included two 
prominent business leaders and which 
held hearings throughout the United 
States in 1935 found no evidence that 
private enterprise was markedly more 
efficient than government. The mem- 
bers concluded that either at its best 
was better than the average of the 
other, and pointed out that business fre- 
quently suffers from defects from which 
government is relatively free. In addi- 
tion, the higher standards of morality 
demanded from government, and the 
publicity given to shortcomings, have 
contributed to the popular fallacy of 
inevitable inferiority.’ 

It seems to me rather fruitless to de- 
bate the question of comparative effi- 
ciency by citing outstanding examples 
in the two categories. Specific instances 
can be easily found which clinch the 
argument for either side, apparently, yet 


6 Commission of Inquiry on Public Service 
Personnel, Better Government Personnel (New 
Yorks 1935), p. 21. 

° T Jbid., p. 21. 
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which are in reality most inconclusive. 
Nor am I concerned with the counter 
arguments that point to the worst 
abuses that have accompanied private 
operation—for example, of utilities.® 
That is another, though obviously re- 
lated, problem. Has government, how- 
ever, any answer for the basic criticisms 
—any remedy for the defects which in 
many cases must be admitted? This 
question deserves much more attention 
than has been accorded it in the past. 

Of all the dangers, political control 
and rigidity of management and finance 
seem the most significant. Departmen- 
tal organization has been seriously de- 
fective only when and because accom- 
panied by the other evil factors. Many 
departmental enterprises under perma- 
nent professional heads given an extra- 
ordinary freedom in management details 
are operated with a high degree of 
efficiency. 


Government personnel 


Nor need government personnel be in- 
ferior in ability. The theory that finan- 
cial profit is the only incentive for ca- 
pable men has been widely challenged,® 
and has been repudiated by thousands 
of living examples. Public service at its 
best has many incentives to substitute,?° 
particularly where the evils of politics 
have been removed, and where reason- 
able opportunity is afforded for the exer- 
cise of ability and discretion. Overhead 
controls based on the assumption that all 
public officials are corrupt can hardly be 
expected to attract competence, as bitter 
experience in this country has many 
times demonstrated. Success oi the 


8 See Harry W. Laidler, “More Government’ 
in Business,” Tae Annas, March 1935, p. 150. 

3 See Joseph B. Eastman’s forceful state- 
ment, “A Plan for Public Ownership and Op- 
eration,” THe ANNALS, Jan. 1932, p. 115. 

10 Marshall E. Dimock, “The Potential In- 
centives of Public Employment,” American 
Political Science Review, Vol. XXVII, No. 4 
(August 1933), p. 628. . 
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city-manager movement is in no small 
measure due to recognition of this ele- 
mentary fact. 

As for the rank and file, the cancer- 
ous effects of a spoils system cannot be 
denied, but such a system can be rooted 
out, as an increasing number of govern- 
ment units testify. Again, public per- 
sonnel administration has progressed far 
beyond the negative restrictions which 
hamper both the spoilsman and the con- 
scientious administrator. Securing the 
enlightened techniques for a government 
unit is difficult, but not impossible. If 
other considerations are favorable, a 
public enterprise can be kept upon a 
real merit basis without being placed 
under the central civil service system." 
This may prove to be the better course 
in many instances. 


The public corporation 


While successful attempts to adapt 
departmental organization to nonpoliti- 
cal, flexible management of government 
enterprises may be found, the most 
promising of recent developments is the 
public corporation. In form much like 
its private cousin, with board of direc- 
tors and general manager somewhat re- 
moved from the regular governmental 
structure, this device has many advan- 
tages. Most important, it facilitates the 
removal of public enterprise manage- 
ment from politics, and makes a de- 
sirable measure of financial autonomy 
and managerial freedom more easily ob- 
tainable. The likelihood of interference 
on the part of the legislator is reduced 
by the government’s stock purchase, 
which supplies capital for the enterprise 
and makes unnecessary annual suppli- 
cations for appropriations. Control by 
temporary department heads is also 
forestalled, and the political complexion 
of the administration need not directly 

11 Advanced personnel administration in the 


Tennessee Valley Authority is an outstanding 
illustration of this possibility. 
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affect the job of seeing that a business 
is efficiently managed. 

I think many who have conceded that 
an interested citizenry can keep politics 
out of the management of an important 
government enterprise have nevertheless 

. contended that red tape and unprogres- 

siveness are innate. The public or gov- 
ernment corporation is the best refuta- 
tion of this position. The management 
can be given as much discretion within 
the major lines of policy set down by 
the legislature as seems desirable in each 
instance. Detailed expenditure proce- 
dures may be left to the corporation to 
develop as the nature of the business 
warrants, and exceptions to general pro- 
cedure, when clearly desirable, become 
possible. Funds may be borrowed if 
necessary, and indeed the credit of the 
corporation, if left on its own, is one 
good criterion of efficient management. 
Earnings are used for expenses, and an 
added incentive for a sound financial 
record appears. Reserves for replace- 
ments and for contingencies may be 
built up, and uncertainties of fickle 
legislative favor need not threaten the 
undertaking. Accounts may be devel- 
oped as essential tools of management, 
and yet an entirely independent audit 
after the best business practice can be 
required. Research and public rela- 
tions activities, far from being prohib- 
ited, may be made indispensable phases 
of operation. Management in general 
is not deprived of the flexibility that 
makes vigor and progressiveness pos- 
sible. 

It is not to be denied that this greater 
freedom can be perverted, and potential 
efficiency is dangerous without adequate 
controls. I would suggest three in par- 
ticular: (1) executive appointment of 
directors with the usual legislative con- 
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firmation—terms to be moderately long, 
fixed, and staggered; (2) careful legis- 
lative determination of the scope and 
capital of the enterprise; and (3) peri- 
odic reports, complete as to finance, and 
an annual, independent audit conducted 
by a government agency, yet adapted to 
the nature of the enterprise. 

The best safeguard, obviously, is the ' 
selection of competent and conscientious 
public servants as directors. The cor- 
porate form encourages such selection, 
and a few years of experience with non- 
political management will go a long way 
toward establishing a tradition for any 
given enterprise. The public’s aware- 
ness of its stake in honesty and efficiency 
is reflected through the higher govern- 
ment officials, and plays an important 
role. 


CONCLUSIONS 


Widespread acceptance, as axiomatic, 
of the contention that government is al- 
ways inefficient in business is both un- 
enlightened and expensive. It contrib- 
utes to the difficulty of making progress 
against the inefficiency which all too 
often does accompany government op- 
eration, but which is neither universal 
nor natural. Government is already in 
business in hundreds of instances, and 
as an immediate and practical matter, 
regardless of future expansions, the 
challenge should be met wherever raised. 
The means are available. The most 
serious defects of operation under tradi- 
tional departmental organization, if 
thoroughly understood, can be removed. 
More promising, however, is the public 
corporation, and given a moderate 
amount of citizen and official resolute- 
ness, a government enterprise in this 
form can be made nonpolitical, progres- 
sive, and efficient. 


‘ John McDiarmid, Ph.D., is assistant professor of 


public administration at the Upiversity of Southern 


California, Los Angeles. 


The Development of Public Corporations in 
Economic Enterprise * 


By ARTHUR G. Coons 


NE most interesting development 
in government ownership or pub- 
lic management has been the use of the 
corporate device as an instrumentality 
of administration of economic activity 
which has become public in character or 
ownership. Indeed, this is one of the 
most evident developments in the chang- 
ing character of the institutional frame- 
work within which economic life func- 
tions in this and many other countries. 
In the judgment of some, it may possess 
a significance for economic organization 
and efficiency fully as great as its sig- 
nificance has now proved to be from the 
standpoint of public administration. 


THE PUBLIC CORPORATION 


The increasing use of the public or 
government-proprietary corporation in 
the conduct of such economic enterprise 
as may be under public auspices from 
the viewpoint of administration is seen 
as an answer to the charges of “slug- 
gishness” and “red tape” of public op- 
eration. It may be looked upon as an 
attempted reconciliation of managerial 
freedom and efficiency with adequate 
controls, responsibility, and accountabil- 
ity. In American experience it has been 


* This address was delivered before a meet- 
ing of the Pacific Southwest Academy held in 
Pasadena, California, on March 9, 1939.—Ep- 
ITOR. 

1 See William A. Robson (Ed.), Public En- 
terprise, pp. 360 ff.; Herbert Morrison, So- 
cialization and Transport, pp. 149 ff.; John 
Thurston, Government Proprietary Corpora- 
tions in English-Speaking Countries, pp. 265 
ff.; M. E. Dimock, Government-Owned Enter- 
prises in the Panama Canal Zone, pp. 191 ff.; 
John McDiarmid, “Government Corporations 
and Federal Funds,” American Political Sci- 
ence Review, Vol. XXXI, No. 6 (Dec, 1937), 
p. 1094, 


adopted as a response to the emergency 
of war and to that of depression.” 

As an administrative device, as has 
been said, the government corporation 
has been utilized in the public operation 
of economic enterprises, “and in most 
respects the organization, management, 
and control of such undertakings are 
more nearly comparable with those of a 
private business than with the depart- 
mental form of government administra- 
tion.” 3 Speaking of the public corpora- 
tion of Great Britain, Lincoln Gordon 
has said: 


In essence, the public corporation repre- 
sents an attempt to apply to public admin- 
istration when extended to commercial 
enterprise the type of organization evolved 
for large-scale private commercial admin- 
istration by the joint-stock company.* 


The use of this device in democratic 
countries has generally taken one of two 
alternative forms: the public corpora- 
tion or public trust of British expe- 
rience, or the government-owned corpo- 
ration, or government corporation, as 
more commonly called, of American ex- 
perience. Just as the private corpora- 
tion represents a social invention devel- 
oped through several centuries for the 
purpose of accommodating the needs of 
an expansive technology and accom- 
panying economic requirements, so the 
public or government corporation repre- 
sents a new response of social inventive- 


2See H. A. Van Dorn, Government-Owned 
Corporations, for a description of such cor- 
porations established during the war emer- 
gency of 1917-18, See also Thurston, op. cit., 
pp. 1, 6, 12, 13. 

8 John McDiarmid, Government Corpora- 
tions and Federal Funds, p. 1. 

4Lincoln Gordon, The Public Corporation 

e in Great Britain, p. 3. 
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ness to meet the needs of a complex 
national economy or an expanding pub- 
lic economy. Students of the corporate 
form will recognize that neither from a 
legal, a political, nor an economic stand- 
point has this new organizational form 
become clarified in a manner at all com- 
parable to the presently known private 
corporation engaged in business enter- 
prise. Indeed, here is a task of current 
research and study for the evaluation, 
from the several standpoints of the so- 
cial sciences, of the varied developments 
in the use of corporate structure for 
public economic purposes. Suffice it 
here to detail the development of the 
public or government corporation in idea 
and in fact within recent years. 


AMERICAN GOVERNMENT CORPORATIONS 


The use of government-owned corpo- 
rations as developed for our wartime 
economy purposes ë is now but one, and 
indeed an earlier, phase of the develop- 
ment of the government corporation in 
the United States. Since the establish- 
ment of the Reconstruction Finance 
Corporation in 1932 by Act of Congress, 
the great majority of government cor- 
porations have been formed by statute 
rather than by a charter from states un- 
der general enabling laws, as was the 
practice during our war experience and 
immediately thereafter. 

In England, the public corporation 
does not strictly involve government 
ownership of the corporation or even a 
majority of its stock, even though it is 
really a government-proprietary corpo- 
ration, It represents primarily the so- 
cialization into singleness of administra- 
tion of what otherwise would be a mere 
regulation of privately owned corporate 
units. In the United States, the govern- 
ment corporation has involved in every 
case government ownership of a major- 
ity or all of the stock, or, if non-stock, 
government holding of the total propri- 


5 Van Dorn, op. cit. . 
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etary interest of the corporate unit.® 
Both forms, however, whether called 
“public” or “government,” are an evolu- 
tion of the corporation as applied to eco- 
nomic life, developing only where the 
economic enterprise is charged with con- 
ceived high public responsibility. The 
present business corporation privately 
owned, the public service corporation 
privately owned but publicly regulated, 
the municipal corporation engaged in 
economic activity, and the earlier forms 
of public corporations of a political or 
quasi-political character, must all be 
studied to trace the lineage of the pres- 
ently developing public or government 
corporation. 

With these considerations in mind, 
the present character of the corporate 
structure of economic society in Amer- 
ica may be indicated as follows: 


I. Private corporations 
TI. “Quasi-public” corporations 7 
1. Partially publicly regulated: in- 
dustrial, financial, commercial 
corporations; large size; pri- 
vately owned 


6 With the exception of the Federal Savings 
and Loan Associations. In these organizations 
as a whole, the government proprietary in- 
terest was $44,528,000 as of Feb. 28, 1939. 
The total combined capital as of June 30, 
1938, was $983,567,000, of which approxi- 
mately $765,000,000 was private. 

7 The American law makes no distinction 
between the “private” corporation and the 
“quasi-public.” They are both private. Cor- 
porations fall in the quasi-public class when 
they represent large aggregations of wealth 
and their securities are available in the open 
market, for in such corporations some or 
most of the owners have almost invariably 
surrendered control. Furthermore, these are 
all subject to some degree of regulation. In 
addition, the economics of these two types of 
private corporations are essentially different. 
To put all quasi-public corporations, growing 
in number and importance, under a classifica- 
tion based solely on the legal fact of owner- 
ship would be to distort the significance of 
these units in economic society. See A. A. 
Berle, Jr., and Gardiner C. Means, The Mod- 
ern Corporation and Private Property, p. 1. 
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2. Public utilities: privately owned; 
publicly regulated 
III. Public corporations 
1. Privately owned; publicly op- 


erated 

2. Mixed ownership; publicly op- 
erated 

3. Publicly owned; publicly op- 
erated 


4. Political subdivisions è perform- 
ing economic functions; pub- 
licly operated 

5. Quasi-“corporate” units of gov- 
ernment administration per- 
forming economic functions; 
publicly operated 


- While it is important that a distinc- 
tion be drawn between the modern use 
of and government participation in cor- 
porate enterprise, and that which oc- 
curred in most countries during the first 
stages of industrialization, the present 
development cannot be wholly under- 
stood without reference to the historical 
origins of corporations as well as of 
government units designed ad hoc to 
meet special situations involving needs 
of a public character. The public cor- 
poration of Great Britain has been 
traced back through the port trusts, of 
which the Port of London Authority is 
the outstanding example, to such early 
adaptations in English local government 
as the turnpike trusts. In fact, one is 
struck with the similarity of many of 
these early quasi-political corporate or- 
ganizations of local government in Eng- 
land with those subsidiary corporate 
units of state government in our own 
country possessing territorial boundaries 
which are provided for in enabling legis- 
lation to meet specific needs.1° The ex- 


8 It is recognized that in legal and political 
parlance, all chartered political subdivisions 
have been called public corporations, This is 
still true. What we are now indicating is that 
a new meaning is being attached to this term 
in contradistinction to the private business 
corporation. 

9 Gordon, op. cit., p. 8. ° 

10 Such California public corporations as the 
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tent of development of the idea of the 
port trust as a type of public corpora- 
tion is indicated by the fact that today 
one-third of Great Britain’s 330 ports 
are so managed." 

A background for more fully under- 
standing the development of modern 
conceptions of public corporate activity 
may be provided by reference to the 
underlying principles and developments 
in the history of the corporate form it- 
self. Its marked expansion for private 
business purposes reveals a struggle and 
may be suggestive of the basis upon 
which new developments are being 
erected. 


Earty History oF THE CORPORATION 


The corporation as a form of organ- 
ization enabling individuals as a group 
under a common name to act as a legal 
personality which is separate and dis- 
tinct from that of the individuals in- 
volved, has a long history. Corporate 
bodies, while existing for numerous so- 
cial activities, were known also in the 
conduct of private business in industry 
and trade in Roman days and in the 
Middle Ages. Evidence of the medieval 
development of the corporate idea is 
found also in the early English borough, 
the merchant and craft guilds, and the 
overseas trading companies. With the 
former two of these medieval develop- 
ments, while private interests were not 
lost sight of, there was a public signifi- 
cance that is worth noting. The early 
English boroughs were “associations 
joined together for mutual defense and 
civic works.” ?? The guilds, though 





Metropolitan Water district and numerous 
other agencies, such as airport, bridge and 
highway, water, drainage, improvement, irri- 
gation, port, and utility districts, are examples 
of this trend here in governmental organiza- 
tion. 

11 Gordon, of. cit, p. 7. 

12 Berle and Means, “Corporations,” Ency- 
clopaedia of the Social Sciences, Vol. IV, pp. 
414 ff. 
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“organized to forward their interests, to 
provide for, needy members, and in part 
to control their respective trades,” 1* did 
in many cases perform certain municipal 
functions.4 They became instruments 
of economic control socially accepted, 
even sanctioned, though primarily mo- 
nopolistic. 

During the days of mercantilism, the 
chartering of great trading companies 
gave a new form and trend to the cor- 
poration. “Under the mercantilist po- 
litical philosophy, they were frequently 
looked upon as arms of the state, per- 
forming for the state certain functions 
of a public character.” 15 They did 
carry the responsibilities of government 
in many cases, particularly where terri- 
torial privileges accompanied a purely 
commercial grant. “Many of the Amer- 
ican colonies had their inception in a 
trading grant to certain political enti- 
ties.” 46 

The theory was that such incorpora- 
tions as were created were for the “pub- 
lic good.” More often than not, among 
those created in England from 1485 to 
1700, some element of monopoly. was 
granted.” They were frequently, if not 
generally, referred to as “public under- 
takings.” The mercantilist philosophy 
of the period conceived of the promotion 
of manufacturing and trade as a public 
concern. 


EIGHTEENTH-CENTURY CORPORATE 
DEVELOPMENTS 


The speculation and boom leading to 
gross frauds incident to the company 
promotions of the late seventeenth and 


18 Berle and Means, “ Corporations,” Ency- 
clopaedia of the Social Sciences, Vol. IV, p. 
414, 

14 Henri Pirenne, “Guilds,” Encyclopaedia 
of the Social Sciences, Vol. VII, p. 209. 

15 Berle and Means, op. cit., p. 416. 

16 Ibid. 

17 Bishop C. Hunt, The Development of the 
Business Corporation in England, 1800-1867, 
p. 4. s 
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early eighteenth centuries drew forth 
a popular response in condemnation of 
private practices incidental to the use 
of privileges of public origin. The Bub- 
ble Act was passed in 1720 at the time 
of the South Sea Company fiasco which 
came to a crash in the same year. Par- 
liament’s “attention was concentrated 
upon the usurpation of corporate form 
and the correlative growth of stock- 
jobbing.” 18 In consequence of the 
Bubble Act, general incorporation did 
not develop. Rather, incorporation re- 
mained particular. As the bars were 
gradually let down, however, it is inter- 
esting to note that such was done first 
for the creation of canal companies, 
banks, insurance companies, water com- 
panies, and the like, instances of activity 
possessing a public or quasi-public char- 
acter, even though financed and pro- 
moted largely by private interests. Dur- 
ing the eighteenth century in England, 
however, joint-stock companies, not in- 
corporated, gained greatly in number 
and economic importance, and in the 
nineteenth century gained numerous im- 
portant privileges, including the advan- 
tage of limited liability. 

The development of the corporate 
form in colonial America, as was to be 
expected, followed very much the same 
pattern as was contemporaneously found 
in the mother country. Having already 
obtained a recognized position in the so- 
cial constitution of England by the time 
American colonial development was well 
under way, “it is not, therefore, surpris- 
ing that from a very early date the cor- 
poration should have played a promi- 
nent role in American life.”?° Again, 
following English experience, 


the earliest of these [corporate institutions] 


18 Ibid., p. 9. 

18 See A. B. DuBois, The English Business 
Company after the Bubble Act, 1720-1800, pp. 
39-41; also Chaps. I and II, passim. 

* 20 Joseph S. Davis, Essays in the Earlier 
History of American Corporations, Vol. I, p. 3 
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to spring up in America were of the type 
we should now designate as public corpora- 
tions, such as towns, boroughs, and cities; 
but before the end of the colonial period a 
considerable number of truly private cor- 
porations had been established for ecclesi- 
astical, educational, charitable, and even 
business purposes.?+ 


Professor Davis has given us a com- 
prehensive treatment of colonial corpo- 
rations, both those chartered in Eng- 
land and those American in origin. He 
classifies these distinctly American cor- 
‘porations, even though “the law of the 
period . . . did not differentiate the vari- 
ous types... . [Thus] we may arbi- 
trarily set off the public corporations 
from the private ones, applying a dis- 
tinction then umrecognized.”?? Dr. 
Davis’ public corporations include cor- 
porate boroughs and cities—the usual 
meaning which attached to the term 
“public corporation” until quite recently 
—but he gives particular notice to such 
miscellaneous corporations as those 
charged with administering poor relief 
or public education. In the late eight- 
eenth century, no classification of busi- 
ness corporations had developed. Thus: 


In 1800 the corporate form was used in 
America mainly for undertakings involving 
a direct public interest: . . . turnpikes, 
bridges, and canals, . . . banks and insur- 
ance companies, and fire brigades. Up to 
that year only 335 profit-seeking corpora- 
tions appear to have been formed in the 
United States, nearly all incorporated in 
the last decade of the eighteenth century. 
. .. Manufacturing lay almost wholly out- 
side the corporate field, being represented 
by only six corporations.?8 


GROWTH OF THE PRIVATE CORPORATION 


The opposition to the use of the cor- 
porate form for ordinary trade, com- 
mercial, or industrial purposes in the 
eighteenth and early nineteenth cen- 

21 Joseph S. Davis, op. cit., Vol. I, p. 4. 


22 Ibid., Vol. I, pp. 48-49. E 
23 Ibid., Vol. II, p. 24; Vol, IV, p. 4. 


turies was based upon the then current 
conception of economic affairs as being 
best promoted by individual undertakers 
rather than aggregations of capitalists, 
evidencing the late eighteenth-century 
reaction against the theory of mercan- 
tilism.” The pressures of industrialism 
brought a reversal of this attitude (in | 
the United States in the general incor- 
poration act in New York State in 1811 
and finally in England in the Act of 
1844 permitting registration of joint- 
stock companies as corporations), but 
not without a struggle, and not without 
an effort to restate the need of economic 
life as then conceived for a competition 
unfettered by the existence of corporate 
units possibly possessing a monopolistic 
or quasi-monopolistic power or a poten- 
tial ability to restrain the functioning of 
competition.?5 

The theory of the “public good” as 
conditioning the establishment of char- 
tered privileges or powers was still alive, 
but the meaning attached to the “public 
good” was different from that during the 
two centuries immediately preceding. 
Hunt writes of “the gradual change in 
the conception of the corporation from 
that of a vehicle of special government, 
or a device pro meliori gubernatione, to 
that of a simple instrumentality for car- 
rying on a large business.” ° The new 
stimulus which brought the corporation 
to the fore as an instrument for the or- 
ganization of private business was pro- 
vided by the industrial revolution; and 


24In the American Constitutional Conven- 
tion, James Madison made the suggestion that 
Congress be given the power “to grant charters 
of incorporation in cases where the public good 
may require them, and the authority of a sin- 
gle state may be incompetent.” (Quoted by 
Davis, op. cit., Vol. IV, p. 12.) It is signifi- 
cant that this suggestion was not adopted. 

25 This view is expressed as late as the latter 
half of the nineteenth century. For example, 
see John Stuart Mill, Principles of Political 
Economy (Sixth Edition, 1872), Book V, 
Chap. XI, paragraph 11. 
¢ 238 Hunt, op. cit., p. 3. 
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the theory which harmonized or ration- 
alized the expansive developments in the 
use of the private business corporation, 
first under special and later under gen- 
eral legislative acts, with a conception of 
social utility, was that of economic lib- 
eralism as it departed from the purely 
individualistic concepts of its early 
apostles. 

In the growth in use of the private 
corporation, there was a steady develop- 
ment of the principle of limited liability 
of capital shares. This has been paral- 
leled by an evident decline of the con- 
ception of social responsibility of the 
corporation for its acts. In late years, 
popular insistence has brought a swing 
in the direction of an increase of the 
social responsibility of all corporate 
units. Perhaps as a part of this trend, 
the creation of the concept of a public 
proprietary corporation may well be 
noted. 

With the efforts made by corporation 
managers to obtain constantly broaden- 
ing powers for the operation of their 
enterprises, there developed a tendency 
to justify such by resort to the basic 
conception of the corporation as the 
creature of the sovereignty of the state. 
Berle and Means state: 


On the theory that the state infused its life 
into all departments of the corporation, the 
argument was at once made that any action 
taken by the corporate management was in 
some sense action taken by the state itself, 
although in fact the action was based pri- 
marily on the interests of the corporate 
management.?? 


NATURE OF THE CORPORATION 


The nature of the corporation, par- 
ticularly during the years of its marked 
expansion in use, has been the subject 
of extensive debate from the standpoints 
of legal theory and jurisprudence. Pro- 


27 Berle and Means, “Corporations,” Eucy- 
clopaedia of the Social Sciences, Vol. IV, p. 
417, 2 
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fessor Davis indicates that “the English 
law of this [the colonial] period laid 
great stress upon the necessity for a 
proper legal foundation for the exercise 
of corporate rights... . To be a corpo- 
ration was a special privilege, not an 
inherent right, of a group of individ- 
uals.” 23 Yet, “the history of the nine- 
teenth century in American corporation 
law is in fact that of a slow abdication 
by the state of control over corpora- 
tions,” ? and in some degree, therein 
lies an explanation of much of our eco- 
nomic trouble. In the judgment of 
some, that trend has been arrested to 
some extent in recent years. One im- 
portant thing to see in the public or 
government corporation is that therein, 
whether for good or ill, whether con- 
sciously or unconsciously, the corpora- 
tion returns to the control of the state, 
becomes public—if not always in origin, 
at least finally in purpose and in func- 
tioning—becomes, indeed, an instrumen- 
tality of the state. 

The most significant developments in 
British experience with public corpora- 
tions are as follows: (1) the Mersey 
Docks and Harbor Act of 1857, whereby 
Liverpool port became in 1858 a port 
trust; (2) the establishment of the Port 
of London Authority (1909); (3) the 
organization of the Forestry Commis- 
sion (1909); (4) the introduction of the 
Central Electricity Board (1926); (5) 
the acceptance, after long deliberation, 
of the British Broadcasting Corporation 
(1927); and (6) the establishment of 
the London Passenger Transport Board 
(1933).3° In addition, the Bank of 


28 Davis, op. cit., pp. 5-6. Davis cites Wil- 
liam Blackstone, Commentaries on the Law of 
England (Oxford, 1768), 1, pp. 467-85. 

29 Berle and Means, of. cit, p. 418. 

80 For a full treatment of these corporations, 
see M. E. Dimock, British Public Utilities and 
National Development; Lincoln Gordon, of. 
cit.; T., O’Brien, British Experiments in Pub- 
lil Ownership and Control; William A, Rob- 
son, op. cit. 
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England, although strictly or technically 
not under public management, and al- 
though entirely privately owned, is nev- 
ertheless in such close relationship to 
the government and acknowledges its re- 
sponsibility to public welfare so clearly 
as to be virtually a “public” corpora- 
tion. 

Recently several new public corpora- 
tions have been created in establishing a 
public management in, or control over, 
the beet sugar, livestock, and cotton tex- 
tile industries and the British Overseas 
Airways. 

All these organizations listed as hav- 
ing developed in the United Kingdom, 
whether in the form of an ad koc public 
trust or of an independent board of pub- 
lic control, take the form of corporate 
bodies usually by statutory creation, 
with entrepreneurial rights recognized. 
They are called public corporations, but 
are not to be confused with the “public 
companies” in British terminology, the 
latter commonly referring to quasi-public 
corporations and companies such as util- 
ities, which are variously regulated but 
not under a central public corporate 
management. Also not to be confused 
is the term “public concern,” which in- 
cludes not only public corporations but 
government activities, like the post of- 
fice, directly conducted as enterprises 
by bureaus or departments.** 


DEVELOPMENT IN THE UNITED STATES 


In the United States, the Federal 
Government has been the most active 
creator of government corporations. 
Apart from early forms, such as the 


31 A similar caution might be expressed in 
reference to American terminology. Public 
utilities here generally mean those which are 
privately owned but publicly regulated. The 
United States also has public concerns or en- 
terprises which are not in corporate form, as, 
for example, the post office and many recertly 
developed Federal Government and state agen- 
cies, as well as numerous municipal entér- 
prises. 


Bank of North America (1781), the 
First and Second Banks of the United 
States, and the taking over of the Pan- 
ama Railroad—which, though privately 
chartered in 1849, became the property 
of the United States Government in 
1904—-the use of a corporate structure 
in economic activity under government 
ownership and auspices dates from the 
establishment of the Federal Land 
Banks, authorized by the Federal Farm 
Loan Act of 1916. 

A novel idea in American experience, 
marked development occurred also dur- 
ing the pressure of war needs. The 
wartime Federal corporations were: 
the United States Grain Corporation 
(1917), the United States Emergency 
Fleet Corporation (1917), the United 
States Housing Corporation (1918), the 
United States Spruce-Production Cor- 
poration (1918), the United States 
Sugar-Equalization Board (1918), the 
War Finance Corporation (1918), and 
the War Trade Board of the United 
States Russian Bureau, Inc. (1918). 
Subsequent to the war, the Federal 
structure for providing farm credit was 
expanded by the statutory creation in 
1923 of the Federal Intermediate Credit 
Banks. Resort to the corporate device 
was also observed in the creation in 
1924, statutorily, of the Inland Water- 
ways Corporation. 

Another type of corporate develop- 
ment in American experience which may 
be called “public” may be found in the 
Federal Reserve banks. Initially estab- 
lished under the Federal Reserve Act 
of 1913, these twelve regional banks are 
privately owned. Increasingly, how- 
ever, their operations have come under 
the management of the Federal Reserve 
Board and, more recently, the governors 
of the Federal Reserve System, until to- 
day, to all intents and purposes, the 
management of such corporate units is 
directed under public authority and for, 
*public ends, a limited dividend-yielding 
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power of 6 per cent only being permis- 
sive to those banks which hold shares 
in these bankers’ banks. 


PRESENT GOVERNMENT CORPORATIONS 


No further use of the government- 
owned corporation occurred until, ow- 
ing to the exigencies of the 1929-34 
depression, the philosophy of American 
government in the direction of economic 
life underwent a marked change. In 
1932, by Act of Congress, were created 
the Reconstruction Finance Corpora- 
tion, the Federal Home Loan Banks, 
and the regional agricultural credit cor- 
porations.®? 

With the marked increase of govern- 
mental regulation, activity, and interest 
in economic life developing under the 
administration of President Franklin D. 
Roosevelt, a marked expansion in the 
creation of government corporations is 
to be observed. No better method of 
revealing the extent of this development 
is possible than by presenting the list of 
such corporations arranged chronologi- 
cally, indicating the character of the le- 
gal origin of each: °? 


Tennessee Valley Authority; 
1933; statutory 

Home Owners Loan Corporation; June 13, 
1933; statutory 

Central Bank for Co-operatives; June 16, 
1933; statutory 


82 A specific type of “public” corporation in 
American experience were the so-called “stabi- 
lization corporations” established under the 
administration of President Hoover, which 
were largely promoted, financed, and managed 
by the government, but not government- 
owned. These corporations were conceived 
for agricultural marketing purposes, and were 
recognized by the Federal Farm Board, to 
some extent receiving assistance from the 
revolving fund of $500,000,000 under its 
supervision. Such corporations included the 
Farmers’ National Grain Corporation, the 
American Cotton Co-operative Association, 
the National Livestock Marketing Association, 
and several others. 

88 Taken from United States Government 
Manual. 
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District Banks for Co-operatives; June 16, 
1933; statutory - 

Production Credit Corporations; June 16, 
1933; statutory 

Federal Deposit Insurance Corporation; 
June 16, 1933; statutory 

Federal Surplus Relief Corporation; Oc- 
tober 4, 1933; chartered in Delaware. 
Name changed to Federal Surplus 
Commodities Corporation, November 
18, 1935 

Commodity Credit Corporation, October 
17, 1933; chartered in Delaware 

Public Works Emergency Housing Corpo- 
ration (abolished); October 28, 1933; 
chartered in Delaware 

Federal Subsistence Homesteads Corpora- 
tion (defunct); December 2, 1933; 
chartered in Delaware 

Electric Home and Farm Authority, Inc.; 
January 17, 1934; chartered in Dela- 
ware. Succeeded on August 1, 1935 
by Electric Home and Farm Authority, 
a District of Columbia corporation 

Tennessee Valley Associated Co-operatives, 
Inc.; January 23, 1934; chartered in 
Tennessee 

Federal Farm Mortgage Company; Janu- 
ary 31, 1934; statutory 

Public Works Emergency Leasing Corpora- 
tion (abolished); January 2, 1934; 
chartered in Delaware 

Export-Import Bank of Washington; Feb- 
ruary 12, 1934; chartered in District 
of Columbia 

Second Export-Import Bank (abolished) ; 
March 12, 1934; chartered in District 
of Columbia 

Federal Savings and Loan Insurance Cor- 
poration; June 27, 1934; statutory 

Federal Prison Industries, Inc.; December 
11, 1934; chartered in District of Co- 
lumbia 

R.F.C. Mortgage Company; March 14, 
1935; chartered in Maryland 

Disaster Loan Corporation; February 11, 
1937; statutory 

Farmers’ Home Corporation; July 22, 
1937; statutory 

United States Housing Authority; Septem- 
ber 1, 1937; statutory 

Federal National Mortgage Association; 
February 10, 1938; statutory 


DEVELOPMENT OF PUBLIC CoRPORATIONS IN Economic ENTERPRISE 169 


Federal Crop Insurance Corporation; Feb- 
ruary 16, 1938; statutory 


The extent and importance of the eco- 
nomic activity now administered or con- 
trolled by government corporations un- 
der the Federal Government is indicated 
not only by the names of these units and 
their functions, but also by the financial 
statistics in reference thereto, gathered 
mainly from Treasury reports. 

As of February 28, 1939 the propri- 
etary interest of the United States in 
Federal Government corporations was 
$3,039,062,957, while total combined 
assets were listed as $11,612,025,594.,54 

This figure of proprietary interest 
does not include a few corporate units 
which, for one reason or another, though 
possessing assets and also an “equity” 
owned by the Federal Government, are 
not listed. If these were included, we 
should have to add the proprietary in- 
terest of the Federal Surplus Commodi- 
ties Corporation, which as of June 30, 
1938, had a surplus of $1,931,962; 3 
the Virgin Islands Company, having on 
June 30, 1938, a proprietary interest of 
$707,704; °° and possibly others. 

In the list of “corporations and credit 
agencies” published monthly by the 
Treasury, other credit agencies (i.e., 
those legally of a noncorporate char- 
acter) are grouped with corporations. 
This often occurs elsewhere in discus- 
sion of the sublying agencies of govern- 
ment. There is a point here which 
needs elucidation. The corporate form 
is, strictly speaking, a legal fact. In 
the economic sense, however, the legal 
facts merely provide a certain frame- 
work for a type of economic action. In 
the economic sense, the corporation is a 
fund of capital possessing variedly cer- 

34 Taken from Daily Statement of the 
United Stetes Treasury, March 31, 1939, p. 6. 

35 Report of the Federal Surplus Commodi- 
ties Corporation for Fiscal Year 1938, p. 22. 


88 Report on St. Croix Economic Condittons 
(April 8, 1939), p. 15. 


tain characteristics, such as independ- 
ence of action, which may be revealed 
by latitude in handling accounts, inde- 
pendence of annual public budget, ca- 
pacity to plan beyond a budget period, 
virtual autonomy in formulation of de- 
tails of policy; separation of the assets 
of the unit for separate liability for suit, 
liability of the assets only for the debts 
of the unit, and other similarities in fact 
to usual corporate experience. It is 
evident that in Treasury statements 
many of the organizations, such as the 
Federal Housing Administration, the 
Public Works Administration, the Mari- 
time Commission, the Farm Credit 
Administration (other than in its sub- 
sidiary corporate activities listed else- 
where), the Farm Security Admin- 
istration, and the Rural Electrification 
Administration, are being treated in a 
manner similar to those subsidiary units 
of government easily identifiable as cor- 
porations. These noncorporate agencies 
had total assets of $799,171,441 at the 
close of February 1939, of which $517,- 
321,487 were loans outstanding, with a 
proprietary interest of $639,000,000.%7 

Considering both the true corpora- 
tions and the other credit agencies 
(which may in time become corporate 
units of government), certain ones have 
been financed wholly from government 
funds, while others represent the partici- 
pation of private individuals through 
bonds or stocks. Among those corpora- 
tions financed partly from government 
funds—such as the Banks for Co-op- 
eratives, the Federal Deposit Insurance 
Corporation, the Federal Farm Mort- 
gage Company, the Federal: Home Loan 
Banks, the Federal Intermediate Credit 
Banks, the Federal Land Banks, the 
Federal Savings and Loan Insurance 
Corporation, and the Home Owners 
Loan Corporation—the proprietary in- 
terest as of June 30, 1938 was given as 


. 87 Daily Statement of the United States 
Treasury, March 31, 1939, 
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$1,277,000,000, that of private individ- 
uals as $270,000,000, distributed within 
a capital stock of $1,163,000,000 and a 
surplus of $207,000,000.%8 

The total assets of all government 
corporations and credit agencies listed 
as of February 28, 1939, were $12,411,- 
197,035, with a total proprietary in- 
terest of the United States of $3,678,- 
063,128.39 

In addition to Federal Government 
corporations, there are numerous public 
corporations other than political sub- 
divisions which have developed in state 
and local experience, such as the Boston 
Elevated Railway Company, the Port of 
New York Authority, the Wisconsin De- 
velopment Authority, and various ad 
hoc semi-independent bodies. 


Various TYPES OF DEVELOPMENT 


The treatment which has been given 
has indicated that the idea of a public 
corporation has taken form in different 
ways both in the United States and in 
Great Britain. Very few government- 
owned corporations are found in Great 
Britain. Very few public corporations 
of the British type, not owned publicly 
but publicly administered, are found in 
the United States. Other forms have 
emerged apart from the English-speak- 
ing world. It would be too long a story 
to outline the somewhat different role 
played by government corporations in 
Russia, in Germany, in Italy, in France, 
in Japan, and elsewhere in the world. 
Clearly, the government corporation 
takes on a different meaning in a so- 
cialized economy from that in a fascist 
or in a competitive economy; and, as 
one would expect, its functioning within 


38 Annual Report of the Secretary of the 
Treasury, June 30, 1938, pp. 530-31. 

39 Daily Statement of the United States 
Treasury, March 31, 1939. Inter-agency in- 
terests would reduce the latter sum by $181,- 
000,000. 
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a democratic capitalistic economy tends 
to take on the coloration of its environ- 
ment. 

This is not the place to indicate in 
any decisive way whether or not this 
development here outlined, so markedly 
evident in recent years, is economically 
or socially beneficial. Clearly, however, 
its development has proceeded to such 
a point that once public performance of 
an economic function has been decided 
upon, the choice today as to type of 
governmental agency to be employed is 
more likely to be a more or less inde- 
pendent corporate unit than a govern- 
ment department, bureau, or commis- 
sion. Although in the past decade too 
few have made distinctions, as actually 
operating or as potentially existing, in 
the functioning of corporate units as op- 
posed to government bureaus, the rapid 
growth in use of such corporations in 
our own country since 1932, buttressed 
by the parallel utilization of a somewhat 
different type in England, has made it 
seem a natural outcome of the increas- 
ing acceptance of the doctrine of social 
responsibility for specific phases of the 
economic welfare of the nation. 

Certainly, the type of development of 
governmental responsibility here out- 
lined reveals that we must consider gov- 
ernment today as meaning more than 
has been conventionally understood by 
that term. The public economy has 
markedly expanded. The problems of 
government, therefore, while involving 
the niceties of questions of political and 
administrative relationships, now in- 
volve also considerations of the eco- 
nomic order—influence in the market 
place, upon the price system, and upon 
the formulation of economic judgments. 
Political economy today must account 
for, and apparently accept, a substantial 
development of a corporate character re- 
lated to government—a public corporate 
ecqnomy. 
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MERRIAM, CHARLES E. The New Democ- 
racy and the New Despotism. Pp. viii, 
278. New York: Whittlesey House, Mc- 
Graw-Hill Book Co., 1939. $3.00. 


Professor Merriam here pursues the im- 
plications of Political Power into the pres- 
ent clash of democratic and totalizarian 
faiths and practices. He is primarily con- 
cerned as to whether government by the 
Many, by the One, or by the Few is the 
ultimately practicable way of organizing the 
nation-state. To state the concern is, of 
course, to give the answer. So doughty a 
champion of the liberal tradition could give 
but a single answer. He has elaborated it 
here in a series of assumptions—“affirma- 
tions” and “repudiations’—intended to 
demonstrate, almost with Euclidian logic, 
the validity of the democratic faith. 

The assumptions of the democratic faith 
may be stated in Professor Merriam’s own 
words: “. . . the essential dignity of man, 
the importance of cultivating his person- 
ality on a fraternal rather than a differential 
basis; the perfectability of mankind; the 
gains of commonwealths are essentially 
mass gains [which] should be diffused 
throughout the community without too 
great delay or too wide a spread in dif- 
ferentials; the desirability of popular deci- 
sion in the last analysis on basic questions 
of social direction and policy; the possi- 
bility of conscious social change accom- 
plished through the process of consent 
rather than by the methods of violence.” 

The author proceeds to analyze each in 
terms of the evolution of ideas and data 
available from the literature of the last 150 
years, and to state certain corollaries which 
he finds implicit in each. If the argument 
at times seems too diffuse, it is because the 
assumptions are still assumptions. The 
data of experience and research, although 
steadily moving toward their confirmation, 
are not yet sufficient to give long-run de- 
monstrable validity to their statement. 
The alternatives, postulated by “the new 
despotism,” have still the success-value in 
action of a short-run appearance of efficacy. 

But the alternatives are no less assump- 
tions. 


Professor Merriam finds three to be , 
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particularly significant for our time: popu- 
lar belief in the superman, the assertion of 
the right to rule upon the part of the Noble 
Few, and the inherent necessity (and so 
correctness, moral and structural) of eco- 
nomic inequality. None of these has, in the 
author’s opinion, the demonstrable validity 
of the democratic postulates. His analysis 
is, however, insufficient to provide a satis- 
factory refutation of their exponents. If 
his argument concerning the democratic as- 
sumptions seems diffuse, his “repudiations” 
of the tenets of the new despotism appear 
often to be little more than a series of de- 
nials. Penetrating as are many of Profes- 
sor Merriam’s insights, we must await their 
more specific and clear-cut implementation 
and demonstration in the volume applying 
the criteria he suggests here to the Ameri- 
can scene, 
PHILLIPS BRADLEY 
Queens College 


LLOYD, CHRISTOPHER. Democracy and Its 
Rivals. Pp. vii, 226. New York: Long- 
mans, Green & Co., 1938. $2.00. 
There has been a spate of works proceed- 

ing from the philosophers connected with 
the Catholic Renascence in England which 
have generally centered around the think- 
ing of Chesterton and Belloc. This work 
by Mr. Christopher Lloyd stands in a 
rather different light. He has tried to an- 
alyze, against a rich historical background, 
with an emphasis also upon the economic 
and psychological factors, the meaning of 
nationalism in connection with the present 
attacks on the democracies. His studies of 
the alternatives to democracy are put 
against a simple but well-presented defense 
of the essentials of democracy itself. 

The book shows a shift in the liberal 
mind toward that type of collectivism 
which now so pervades liberal thought. It 
analyzes communism, fascism, and nazism 
with an eye toward presenting the simplest 
outlines of these systems. But it adds so 
little to the restatement of the positive 
sides of the democratic myth that discus- 
sions like those of the “Idea of Progress” 
and “Civilization or Civilizations,” with 
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which it closes, can hardly accomplish what . 


the democratic faith so badly requires— 
that is, a reshaping of its symbols and its 
contents in terms that are capable of elicit- 
‘ing the faith and emotional loyalty of its 
present adherents. 

However, the book is a very useful sum- 
mary of a good many of the good things 
that have been said on the subjects relevant 
to democracy and its rivals. 

W. Y. ELLIOTT 

Harvard University 


SmitH, T. V. The Democratic Way of 
Life. Rev. Ed. Pp. xxxiii, 290. Chi- 
cago: University of Chicago Press, 1939. 
$2.50. 

Few writings give us so full and intimate 
an understanding of the spirit of democracy 
as the revised edition of Congressman T. V. 
Smith’s book on The Democratic Way of 
Life. Mr. Smith insists that democracy is 
far more than a mere form of government; 
he holds that democracy is a means by 
which men are able to lead their own lives. 
“Of course,” he says, “it is important that 
men govern themselves, but primarily so 
because this troublesome procedure is the 
only known guarantee that they can seek 
their own ends.” 


Democracy, Mr. Smith argues, is a proc-, 


ess of living which is guided by three main 
ideals—liberty, equality, fraternity. Of 
these, fraternity is the brightest; the goal 
it holds before us is a world in which men 
are friends. Liberty means essentially “do- 
ing as one likes,” and equality, the exten- 
sion of liberty to all. 

Mr. Smith’s discussion of the roots of 
fraternity is illuminating. Although he 
makes many good points in his chapter on 
liberty, he does not give us so clear an 
understanding of the term as he might; he 
does not clarify the distinction between lib- 
erty as a political concept and liberty as a 
philosophical concept. His discussion of 
equality is admirable. Not only can no ex- 
ception be taken to the principles advanced, 


but the principles are supported by a strong ° 


appeal to fact and everyday experience. 
He points out the great inequality in the 
distribution of income and shows cogently 
that those who lack income lack liberty. 
The chapters on democracy ‘and work 
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and on democracy and leadership are 
equally stimulating. Mr. Smith argues con- 
vincingly that work can be made truly cre- 
ative only if placed on a professional basis; 
and that leadership and democracy can be 
combined if we recognize that each should 
lead his fellows where his knowledge justi- 
fies, and follow where his ignorance com- 
pels. 

In examining the position of democracy 
at the present time, the author is pro- 
foundly disturbed by the spread of intol- 
erance, by the growth of fascism and com- 
munism. He declares in his new preface 
for the principle of “unlimited tolerance 
only to the tolerant.” This is a principle 
that every democrat who does not suffer 
the illusions of the nineteenth-century lib- 
eral has come to accept. It means that we 
will tolerate the totalitarians in our midst 
only to the point of prudence; we can be 
generous toward them only to the point 
where they threaten to take us over. At 
this point “we must gird up the loids of 
our austerity, and choose the least of two 
great evils, accepting manfully and know- 
ingly the risk of the jungle rather than the. 
certainty of the jungle.” 

Although the new chapter on democratic 
discipline contains many insights and makes 
a splendid plea for tolerance, it is too long 
and too esoteric. It is too much the Con- 
gressman in an extended soliloquy—a po- 
etic one, however—and not enough the 
philosopher in a close-knit and rigorous 
analysis. The style here more than else- 
where makes use of adjectives and tonal 
nouns that frequently interfere with the 
flow and precision of thought. But this 
indulgence in the preacher’s temptation is 
a very small defect in a book that everyone 
must welcome for its wealth of ideas. 

BENJAMIN LIPPINCOTT 

University of Minnesota 


Swasey, Marie Cortins. Theory of the 
Democratic State. Pp. 234. Cambridge, 
Mass.: Harvard University Press, 1939. 
Mrs. Swabey has written an honest and 

straightforward book. Therefore, her book 

will be valuable to those who disagree as 
well as those who agree with her. But it 
is véry difficult to disagree with Mrs. Swa- 
*bey, because she tries to develop a theory 
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of the “democratic state.” There are as 
many definitions of democracy as there are 
men and women who write on the subject. 
There is no exact definition of democracy. 
Therefore, anyone is free to propose his 
own theory. Common agreement can be 
reached only on a very general definition; 
for instance, democracy is self-government 
by the people. But as soon as one comes 
to the details, differences of opinion begin. 
Therefore it seems to be more useiul to 
consider the historical facts, the different 
states and political schools which have been 
regarded by their contemporaries as “demo- 
cratic,” rather than the theories of democ- 
racy. 

Mrs. Swabey does not try to prove that 
her own theory of democracy is the right 
one, but she declares without any hesitation 
what democracy is according to her own 
opinion. She writes a special chapter on 
the contrast between communism and de- 
mocracy. Everybody will readily agree 
with her that the present Russian so-called 
Communist state, with its party dictator- 
ship, is not democratic. But Mrs. Swabey, 
as an honest scholar, has made the problem 
more difficult for herself. She does not at- 
tack so much Lenin or Stalin or Marx, but 
she goes to the root of the problem and 
attacks Hegel. She writes: “. . . democracy 
does not share the Marxian belief in prog- 
ress by contradiction or in the inevitable di- 
alectical tendency of events to go over into 
their opposites. . . . Instead of embracing 
contradictions as the stuff of life and allow- 
ing them to take their course, demccracy 
calls upon reason to reject them as the 
stumbling blocks to progress—as, indeed, 
anything but the creative ferment that He- 
gelians take them to be” (p. 71). 

In order to be a democrat, you must, ac- 
cording to Mrs. Swabey, believe in the rules 

`of ordinary normal logic—you must be- 
lieve that a man is a man, and a door is a 
door. Mrs. Swabey’s theory describes a 
democracy composed of free individuals 
who make progress and believe in science, 
eliminate contradictions, and build a better 
world. Such a theory of mankind and his- 
tory was very modern about the year 1739, 
but it is a little old-fashioned in 1939. Peo- 
ple of the eighteenth century were so” im- 


pressed by the new possibilities of science,” 
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and by technical inventions, that they 
dreamed of a new world of free individuals 
who would solve all contradictions by rea- 
son and inventions. 

Therefore, Mrs. Swabey tries to revive 
a certain very old theory of the liberal 
state. Nobody can hinder her from naming 
this system “democracy,” but the historian 
is compelled.to confess that a “democratic 
state” as described by Mrs. Swabey never 
existed and probably never will exist. 
Many details and special observations in 
Mrs. Swabey’s book are very valuable, but 
it is a pity that her system of democracy is 
outside the political and historic reality. 

ARTHUR ROSENBERG 

Brooklyn College 


Curtis, Lionet. World Order (Civitas 
Dei). Pp. lxviii, 985. New York: Ox- 
ford University Press, 1939. $3.50. 

It is over twenty years since Lionel Cur- 
tis wrote his Commonwealth of Nations, 
which must be accorded an honored place 
among the various attempts to organize 
the nations of the world on a peaceful basis. 
A man with the most widely and richly en- 
dowed talents and background, Curtis ap- 
proaches the problem of international peace 
from the standpoint of the prophet. “Like 
many other men connected with practical 
affairs,” writes A. Lawrence Lowell in his 
introduction, “he has seen that the great 
need of the day is an increase in religion: 
that is, in the intensity of the conviction 
that right is right, and wrong is wrong, and 
that it is the duty of men to place service 
to mankind above all selfish considera- 
tions.” This work was entirely completed 
before the author met Clarence Streit and 
learned of the forthcoming publication of 
Union Now, which is inspired by motives 
and informed by an understanding of world 
conditions that are in close harmony with 
the ideas of Lionel Curtis. 

Like many of the ancient histories of 
Italian cities, which began with Creation 
and finished with a discussion of municipal 
functions, Curtis starts with the dawn of 
history and brings his work down to Mu- 
nich. In one hundred and twenty chapters, 
he traces the rise of moral ideas with re- 
spect to the proper relationships between 
men and God. Many studies in this vein 
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are written by churchmen who are rather 
naive about mundane things, or by practi- 
cal men of affairs whose spirituality is a 
thin veneer concealing aims that are in- 
genuously simple if not outrageously mere- 
tricious. Curtis wants the world reorgan- 
ized as a democratic commonwealth, which 
he describes as the Sermon on the Mount 
translated into political terms. The author 
lets no point slip by without extensive 
asides that reveal his purpose to make him- 
self unmistakably clear. 

Urbane in style and obviously sincere in 
conception, this book is eminently worth 
while. I hope that statesmen who have a 
habit of associating themselves with God 
will read this book prayerfully and thought- 
fully: and I do not here refer to President 
Roosevelt, for Curtis has found his speech 
of January 4, 1939 the best expression of 
his views that has come from the lips of 
any living leader. 

Roy V. PEEL 

Indiana University 


Coun, Georc. Neo-Neutrality. Pp. x, 
388. New York: Columbia University 
Press, 1939. $3.75. 


This is a translation from the Danish of 
the scholarly work of Dr. Cohn, chief of 
the International Law Section of the Dan- 
ish Foreign Office. In it the author devel- 
ops an anti-collective-security thesis quite 
understandable in the light of Denmark’s 
position as a small, peculiarly vulnerable 
European state living precariously in a Eu- 
rope which today staggers from one crisis 
to another. He rejects “the theory of 
aggression,” contending that no adequate 
tests can be devised to identify an aggres- 
sor, that the decision “will always lie with 
the Great Powers” and will be determined 
exclusively with reference to their own par- 
ticular interests (p. 340). Thus, when the 
system of sanctions was actually proving 
workable against Italy in 1935, Great Brit- 
ain and France negotiated the “devastating” 
Hoare-Laval agreement; “. . . the sanctions 
system had proved to be an instrument for 
secret interests of higher politics, which 
were of no concern to those numerous 
countries whose co-operation had been 
given under entirely different assump- 
tions . . .” (p. 249). Attention therefore 
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should be concentrated on the prevention 
of war rather than on attempts to identify 
and punish aggressors. The system em- 
bodied in the League Covenant, which the 
author designates not altogether accurately 
as “war prevention through war,” he rejects 
along with “traditional neutrality.” The 
League Covenant is criticized because it 
recognizes the legality of war and even its 
necessity against aggressors, whereas even 
defensive war should be ruled out in order 
to get rid of war “as an institution” (p. 
252). “Traditional neutrality” is rejected 
because of its implication that the neutral 
is merely interested in avoiding war for 
itself and remaining a passive and impartial 
spectator. Neo-neutrality, on the other 
hand, calls for a solidary and active atti- 
tude of neutral states against both or all 
belligerents in order to isolate and end any 
war as soon as possible. 

A few errors of fact may be noted, even 
though they are not of vital importance. 
“Senator Nye of Michigan” (p. 118) would 
feel more at home if he were transferred 
back to North Dakota, and President 
Roosevelt did not make a speech on Octo- 
ber 2 “at the International Exposition in 
California” (p. 121). Certain other state- 
ments are also susceptible of challenge. For 
example, exception must be taken to the 
statement (p. 130) that the United States 
has adopted “a policy of co-ordinating neu- 
trality with participation in sanctions.” 
And the reviewer can find no justification 
for the assertion (p. 322) that the Kellogg 
Pact proclaimed “the abolition of war.” 
The author has thoroughly acquainted him- 
self with the European and American lit- 
erature on neutrality, and has made a dis- 
tinct contribution of his own to the subject. 

Frank M. RUSSELL 

University of California 


RAUSCHNING, HERMANN. The Revolution 
of Nihilism. Pp. xvii, 300. New York: 
Alliance Book Corporation, 1939. $3.00. 
This blast against Hitlerism is going to 

be widely read. Dorothy Thompson men- 

tioned the work in its German edition early 

in the summer of 1939 and published a 

long review of the American edition in her 

colifmn of August 21. Equally enthusiastic 
*is Professor O. Jaszi’s more academic re- 
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view of the original German version in the 
August (1939) issue of the American Polit- 
ical Science Review. The reviewer is some- 
what hesitant about joining the Thompson- 
Jászi chorus. There is no doubt that 
Rauschning has produced one of the best 
assaults on Nazism; but the work becomes 
too high-pitched, shrill, and vitriolic now 
and then, for Dr. Rauschning, who in 
1933-34 was the President of the Senate of 
the Free City of Danzig, is now in exile 
and wants to even the scores with Berlin. 
Events have shown that he has been dead 
wrong in certain predictions, although like- 
wise dead right in others. The social sci- 
entist acquainted with our most recent 
contributions to our knowledge of various 
aspects of “irrational” behaviors, ideologies, 
and the workings of “élites,” will not get 
overexcited over the author’s application 
of these theories to the workings of Hit- 
lerism, although he will appreciate the inti- 
mate knowledge of Rauschning of the dy- 
namics of German politics. 

In a nutshell, Rauschning is convinced 
that the Nazi ideology is really a smoke 
screen which none of its leaders believe in. 
The reigning élite has simply no socialistic 
or nationalistic aims. But the Nazi ide- 
ology is propounded in order to hide as 
well as to strengthen the real essence of 
Nazism as a movement, its purposeless 
dynamism, a complete nihilism aiming to 
destroy the German society and create a 
machine from above for conquest and the 
expansion of power. To survive, this brutal 
power must keep on marching, and march- 
ing with ever louder noise and with grow- 
ing lust for domination for the sake of 

. domination. There can be no limit to the 
ever-accelerating demands for power. As 
a result, Germany has become a “sick 
nation, mentally unbalanced and neurotic.” 
How, Rauschning asks, can a country hope 
to survive on a philosophy compounded of 
“skepticism, nihilism, misanthropy and ma- 
terialism, with a pretended national meve- 
ment of renewal revealing itself as nothing 
but the will to power of the new leaders”? 
But the Fuehrer and his gang expect to con- 
tinue tearing and breaking down, unsettling, 
perverting, and confusing, on the assump- 
tion that once the process has gone far 
enough, Europe’s major capitals will pass 
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into their hands and then the Nazi élite 
will sit on top of the heap at home as well 
as abroad. 

If Rauschning is right, then Spengler was 
not such a bad cynical prophet after all. 
But one cannot help feeling that the whole 
scheme, as attributed by the author to his 
present enemies, appears too diabolical, too 
fiendish in its implications. After all, all 
politics is nothing but the quest for power, 
and other kinds of Caesars have suffered 
from the attacks of the “Jehovah complex.” 
They have also destroyed for the sake of 
power. Hence Hitlerism would not appear 
as being altogether exclusive in its striving 
for the mastery of the world. But it will 
not be very long until we all shall learn 
how accurate Rauschning’s “Warning to 
the West” (his subtitle) will have been. 
Meanwhile, if Hitler’s latest exploits have 
outraged your sense of decency, read The 
Revolution of Nihilism and concentrate 
especially on the parts which are not too 
dialectic. 

Joser S. Roucek 

Hofstra College 


WRIGHT, FERGUS CHALMERS. Population 
and Peace. Pp. xvi, 373. New York: 
Columbia University Press, 1939. $2.00. 
The International Institute of Intellec- 

tual Co-operation presents this as another 

volume in its series on Peaceful Change. 

Dr. Wright has analyzed the material made 

available to the Paris Conference of 1937, 

his aim being to set forth the views ex- 

pressed in these documents even though 
they are at times contradictory, and to 
introduce general conclusions which may 
often be not his own but the apparent 
consensus of opinions expressed by others. 
Several reflections follow from reading 
this survey. First is the great lack of 
clarity in the ordinary use of such terms 
as “overpopulation” and “population pres- 
sure.” National policies are often ex- 
pressed with these words, but the concepts 
themselves are vague, and the facts upon 
which careful judgments must be based are 
often unavailable. Second is the tentative 
conclusion that the demands for colonies 
and other areas are largely due to non- 
economic reasons. Third, the real remedies 
° for overpopulation (assuming its existence) 
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are indirect, difficult to dramatize clearly, ` 


and perhaps impossible of application. 
Ernest MINOR PATTERSON 
University of Pennsylvania 


INTERNATIONAL STUDIES CONFERENCE. 
Peaceful Change. Pp. 685. Paris: In- 
ternational Institute of Intellectual Co- 
operation, 1938. $4.00. 

No longer can students of international 
questions speak of any dearth of material 
or of inadequate attention to their field of 
special interest. The volume of literature 
is now large with more appearing almost 
daily, ranging from primary data assembled 
in many quarters, notably by the League of 
Nations, and special treatises by experts, to 
the pamphlet material now available in so 
large a quantity. 

Among the groups doing valuable work 
of this kind is the International Studies 
Conference, some of whose research work 
from 1935 to 1937 was made available for 
study and discussion at its Paris Conference 
in the summer of the latter year. The vol- 
ume before us is the fourth that has re- 
sulted, the others being on population, mar- 
kets, international raw material cartels and 
the monetary aspect of raw material prob- 
lems. The other three were signed by their 
respective authors. This one is not the 
work of a single writer, but presents the 
record of the conference in two parts. The 
first includes first a general report by Pro- 
fessor Maurice Bourquin as General Rap- 
porteur and the special reports of the 
rapporteurs on (1) raw materials and mar- 
kets, (2) demographic questions, (3) colo- 
nial questions, and (4) Danubian probléms. 
The second part is an extensive summary 
of the discussions in the round table and 
plenary meetings. The various annexes 
include, inter alia, the names of the partici- 
pants who came from a large number of 
countries, the various memoranda they pre- 
sented, and a bibliography of the books on 
the conference topics in the Library of the 
League of Nations. 

It is not possible to summarize in a brief 
review all the material in so large a volume. 
The main theme is indicated by the title 
Peaceful Change. It is a mine of informa- 
tion and ideas arranged carefully and thor- 
oughly. Unfortunately, many of the mem-* 
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oranda have not been published, but most 
of them were distributed at the conference 
in mimeographed form and may be con- 
sulted at the Institute or at the headquar- 
ters of the affiliated national committees 
and institutions. 
ERNEST MINOR PATTERSON 
University of Pennsylvania 


Hertz, Nits. Sweden: A Modern De- 
mocracy on Ancient Foundations. Pp. 
xiii, 127. Minneapolis: University of 
Minnesota Press, 1939. $2.00. 

It has been many years since a native 
Swedish scholar published in English a 
study of Sweden intended as anything more 
serious than a tourist guide or an informa- 
tion bulletin for persons interested in some 
particular aspect of Swedish economy. 
Studies of the Swedish monetary system, 
such as Kjellstrém’s work ‘on managed 
money, belong in the latter category. Her- 
litz true predecessors are Sundbärg and 
Guinchard, whose monumental works’ on 
Sweden appeared before the World War. 
One might say that this is the only com- 
pact and comprehensive study of Sweden 
ever published. The author is professor of 
public law at the University of Stockholm, 
and an acknowledged authority throughout 
the North in the field of public law. He 
has been a prolific writer in the fields of 
municipal history, public administration, 
and public law, and as such could have 
provided American readers with a masterly 
survey of Sweden’s institution. In recent 
years he has been very active as a radio 
lecturer and public speaker, and the present 
work belongs in the category of popular 
writing rather than in that of serious schol- 
arship. It is to be hoped that some of the 
author’s more substantial contributions to 
the theory and practice of public admin- 
istration will some day be made available 
in English as they already are in the North- 
ern languages and in German. 

These introductory remarks are neces- 
sary to clear up the confusion which may 
arise among the vast body of Americans 
who have been reading the “journalistic” 
studies of Sweden that are so sharply criti- 
cized by the publishers on the jacket of 
this volume. I do not myself entertain a 
very high opinion for some of the very 
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popular books and articles on Sweden that 
have been written in a few weeks—or even 
hours—with totally inadequate background 
of study and understanding. But whether 
co-operation has been overemphasized or 
not is largely a matter of opinion. If one 
is favorable to co-operation and desirous 
of its extension in this country, one might 
want even more emphasis on Swedish ex- 
perience with this way of life. On the 
other hand, Sweden’s unique and remark- 
able governmental structure has been ig- 
nored by most writers, and it is good to 
see that it is now receiving attention. 

In this little work, which is based on lec- 
tures delivered by Professor Herlitz in the 
United States during the Tercentenary 
year, and, if I mistake not, also on various 
volumes of lectures which Professor Her- 
litz has published in Swedish during the 
past few years, Sweden is presented as a 
state which is not only democratic in spirit, 
but also one where constitutional govern- 
ment has reached a high peak of develop- 
ment after some three hundred years of 
growth. Approximately one-third of the 
book is devoted to the Constitution, the 
Riksdag, and Parliamentary government. 
In these chapters Professor Herlitz dem- 
onstrates the interaction of the principles 
of flexibility and security in the Swedish 
governmental system. J am of the opinion 
that the many Americans who admire the 
British system of responsible government 
will find additional comfort in this exposi- 
tion of the Swedish version of parliamen- 
tary control. The three chapters on admin- 
istration and municipal government are 
admirable summaries of development in a 
_ field that now engages the thought of many 
of our politicians and political scientists. 
The remainder of the book treats of the 
benefits and the burdens of citizenship. Al- 
though one may detect a conservative tone 
in this book and some misgivings as to the 
future of a state whose destinies are falling 
to the control of workers and farmers, the 
author never loses faith in the essential 
soundness of Swedish political thought. If 
it does nothing else, this book will serve 
to remind us that Sweden has preserved her 
course not alone because her aggressive in- 
. dividualist industrialists and her brilliantly 
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other, but also because there is a powerful 
sentiment for moderation and rational be- 
havior, exemplified by such conservators of 
ancient values as Professor Herlitz, 

Professors Anderson and Stephenson of 
the University of Minnesota have assisted 
in giving this book an excellent form. It 
is to be regretted that there is no index, 
which is surprising in view of the fact that 
Professor Herlitz is one of the few Swedish 
scholars who seem to realize the value of 
an index. But this is really not so impor- 
tant when the volume is small and as well 
written as this one is. 

Roy V, PEEL 
Indiana University 


Frorinsky, MICHAEL T. Toward an Un- 
derstanding of the U. S. S. R. Pp. viii, 
245. New York: The Macmillan Co., 
1939. $2.50. 


On the assumption that to know is to 
understand, Professor Florinsky has set 
himself to describe the government and 
politics of Russia, past and present. The 
result is not an-appeal for friendship or 
hatred, although he is as critical of the 
old as he is of the new government. The 
emphasis, however, tends to be on the 
shortcomings of the Soviet regime, the in- 
consistencies between Communist theory 
and Soviet practice, the instability of the 
system, and the great cost of the reforms 
undertaken. There is no adequate account 
of the strides Russia has taken in indus- 
trialization, of the great dams and canals 
that have been built, the development of 
the Asiatic and northern regions, the social 
insurance programs, and in general of the 
cultural aspects of the new order. Men- 
tion is made of this in order to indicate 
more definitely the scope of the study. 

The book is wel organized and the style 
is direct and clear. The discussion of the 
old Imperial government is no doubt the 
best brief presentation available. There is 
a notable analysis of the social structure, 
which contains a discussion of who really 
constituted the Russian nobility. The 
statement of Communist theory is intel- 
ligible, and the explanation of “the wither- 
ing away of the state” merits special men- 
tion. The structure of the government 


led. ‘radical workers have balanced each e under the Constitution of 1936 as well as 
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that of the Communist Party as amended 
in March 1939, is presented. No attempt 
is made to explain the recent purges ex- 
cept that they were a periodic “. . . exam- 
ination from the point of view of ideologi- 
cal orthodoxy, devotion to the cause of 
Communism, and personal character and 
behavior.” 

Two chapters on “Economic Planning” 
and “The State in Business” attempt to 
show how business is carried on, and the 
reader is soon ready to agree with the au- 
thor’s conclusion that there is a “. . . truly 
amazing instability in the administrative 
structure that directs the industrialization 
of the country... .” The cost of the in- 
dustrialization is largely raised by a turn- 
over tax, “. ..a general sales tax levied on 
the turnover of all State-owned enterprises 
- and computed in percentage of the sales 
price.” “Taxation of foodstuffs alone pro- 
vided about two-thirds of the yield of the 
turnover tax and accounted [1937] for 
more than half of the entire revenue of the 
Soviet Union.” Since monetary differenti- 
ation of wages exists and is increasing, the 
great reliance on such a turnover tax weighs 
most heavily on the smaller-income group. 
Informative as these two chapters are, they 
do not deal so satisfactorily with the eco- 
nomic problems as the earlier chapters do 
with the more political ones. 

E. C. HELMREICH 

Bowdoin College 


ANGELL, Norman. The Defense of the 
Empire. Pp. 245. New York: D. Ap- 
pleton-Century Co., 1937. $2.00. 
Norman Angell, whose prewar prophecies 

of economic breakdown were so widely sub- 
jected to ridicule, is one of the people who 
has had the satisfying pleasure of seeing his 
predictions borne out by events. The last 
war was fought in spite of economic break- 
down, but the world has been reaping the 
fruits of that collapse ever since. The de- 
struction of the class. structure built upon 
savings is perhaps the deepest reason for 
the emergence of fascism in the postwar 
period. 

In The Defense of the Empire the au- 
thor has written, with a saeva indignatio 
and the most acute irony, an analysis of 
the weaknesses of conservative foreign pol-° 
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icy that have brought England to such a 
pass today. Before the Munich “settle- 
ment” and the fruits of it became so ap- 
parent, he had analyzed with pitiless logic 
the whole outcome of the policy of appease- 
ment. This little book is exceptionally use- 
ful now to the student of that period which 
became crucial from 1932 to 1937 when the 
shadow of Sir John Simon, tergiversating 
in his best moral manner, cast such a blight 
on every effort to stay the development of 
the Berlin-Rome, and now -Tokyo, axis. 

Analysis of the Manchurian, the Ethi- 
opian, and the Spanish defeats which put 
the democracies permanently on the de- 
fensive shows the moral bias of the con- 
servatives in favor of the aggressive pow- 
ers, and the purblindness which led them to 
feel that a victory for any regime other 
than a fascist regime would play into the 
hands of Moscow. 

Some of the quotations from the press 
of this period, from the Times, the Morn- 
ing Post, and leading spokesmen such as 
Lord Hailsham, Sir John Simon, Samuel 
Hoare, and others, reveal the true back- 
ground which produced Chamberlainism. 
The author notes with prophetic irony the 
unwillingness of England to undertake any 
of those commitments for the defense of 
Europe which she later offered in such a 
profligate way to Russia in order to secure 
that very aid which was hers without the 
asking prior to the Munich settlement. 

Norman Angell is one of the great fight- 
ing pacifists of our time whose conversion 
to the necessity for concerted and strong 
military action reveals what has happened 
to the pacifist temper in a large part of 
the world. 

The book is journalistic, perhaps, but it 
is journalism of the most brilliant sort, that 
lays bare some of the causality in the pe- 
riod prior to Munich. 

W. Y. ELLIOTT 

Harvard University 


ROYAL INSTITUTE OF INTERNATIONAL ÅF- 
FAIRS. Political and Strategic Interests 
of the United Kingdom: An Outline. Pp. 
xvi, 304. New York: Oxford University 
Press, 1939. $3.00. 


‘In its original form this pertinent study 
was prepared as a paper by a study group 
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of the Royal Institute of International Af- 
fairs in London. Among the contributors 
were such distinguished English authorities 
as Hugh A. Wyndham and H. V. Hodson. 
The study was planned for the use of Brit- 
ish delegates to the unofficial British Com- 
monwealth Relations Conference held at 
Sydney, Australia, in September 1938. 

This book touches upon a wide range of 
topics, including a brief historical survey 
of British policy in five geographical zones 
(Europe, the Mediterranean, the Middle 
East, the Far East, and the American Con- 
tinent), a discussion of present problems of 
British strategy and diplomacy in these 
areas, and finally a special section devoted 
solely to questions of Imperial defense. 
Any exhaustive treatment of any of these 
topics is therefore precluded. The volume, 
according to its authors, was intended as 
“a concise but readable guide.” As such, 
the general reader and also the specialized 
student will find it a convenient and com- 
pact survey of the multitudinous problems 
which now confront British statesmen in 
Whitehall. 

The two most serious strategic problems 
now facing Great Britain are the menace to 
England from the air, and uncertainty as 
to whether Imperial communications can 
be maintained in the Mediterranean in, the 
eventuality of war. The accessibility of 
the English East Coast to Continental 
bombing squadrons, and the added factor 
that the normal sky condition of broken 
clouds over England favors air raiders, are 
presenting an almost tragically difficult 
problem io British air defense. While 
stressing this danger, it is interesting that 
the authors avoid making any specific men- 
tion of the present size of the Royal Air 
Force. This “hush-hush” question is dis- 
missed thus: “Great Britain’s present re- 
armament effort includes a considerable ex- 
pansion . . . and while this fluid state of 
affairs continues, it is of little value to 
give detailed figures in this connection” 
(p. 288). 

Readers will find the discussion of strate- 
gic factors in the Mediterranean unusually 
valuable and timely. One finds a descrip- 
tion of the principal Italian naval bases, an 
analysis of the vulnerability of Gibraltar, 
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prus will supersede Malta as Great Brit- 
ain’s major Mediterranean naval base, and 
the strategic consequences of Franco’s ad- 
herence to the axis in the event of war. 
The two chapters which deal with Imperial 
defense contain much valuable information 
relating to such subjects as military prep- 
arations of the Dominions, Great Britain’s 
monetary expenditure on defense, and the 
strength and location of the various units 
comprising the Royal Navy. 
T. WALTER WALLBANK 
University of Southern California 


Constitutions of All Countries, The, Vol. I: 
The British Empire. Pp. vii, 678. New 
York: The British Library of Informa- 
tion, 1938. $2.90. 

For some time it has been apparent that 
the constitutional evolution of the British - 
Dominions required a new and definitive 
work that would give the actual documents 
on which their legal structure now rests. 
The present work, which starts with the ` 
Statute of Westminster and then goes 
through the Dominions to include the new 
Constitution of Eire, fulfills that need. It 
includes also the constitutions of the main 
crown colonies and protectorates, though 
they are given, of course, in very bare out- 
line. One of the difficulties with any such 
volume is that it cannot present any of 
the controversial problems that are the 
really important aspects of the constitu- 
tional discussion today. 

The British North America Act of 1867 
has been amended in a formal way by sub- 
sequent acts in 1886 and 1907 and by Let- 
ters Patent of 1931, amended in 1935, deal- 
ing with the Governor-General’s position. 
But the note appended, for instance to the 
amendment of 1907, which raised the in- 
teresting point of whether England could 
accept a future amendment contrary to the 
wishes of any important province on re- 
quest of the Dominion Parliament alone, of 
the distribution of powers between province 
and Dominion, is naturally not included. 
This is the essential problem of the Cana- 
dian Constitution today. It is, of course, 
being prayerfully considered by a Royal 
Commission in Canada which has appar- 
ently not yet reached any solution of how 


and a discussion of the possibility that Cy- * the Canadian Constitution can be amended 
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in the future in conformity with the Statute 
of Westminster. 

As a collection of documents, the book is 
excellent. The Status of Union Act for 
South Africa for 1934 is included along 
with the Royal Executive Functions and 
Seals Act of 1934 and the Letters Patent 
of 1937 governing the position of the Gov- 
ernor-General. 

It seems a pity that in the case of Eire, 
which by state succession displaces the 
Trish Free State, the older acts which were 
succeeded by the Constitution of 1937 are 
not given—though they are, of course, eas- 
ily available in many other places, notably 
in Keith’s collection of documents. Simi- 
larly, it would seem useful to have included 
the acts repealing the oath of allegiance 
and the other legislative acts taken by the 
De Valera government prior to putting into 
effect the new constitution. 

The most important controversial ques- 
tion, naturally, was settled in favor of omit- 
` ting from this collection any of those in- 
terpretative documents which do not have 
strictly legal force. Yet in point of fact, 
if not of law, these are part of the whole 
constitutional structure of the British Com- 
monwealth of Nations. The amendments 
to the Royal Styles and Titles Act, passed 
by the separate Dominions, might surely 
have been included without violating this 
limitation. But the announcement: made 
by Mr. De Valera’s government immedi- 
ately after its acceptance of the abdication 
of Edward VIII and the accession of 
George VI, that its future policy would be 
conducted in conformity to the usual prac- 
tice of the Dominions in relation to the 
United Kingdom, is, after all, a matter of 
extreme constitutional importance, though 
not of strictly binding legal force. Pre- 
sumably the resolutions reached in confer- 
ence prior to the enactment of the Statute 
of Westminster would have been of equal 
importance to students of the constitutional 
history of the British Commonwealth of 
Nations. The Statute itself summarizes in 
legal form, with some curious anomalies, 
only part of this Commonwealth Constitu- 
tion. 

The present volume does remove the dif- 
ficulty which students have found of se- 
curing the latest and legally authoritative 
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versions of the present constitutions in 
force in the British Commonwealth of Na- 
tions, and it is, therefore, to be welcomed. 
The compilation by the Foreign Office 
seems to have been extremely careful, and 
the proof well read. 
W. Y. ELLIOTT 
Harvard University 


Core, G. D. H., and RAYMOND POSTGATE. 
The British Common People 1746-1938. 
Pp. x, 588, xxxiii. New York: Alfred A. 
Knopf, 1939. $4.00. 

We have been waiting for this book for 
a long time. There have been excellent ac- 
counts of the English working classes at 
particular periods or in particular areas. 
When attempted on a wider basis, such 
“social histories” have been apt to be anec- 
dotal, sentimental, and generally wishy- 
washy. The work here reviewed gives us 
a factual account of the economic condi- 
tions of the manual laborers during the last 
two centuries, together with a running 
sketch of political and economic measures 
by which they or their friends sought to 
improve those conditions. For good meas- 
ure, the authors throw in occasional stimu- 
lating chapters on capitalistic organization 
at various periods. 

The book opens with an excellent pic- 
ture of the situation in the mid-eighteenth 
century. This part includes a “journey 
through England” which is quite the best 
thing of its sort (it runs about thirty pages) 
the reviewer has seen. Thereafter, nine 
sections deal with nine successive periods, 
and each of these sections contains chapters 
dealing with political movements (Wilkes, 
Chartism, franchise reform, Labour Party), 
economic movements (Luddites, Owenism, 
“co-ops,” unions, socialism), wages and 
working conditions, and sometimes chief 
trends in capitalistic organization. 

The “narrative” parts of the story, we 
are told, are primarily the work of Mr. 
Postgate, while Mr. Cole prepared in the 
first instance the portions dealing with “eco- 
nomic structure and development.” In the 
earlier narrative portions there is nothing 
(nor is there intended to be anything) of 
novelty to the historian, though naturally 
he will find occasional statements with 
which he will disagree. But the chapters 
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are well enough written not to be dull, 
even to the well-informed reader; and the 
later chapters, dealing with contemporary 
matters and persons, will be read with keen 
interest. 

Mr. Cole has earned our gratitude by col- 
lating and summarizing all the information 
he could find (in secondary sources) on 
wages and on the trends in the level of real 
wages through two centuries. It is so use- 
ful to have this information between one 
pair of covers that we forgive him the fact 
that we still have to work pretty hard to 
get it out of those covers. These chapters 
on wages show signs of hasty composition. 
The material is not well digested, nor is it 
arranged so as readily to allow comparisons 
between various periods. Some of the sta- 
tistical tables in these and other chapters 
could do with more detailed explanations, 
and one or two of them would seem to defy 
any explanation at all. 

The last two sections, on postwar Great 
Britain and on Great Britain in 1938, con- 
tain much of the information which Mr. 
and Mrs. Cole gave us three years ago in 
their Condition of Britain. Yn phrasing, 
the present book is a little less pessimistic, 
but not so in substance. The conclusions 
reached are as follows: The country has 
grown no poorer in recent decades. The 
wealth of the upper class especially is un- 
diminished. There has been no material 
redistribution of wealth (the writers here 
seem to ignore the effects of the social serv- 
ices). Workers’ real income (measured by 
wage rates) is perhaps 14 per cent above 
the 1914 level. But the belief is scarcely 
disguised that present English living stand- 
ards, depending on the continuance of in- 
come from foreign investments, foreign 
trade, and shipping—all precarious sources 
—will not be maintained in the future. 

S. Mortey Scott 

University of Michigan 


HELMREICH, Ernst CHRISTIAN. The Di- 
plomacy of the Balkan Wars, 1912-1913. 
Pp. xiv, 523. Cambridge, Mass.: Har- 
vard University Press, 1938. $5.00. 
Hitler’s reference to a “Macedonian” sit- 

uation in Poland now a part of the dossier 

on the origins of the second world war, yn- 
derlies the kinship of the political tech- 
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niques of Balkan nationalism in the first 
decade of the twentieth century with those 
of power politics in Central Europe in the 
third decade. The revolutionary societies 
reaching across state frontiers, and the 
frequent turnovers in alliance formations, 
were then regarded as a peculiarity of Bal- 
kan politics; now they seem more like a 
part of the common political heritage of 
Europe. 

Helmreich has not only covered printed 
documents thoroughly, but has also inter- 
viewed a number of the direct participants 
in Balkan politics, and has used the Aus- 
trian Kriegsarchiv. His work is a model 
of thoroughness. He brings out the im- 
portance of the Bulgarian-Serbian treaty 
of 1904 as the foundation of the Balkan 
League. The collapse of the Balkan League 
and the launching of the Second Balkan 
War seem in the light of Helmreich’s evi- 
dence to be not a result of Austrian incite- 
ment, but more a product of small-state 
Realpolitik than many writers have as- 
sumed. The Bulgarian attack was evi- 
dently designed to strengthen Bulgaria’s 
bargaining position in the mediations then 
being organized by the Czar. Russia’s fail- 
ure to hold these small states in leash 
redounded to Russia’s interest, for “the 
Serbian-Greek-Rumanian-Montenegrin coa- 
lition with its interest in preserving the 
peace of Bucharest” upset the balance of 
power in Europe. The crisis of 1914 
caught Austria in the middle of a move to 
substitute Bulgaria in her alliance system 
for Rumania, which had gravitated to Rus- 
sia. 

Rosert C. BINKLEY 

Western Reserve University 


Suarez, GEORGES. Briand. Vol. I, 1862- 
1904, pp. xi, 468; Vol. II, 1904-1914, pp. 
iii, 515; Vol. III, 1914-1916, pp. ii, 499. 
Paris: Librairie Plon, 1938, 1939. Francs 
40 each. 

Georges Suarez, who has written a num- 
ber of books on recent French history, 
among them biographies of Clemenceau and ` 
Herriot, now offers the first detailed, and to 
all appearances definitive, biography of 
Aristides Briand. He had access to Briand’s 
Journal, and he prints many extracts from 

eit, as well as a large number of unpublished 
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documents. The work will comprise four 
volumes, of which the first three have ap- 
peared. As the narrative progresses, Bri- 
and’s life and work are discussed in greater 
and greater detail. The first volume deals 
with the first forty-two years of Briand’s 
life; the second covers the decade before 
the World War; the third, the first two 
years of the World War. It is difficult to 
see how the author will be able to compress 
the last years of the World War and the 
remaining years of Briand’s life, during 
which time he became known to the present 
generation as Partisan de la paix, into one 
volume. This biography of Briand is most 
welcome. He is so far an exception among 
the leading statesmen of the prewar and 
postwar periods in that he has published no 
memoirs, no justification of his life and 
actions. 

Briand’s nephew and heir, Charles Bil- 
liau, put at the disposal of the author the 
collection of papers left by Briand at his 
death, This collection consists of Briand’s 
personal journal, confidential documents 
concerning the politics of his administra- 
tion, and finally his personal correspondence 
with his friends, with intellectuals, and with 
politicians. Out of this material the author 
succeeds in giving the story of the life of 
Briand, who for so many years has been 
most intimately connected with the history 
of France and of Europe, and he gives at 
the same time the whole background of 
French political and social life which alone 
explains the different attitudes of Briand. 
Clemenceau, in a life much longer than 
that of Briand, remained to a large extent 
untouched by events, outside of them, dom- 
inating them. Briand adapted himself; he 
was a man of conciliation and of compro- 
mise. As a Socialist, he had been for unity 
and for co-operation; as a man who had to 
carry through the Law of Separation, he 
worked for the conciliation of the Church; 
and after the World War he put himself to 
the task of creating Locarno and giving the 
League of Nations a surer foundation. In 
1924 Briand told the author: “I watch the 
events and I try to adapt myself to them. 
In politics one should not neglect any hu- 
man factors. On the chess board the good 
player uses with just as much care the 
jester as he does the king. In disregarding , 
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this rule in politics one misses one’s des- 
tiny.” 

From 1892, when he was a young So- 
cialist lawyer, Briand was in closest contact 
with all the leading figures of French politi- 
cal life and, at least at certain periods, with 
the prime actors, first of the international 
Socialist movement, then of international 
diplomacy. He entered the Chamber of 
Deputies in 1902, and from 1903 until his 
death he played a decisive part in French 
politics. The author relates the multicol- 
orous history of these all-important years 
with a great richness of anecdote and many 
details which will interest the historian as 
well as the general reader. They are nar- 
rated in the lively language of a trained 
political journalist, and present the per- 
sonality of Briand set against the history of 
his time, the problems of which are still 
with us in many ways. 


Hans Koun 
Smith College 


Tonc, Hottincron K. Chiang Kai-shek. 
Vol. I, pp. xxvii, 322; Vol. II, pp. xl, 
323-682. Shanghai: The China Publish- 
ing Co., 1938. $6.00. 


The persistently recurring demand of the 
Japanese that the regime of Chiang Kai- 
shek should be overthrown before they 
would stop their campaign in China, cou- 
pled with the appeal of Wang Ching-wei 
(erstwhile co-revolutionary and co-worker 
with Chiang in the Nationalist Govern- 
ment) for the Chinese to desert the Gen- 
eralissimo and make peace with Japan— 
both the demand and the appeal suggest the 
symbolic if not the actual role played by 
the subject of this biography. They indi- 
cate to the Western reader how timely it 
is that this pivotal figure be understood as 
a leader, as a government and military 
power, as a man. 

“The greatest soldier-statesman of our 
time on the Continent of Asia” is the esti- 
mate of Chiang Kai-shek in this “author- 
ized biography” by Mr. Tong, the journalist 
and popular chronicler of the Nationalist 
Movement. The record will not entirely 
commend itself to Japanese militarists. Nor 
wil] it be altogether approved by those Chi- 
nese politicians and generals whose petty 
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and factious wrangling is realistically de- 
picted in the record. Yet that very depic- 
tion makes it clear, unintentionally no 
doubt, why the Japanese, and others who 
conceive of “national” unity in terms of a 
state’s centralized control and continuity in 
institutional procedures, could claim that 
China was really not a state; rather, that 
it was a collection of independent areas, 
peoples, and governmental regimes. The 
shortcomings of this reasoning, it is not our 
province to analyze here. What our biogra- 
pher makes indubitable, however, is that 
Chiang’s adult life was spent trying cease- 
lessly and tirelessly to unify China as a 
nation, and to revivify her development 
along lines consistent with her ancient cul- 
ture and his own modern and Christian 
ideals. 

Inevitably the story becomes a history of 
political, governmental, and military affairs 
in China during this period, rounded out 
with accounts of certain social movements 
and conditions, and picturing Chiang Kai- 
shek in the foreground. As such, the nar- 
rative is hardly as consistent as might be 
expected. The organizational and more 
extravagant efforts of the Communists in 
the earlier part of the 1924-27 Nationalist 
Movement and campaign are far under- 
rated. A plausible Chiang-version is given 
of the Japanese clash with the Nationalists 
heading north through Tsinan in 1928— 
called the turning point in Nipponese rela- 
tions with the Generalissimo. The treat- 
ment of the Chinese Eastern Railway inci- 
dent in 1929 is truncated, one-sided, and 
without appreciation of its probable impor- 
tance in the development of Japanese mo- 
mentum on the continent. Chiang’s sup- 
port of the 19th Route Army defending 
Shanghai against the Japanese in 1932 con- 
tradicts General Tsai’s reports. The story 
of the Sian coup is well told. 

While a psychological biographer must 
regard Mr. Tong as naive, and a schcoled 
historian could quarrel with him on many 
scores, for the time being his two volumes 
are indispensable for understanding either 
the two decades of China’s history termi- 
nating with the Sian coup, or the role of 
her recognized leader today. 

Maurice T. Price 

Milwaukee 
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SLOANE, WiLLIAM MILLIGAN. The Life of 
Napoleon Bonaparte. Vol. I: pp. xxii, 
467; Vol. II: pp. x, 527. New York: D. 
Appleton-Century Co., 1939. $7.50. 


Dictators’ careers usually follow much 
the same curve. The dictator rises slowly 
and painfully to power by reason of chaotic 
or otherwise favorable conditions, and by 
his own genius, which is a combination of 
cool calculation and fanatical belief in his 
own destiny. Having reached power, he 
achieves many beneficial reforms for his 
country. He insists on complete and ab- 
solute power for himself, seeking to secure 
it by exiling or cajoling opponents and by 
censorship and lying propaganda, But hav- 
ing risen to the pinnacle of power and be- 
ing no longer checked and disciplined by 
effective opposition, he becomes like a 
spoiled child who has always been allowed 
to have his own way. The cool calculation 
by which he rose gives way to a blind de- 
sire for still greater power, to willful reck- 
lessness, and to foolish adventures which 
finally result in his sudden downfall. 

Napoleon I is the supreme type of such 
a dictator. When Professor Sloane began 
the publication of his monumental biogra- 
phy of the Corsican in the Century Maga- 
zine in the early nineties and issued it in 
four quarto volumes in 1894-96, an opti- 
mistic belief in progress, liberalism, and 
democracy had made the world think that 
the day of the great dictator had gone for- 
ever. There might, to be sure, be duo- 
decimo dictators in some corners of Africa 
or.South America, but never again on a 
wide scale in Europe. But, alas! such op- 
timism was premature. As Hendrik Willem 
Van Loon remarks in his Foreword, “Sub- 
stitute the name of Adolf Hitler for that 
of Napoleon Bonaparte and then you have 
the history of our own times. You must 
of course think in the terms of the year 
1939 and let airplanes do the work of cav- 
alry and introduce certain other modern 
innovations which have since then de- 
stroyed the time and space elements which 
played such a great role in the final des- 
tinies of the French Empire. But, caeteris 
paribus, here is the story of Adolf Hitler.” 

It is therefore commendable on the part 
of the publishers to have reissued inexpen- 
sively Professor Sloane’s thorough study of 
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the extraordinary man who once dominated 
all Europe. The costly original edition was 
profusely and ‘Sumptuously illustrated. Of 
these illustrations some twoscore of the 
best have been retained. The closely 
printed 50-page bibliography is useful as 
far as it goes, but it cites no work, so’ far 
as we have observed, published later than 
1908. Notable, however, and very useful 
is the 172-page index. 
Swney B. Fay 
Harvard University 


MAGYARY, ZOLTÁN. The Industrial State. 
Pp. xi, 203. New York: Thomas Nel- 
son & Sons, 1938. $2.00. 

While hordes of politicians continue to 
think that administrative organizations exist 
primarily to furnish them with jobs and 
services designed to keep a particular set 
of politicians in power, students of govern- 
ment have been wrestling with a problem 
basically more difficult and more inclusive 
than that of the elimination of patronage. 
That problem is: how to create an admin- 
istrative mechanism which will so combine 
organizational structure and selected per- 
sonnel as to make the most efficient instru- 
ment possible for the work of translating 
the public will (general policy embodied in 
law and constitution) into administrative 
action, both regulatory and service in char- 
acter. The need for such an instrument 
has been met in what is called the “bu- 
reaucracy,” which has come into existence 
more as an opportunistic adaptation to a 
situation than as the result of a consciously 
planned construction. The manner of the 
bureaucracy’s growth, the character of its 
organization, the established procedures it 
uses, vary greatly from country to country. 

In this small book Professor Magyary 
has made a critical, evaluative, comparative 
study of the working bureaucracies of the 
leading countries of the Western World, 
giving particular attention to that crucial 
point where power is transferred from the 
political agencies of government to the di- 
rectoral or administrative agencies. He 
first briefly discusses the transformation of 
the state itself (the industrial revolution) 
which has created for the state the same 
need for efficient organization and manage- 
ment that capitalist industry has constantly 


THE ANNALS OF THE AMERICAN ACADEMY 


felt. (Professor Magyary does not mention 
Weber’s notion that modern capitalism is 
characterized by its bureaucratic form of 
organization.) He then discusses the con- 
sequent transformation of public admin- 
istration, giving comparative illustrations 
from various countries. His final section is 
concerned with “The Chief Executive and 
His Auxiliary Agencies,” which is an in- 
teresting comparative commentary, but not 
nearly so advanced analytically as the work 
recently done by Professor Macmahon at 
Columbia. 

For his evaluative standards, Professor 
Magyary takes his point of departure 
chiefly from Frederick W. Taylor’s prin- 
ciples of scientific management, Henri Fay- 
ol’s administrative doctrines, and W. F. 
Willoughby’s studies in administration, 
though many other sources are cited. He 
discusses the organization and functions of 
the army’s general staff, the British Treas- 
ury, and other examples of administrative 
structure and function. He seems to ad- 
mire the American presidential system as 
better suited than the cabinet system for 
maintaining continuity of overhead control. 

Professor Magyary takes the inescapable 
view that good organization and good men 
must go together, and that the top directing 
official is the key factor in the whole situa- 
tion. Unfortunately, like the President’s 
Committee on Administrative Management, 
which conceived of the President as a “na- 
tional manager,” Professor Magyary gives 
us little help on the very knotty problem of 
how to get a competent administrator 
through the kind of political process which 
now furnishes us with presidents. If a 
competent chief executive can be assumed, 
the organization of the administrative ma- 
chinery which he is to direct is a difficult 
but not impossible task. 

Professor Magyary’s treatment is inter- 
esting and stimulative, and a fair introduc- 
tion to the problem. There is no index, and 
no bibliography other than in brief foot- 
notes. 

i Harvey PINNEY 

New York University 


Mermum, Lewis, and Laurence F. 
SÇHMECKEBIER. Reorganization of the 
e National Government—What Does It 
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Involve? Pp. xii, 272. Washington: 

Brookings Institution, 1939. $2.00. 

This attempt to determine what is in- 
volved in the reorganization of the Federal 
Government is divided into two parts, the 
first containing an analysis of the problem 
by Mr. Meriam, the latter, in about sixty 
pages, presenting a brief history of recent 
reorganization efforts, by Mr. Schmecke- 
bier. Three appendices analyze govern- 
mental expenditures, the number of gov- 
ernmental establishments reported in the 
budget, and the “chaos of establishments.” 

The analysis of the problem is built 
around four concepts of reorganization: 
structural reorganization, the curtailment 
of functions and activities, executive con- 
trol of administration, and continuous re- 
organization. The funds available for ex- 
penditure, classified by object, the number 
of establishments, and of employees, are 
presented as constituting the factual back- 
ground of the movement. Of the more 
than $10,000,000,000 expended in 1938, ap- 
proximately half was spent for public 
works, work relief projects, and loans, ad- 
vances, and grants exclusive of administra- 
tive costs. Defense got 10 per cent, in- 
terest on the public debt nearly 10 per cent, 
operation of administrative agencies nearly 
20 per cent, and the remaining 10 per cent 
went for miscellaneous purposes. The 
number of administrative establishments 
existing is either 71, for which Congress 
made funds available for 1939, or 132 if 
certain agencies without appropriation or 
personnel of their own are counted. The 
number of employees in the executive civil 
service of the Federal Government as of 
September 1938 totaled 870,000, of whom 
95 per cent were employed in the ten 
executive departments plus seven other 
agencies, with one exception created since 
1933. The Post Office Department alone 
employed one-third of the total. 

Mr. Meriam rejects the idea that there 
are fundamental principles of administra- 
tive organization, and considers rather nine 
“factors” or standards by which the effec- 
tiveness of any given organization may be 
measured. The emphasis throughout is on 
economy and control rather than on effi- 
ciency. The point of view regarding the 
enlargement of the powers of the Presidente 
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is the same as that shown previously in the 
work done by the Institution for the Byrd 
Committee. While both sides are presented 
in a fair and moderate way, the author 
clearly aligns himself with those who op- 
pose the position formerly taken by the 
Institution and presented so well in the re- 
port of the President’s Committee on Ad- 
ministrative Management. Certainly the 
prestige and influence of the professional 
students of administration is not enhanced 
by the public airing of their differences of 
opinion on fundamental questions. The ac- 
ceptance of the view here presented means 
going back, at least in part, to the kind of 
administrative practice from which we have 
been trying to escape. 

Mr. Schmeckebier presents an excellent 
analysis of the recent history of the re- 
organization movement, beginning with the 
attempt in the Hoover Administration in 
1932. Attempts at reorganization have 
been made periodically for fifty years, and 
a survey of the entire movement might be 
very illuminating. Much of the material 
here presented has appeared from time to 
time in the series of notes on Executive 
Orders on reorganization in the American 
Political Science Review. When the proc- 
ess of reorganization has been completed 
under the legislation recently adopted, and 
when there has been time to observe its 
results, further analysis will be in order. 
In the meantime, this volume will serve a 
useful purpose. 

W. BROOKE GRAVES 

Temple University 


BINGHAM, ALFRED M. Maws Estate. Pp. 
480. New York: W. W. Norton & Co., 
1939. $3.00. 

Mr. Bingham, with winning frankness, 
explains how he came by his economic opin- 
ions. He tells of tutors, travels, and texts 
which have influenced him, and how. His 
mental history is a credit to Mr. Bingham. 
Not that a wantless childhood and youth 
has not many times produced generous phi- 
lanthropists, but that comfort has less often 
been followed by searching analysis of the 
causes of social distress. The New Eng- 
land conscience is apparent on every page. 
The author is determined to be honest with 
himself. He is not willing, in cleaning the 
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room, to sweep the dust under the bureau, 
but tidies every corner and closet. 

The survey presented in this book is 
wide, embracing theoretical systems and 
practical expedients of many countries, and 
showing a lively sense of political and cul- 
tural as well as of more narrowly economic 
forces and consequences. The kernel of it 
is the contention that individual initiative 
and responsibility are being gradually re- 
placed by collective action and guarantee. 
The geographical location of the country 
does not greatly matter. Surprisingly, the 
stage of its economic development is not 
determining. The deliberate intent of its 
rulers does not substantially produce or 
counteract the process. Democracy and 
dictatorship exhibit the same overweening 
tendency. Soviet and fascist state are 
drawn by the same magnet that pulls the 
groping capitalist economies. The prime 
excitant to this change from individualism 
to collectivism is war, which inevitably calls 
for centralized control and planning. War 
demands seduce the reactionary, absolve 
the politician, justify the radical. Selfish 
interest, administrative convenience, ideal- 
istic design, all fall into the same stream. 

The pervasiveness of this drift toward 
collaboration in place of competition makes 
sharp definition impossible and futile. 
Words cannot limit concept, nor can con- 
cept halt change. For the sharply etched 
dry points of many previous writers on the 
world economic scene, Mr. Bingham offers 
instead a wash drawing, necessarily blurred 
in detail but depending for its truth upon 
the arrangement of masses. The: method 
is mature, the result is rewarding. There 
are parts which will displease, probably 
shock, many readers, as, for example, the 
recommendation of concessions which other 
countries must make to the chief totalitar- 
ian states. But the really inquiring reader 
will be informed, not offended, for the argu- 
ment is fair and the author’s recognition of 
the dynamic nature of his material is abun- 
dantly justified. Mr. Bingham has charac- 
teristically given an annotated list of the 
books which have influenced him. It may 
be suggested that he would have drawn 
much from F. E. Lawley’s Growth of Col- 
lective Economy. 

The teacher of political economy will be 
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interested to see in this book and in some 
others like it what a short distance formal 
college instruction conducts a student into 
eager and painstaking scrutiny of present 
posture and future tendency. One feels 
that class discussion and assignment bears 
about the same relation to economic dis- 
covery that a chance introduction of a boy 
to a girl bears to entrancing and exasperat- 
ing romance. However, forget dull work 
on the hull and rejoice in the prosperous 
voyage! 

This book does not try to be deceptively 
easy. It deals faithfully with complicated 
matters. But it has all the simplicity which 
honesty, competent writing, and a generous 
mind can impart. It is more likely to be 
read in ten sittings than in two, but it will 
not be soon forgotten. 

Broapus MITCHELL 

Occidental College 


Wricut, Cart Major. Economic Adapta- 
tion to a Changing World Market. Pp. 
305. Copenhagen: Einar Munksgaard, 
1939. Paper, 8/6 sh.; bound, 10/6 sh. 
This volume is written for the technical 

economist, not for the layman. Under 
modern dynamic conditions, with close de- 
pendence of each national economy upon 
others, there are bound to be efforts by 
each to avoid the unfavorable effects of 
world market oscillations. These efforts 
will be in the direction of (1) intervention 
in, or (2) isolation from, or (3) adapta- 
tion to, the world market. Smaller coun- 
tries are particularly unable to intervene or 
to isolate themselves, and therefore should 
study the best means of adaptation. It is 
fatal for a small country to buttress and 
succor those economic activities which do 
not offer reasonable possibilities of adapta- 
tion. 

If the modern economic world were one 
in which pure competition was dominant, 
with a high degree of mobility of the fac- 
tors of production, state intervention would 
not be needed. But not only are there 
many miscellaneous immobilities; in addi- 
tion, world markets are “honeycombed with 
monopolistic tendencies.” One result is 
that “industry does not work at the most 
effective scale of production but at a scale 
which allows the existence of a large 
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amount of unused capacity.” Hence the 
possibilities of state intervention need to 
be elucidated, and the author undertakes to 
point out the various elements that must 
be considered if a national unit is to “ob- 
tain the greatest possible as well as the 
most stable income through a successful 
combination of an adaptation and a busi- 
ness cycle policy.” 

The analysis is necessarily intricate, and 
no brief comment can do it justice. The 
author rejects state control of prices and 
attempt at control of cartels and monopo- 
lies, but argues in favor of an effort “to 
transfer productive resources to the indus- 
tries which offer possibilities of develop- 
ment.” The greatest difficulty is the lack 
of adequate and reliable data, but he be- 
lieves that “by careful study of the world 
market, pressure applied, not only at the 
right industries but at the right moment in 
the trade cycle, may transfer resources 
from stagnant to developing industries in 
such a way as to yield permanent real bene- 
fit and break down vested interests.” 


ERNEST MINOR PATTERSON 
University of Pennsylvania 


Butss, CHARLES A. The Structure of Man- 
ujacturing Production. Pp. xvi, 231. 
New York: National Bureau of Eco- 
nomic Research, 1939. $2.50. 

This monograph analyzes two phases of 
the structure of American manufacturing 
industry in 1929: allocation of economic 


resources to industries grouped according- 


to type of main product, and interrelation- 
ships among the different factors of produc- 
tion. It indicates the actual proporiions in 
which resources were allocated in 1929 
among manufacturing industries, and not 
how resources should be allocated, or in- 
deed the efficiency with which they were 
allocated. The author has shown ingenuity 
in analyzing the census data and in arriv- 
ing at significant cost and production rela- 
tionships. Elaborate care was taken to 
classify the chief product of each manu- 
facturing industry according to stage of 
fabrication, durability in use, character of 
ultimate use, and chief source of material. 
In addition, the author presents estjmates 
of average hours worked in 1929, by in- 
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dustry. The book will be indispensable 
reference material for students of manu- 
facturing operations. 

The author emphasizes the strategic posi- 
tion of durable goods, which in 1929 re- 
quired approximately half of all man- 
ufacturing resources—somewhat more of 
horsepower and wages, somewhat less of 
salaries and overhead, and considerably less 
of materials. This class of manufactured 
goods is characterized by instability in de- 
mand resulting from the more frequent 
transfers from industry to industry, and by 
comparatively high wage payments per 
worker. 

In the author’s attempt to break down 
the value figures for each industry he ar- 
rives at the conclusion that value added 
by manufacturing probably includes, among 
overhead items, some costs of distribution; 
a reference to volumes of the Census of 
Manufactures indicates that the value fig- - 
ures do in fact include an uncertain amount 
of selling expenses and freight and other 
delivery charges. If possible, a study 
should be made of census records to indi- 
cate the degree to which products are val- 
ued at the factory for census reports on 
different bases and the effect which the in- 
clusion of distribution costs in value added 
has on industrial comparisons, such as the 
author has presented. 

To give meaning to such a cross-section 
view of manufacturing, a study of trends 
would be helpful, or, as the author points 
out, a succession of these “still” studies 
would allow the economic historian to an- 
alyze the significance of changes in struc- 
tural characteristics. As it is, there is no 
definite basis for determining whether cer- 
tain relationships are abnormal. Indeed, 
the year 1929 cannot be taken as a norm. 
The reviewer cannot help being skeptical 
that the characteristics of a manufacturing 
system “are slow to change because of the 
stabilizing influence of human institutions, 
the stability of a slowly altering fund of 
capital and knowledge, and the peculiar and 
unyielding features of particular manufac- 
turing operations.” Would it not be de- 
sirable to analyze the extent to which “the 
more or less persistent attributes of manu- 
facturing operations” change, both secu- 
larly and cyclically? Even census reports 


188 


give numerous comparisons with data for 
previous years. 
GLENN E. MCLAUGHLIN 
Hunter College 


SNIDER, JoserH L, Credit Unions in Mas- 
sachusetts. Pp. 142. Cambridge, Mass.: 
Harvard University Press, 1939. $2.50. 


Here is an interesting, readable, and 
useful little book for those who wish to 
know more about the co-operative savings 
and loan associations known as credit 
unions. 

Professor Snider has confined his investi- 
gations. arid observations to the Common- 
wealth of Massachusetts, but this geo- 
graphic limitation has not handicapped the 
usefulness of his study. Massachusetts 
pioneered in credit union development. In 
1909 it enacted the first credit union en- 
abling act in the United States, and it has 
been the leading credit union state ever 
since. The experience of Massachusetts 
credit unions not only is generally ap- 
plicable to credit unions elsewhere, but, 
because of the longer history in that state, 
may be used to some extent to predict the 
development in other areas. We need more 
such firsthand examinations of data that 
are to be found in our own back yards. 

Professor Snider describes the beginnings 
and growth of credit unions in Massachu- 
setts; examines the record of various types 
of credit unions in order to determine the 
advantages and disadvantages of each; 
compares the quantitative importance of 
credit unions, personal finance companies, 
and banks as sources of consumers’ loans 
in Massachusetts; and analyzes the pros- 
pects for the future growth of credit unions 
in various communities. In an appendix 
he presents elaborate statistical histories of 
certain individual credit unions, taken from 
annual reports of the Commissioner of 
Banks in Massachusetts. Since these data 
were readily available, though in less con- 
venient form, one wishes he had used this 
space to record the supplementary informa- 
tion developed by his investigations which 
would facilitate interpretation of the official 
figures for individual credit unions. 


Roir NUGENT 
Russell Sage Foundation 
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NezreLD, M. R. Personal Finance Comes 
of Age. Pp. ix, 324. New York: Harper 
& Bros., 1939. $3.50. 

This is a scholarly work. It analyzes a 
large amount of new material obtained from 
the personal finance industry itself, from 
reports of regulatory agencies, and from 
special field studies. The exposition is clear 
and the discussion should be interesting to 
all save those to whom business statistics 
are inherently dull. The author has done 
his part in trying to get behind the figures 
so that the reader may visualize the type 
of person who makes use of personal 
finance facilities, and intimately under- 
stand the peculiar problems with which the 
industry is confronted. 

The first of the book’s three parts deals 
with “Social and Legislative Changes.” The 
increasingly favorable attitude of the pub- 
lic towards personal finance institutions is 
attributed first to recognition of the fact 
that consumer borrowing may not be so 
different from pay-as-you-go purchasing as 
is on first analysis indicated. On the con- 
trary, loans to consumers may permit the 
acquirement of a more durable (and per- 
haps worthier) type of good, so that in ex- 
tinguishing the credit, payments have been 
synchronized with utilities derived from 
the possession of the good. Then, in the 
second place, the public has come to see 
that law must recognize the emergency re- 
quirements of nonbusiness borrowers; and, 
third, agencies must be created to prevent 
the diversion of small loans to fraudulent 
and unscrupulous lenders. 

About the only serious criticism of the 
work that can here be offered is that the 
heterogeneous character of these justifica- 
tions is not sufficiently recognized. Take, 
for instance, the discussion of rates which 
licensees should be permitted to charge. If 
the principal objective in sanctioning a 
rate above the usury level is to encourage 
persons with steady incomes to transfer 
purchases to worthier objects of expendi- 
ture, the case for a low maximum rate is 
strong. A high rate will result perhaps in 
the assumption of a large volume of ques- 
tionable risks by the lender, so that worthy 
borrowers are charged more than would be 
necessary if the lender catered to them 
alone. But, on the other hand, if the main 
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purpose is to divert necessitous (emer- 
gency} borrowing from the loan shark, a 
much higher rate may be necessary to bring 
the business within the pale of respecta- 
bility. 

To find a solution to this difficult prob- 
lem of rates, the author seems to argue that 
all we need to do is to interpret experience 
accurately, It is contended that when rates 
have been put below certain levels, personal 
finance companies have been unable to 
function. Drastic reductions in rates have 
led “to the withdrawal of capital invested 
in personal finance in Georgia, New Hamp- 
shire and Tennessee” (p. 52). But other 
factors account for failure or success, as, 
for instance, the number of competing lend- 
ers that are licensed, the compactness of 
the population served, and the type of busi- 
ness that is solicited. It cannot be denied 
that in social regulation values have 
to be weighed against values, and that 
rates that are necessary to maximize 
some benefits may fail to subserve other 
purposes to the utmost extent that is de- 
sired. 

Part II deals with the borrower. In that 
section is contained the book’s discussion 
of the important problem of reposses- 
sions, 

Part III discusses “Personal Finance 
Company Operations.” The reader is here 
provided with information bearing on costs 
and methods of handling loans, means of 
obtaining capital, gross and net earnings of 
operating companies, and the nature of 
lenders’ assets. 

In discussing forms of organization the 
author admits preference for the multi-unit 
company, both because he believes it de- 
sirable to diversify assets over a number 
of states and because he thinks it easier 
under this form of organization to obtain 
sufficient capital and to develop a trained 
and intelligent personnel. 

This opinion may be correct. It is only 
fair to state, however, that the author 
does little to translate his opinion into 
proof. 

It is suggested that in future editions 
somewhat more use be made of material 
obtained from licensing authorities. 

Haror L. Reen 

Cornell University . 
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Gorpon, LELAND J. Economics for Con- 
sumers, Pp. x, 638. New York: Ameri- 
can Book Co., 1939. $3.00. 


In introducing his book Mr. Gordon 
writes: “The dominant fact is the prev- 
alence of waste in current consuming prac- 
tices. The central theme is consumer wel- 
fare. The main objective is to discover and 
point the way toward wise consuming prac- 
tices calculated to promote human welfare.” 
The introductory section—“Do Consum- 
ers Control Production?”—stresses three 
points, namely: People in many cases do 
not know what they want; they cannot 
judge quality or detect fraud; and group 
ideas and aggressive selling are dominant 
factors influencing choice. The second sec- 
tion, entitled “Restrictions on Consumer 
Control,” reiterates the ideas in the intro- 
duction with numerous examples of the in- 
fluence of custom, fashion, emulation, ad- 
vertising, fraud, and deceptive price appeal 
because of failure to recognize quality. 

In the final section Mr. Gordon tackles 
the problem of “What to do about it,” and 
discusses consumer education, budgeting, 
buying, and the possible advantages of 
consumer co-operatives. Separate chapters 
are devoted to the buying of housing, in- 
surance, and investment, and to the impor- 
tance of standards, and more information 
and regulation. 

The author has packed into his book a 
great many technical and general business 
facts which will interest readers in vary- 
ing degrees. In places digressions occur 
which may result in loss of the main theme. 
Thus in the chapter on price appeal, which 
stresses the unreliability of price as a guide 
to quality, there are data on the apportion- 
ment of the consumer’s dollar between 
manufacturer and marketing agents, a dis- 
cussion of octane rating of gasoline, what 
it means, and how much heat energy the 
average motor converts into power in the 
back wheels, and following this is advice as 
to frequency of changing oil. In this and 
certain other chapters one feels that the 
attempt to confine the discussion to the 
three major topics stated above did not 
provide sufficient scope for the facts which 
the writer felt should be presented. 

In concentrating attention on facts which 
consumers should take into account in 
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spending their money and investing their 
savings, relatively little attention is given 
to distribution of money income and scales 
of living by income groups, nor is much 
said of monopoly and various efforts to 
limit competition such as interstate trade 
barriers and chain-store taxation. There is 
a chapter on positive government aids, but 
this includes nothing on free goods in the 
form of schools, parks, roads, and such an 
agency as the Federal Surplus Commodity 
Corporation. 

The book throughout is factual rather 
than analytical. It is written in a simple, 
pleasing style. 

Marcaret G. Rep 


Iowa State College 


Tore, Wrirarp L. (Ed.). Economic 
Problems. in a Changing World. Pp. 
xviii, 820. New York: Farrar & Rine- 
hart, Inc., 1939. $3.75. 


It is rather difficult to characterize this 
volume in a few words. It is far from 
presenting anything like a system. It even 
lacks a homogeneous conception. The col- 
laborators are as different in their person- 
ality as in their scientific approach. More- 
over, the symposium holds an intermediate 
position between a handbook on Applied 
Economics and an introduction into Eco- 
nomic Theory. Some authors, like Ed- 
wards and Berman, chiefly analyze Ameri- 
can institutions and policies and even dis- 
cuss minor details; while others, like Kreps 
and James, indulge in general and some- 
times rather abstract considerations. All 
that we can say is that the book represents 
an imperfect concatenation of articles on 
political economy. In contrast to the 
classical scheme, it runs from demand to 
supply, or, more explicitly, it starts with 
consumer problems, then turns to price 
problems, and only in the middle of the 
work goes on to analyze the factors of 
production, such as management, labor, and 
capital. In the last part of the volume 
there is a discussion of two different issues 
—the interrelations of government and eco- 
nomics and the sociological character of 
conflicts—followed by a brief concluding 
article by the editor, mysteriously entitled 
“The Future.” This sequence, while being 
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unusual, certainly offers some opportunities 
for a realistic approach. 

Readers may object to the principle of 
selection. For example, are recent policies 
in agricultural economics and in the mone- 
tary and business-cycle field so consistent 
and generally approved that we are justified 
in excluding them from a survey on pres- 
ent-day economic problems? Nevertheless, 
the topics dealt with are varied enough to 
fascinate a broad public. 

Corwin D. Edwards’ survey on consumer 
problems (pp. 17-187) is comprehensive 
enough to be published as an individual 
book. He stresses the progress in Ameri- 
can consumer policies and extends his field 
of observation from consumers’ education, 
co-operation, and representation to the pos- 
sibilities of raising the standard of living 
and finally to the Federal public utility and 
housing programs. 

A fine piece of work is offered by T. J. 
Kreps. Whether he deals with market 
prices, business-controlled or government- 
controlled prices, or turns to interregional 
and international prices and the problem 
of price balance, he always summarizes 
modern theories and facts in a simple and 
lucid manner. 

On the contrary, I do not think that E. 
Berman’s contribution on labor problems, 
although one of the lengthiest of the vol- 
ume, should be considered as a piéce de 
résistance. It is too one-sided to be highly 
commended. The author frankly admits 
that in many cases the interest of the work- 
ers may interfere with the interest of other 
groups and classes and of the whole com- 
munity. However, he seems indifferent to 
the paramount problem of adjusting and 
co-ordinating those diverging interests. 
Since he states that class struggle is the 
only way to secure higher incomes for 
labor, he generally commends activities con- 
sidered efficient from the standpoint of 
unionism. The reader may compare the 
superficial appraisal of the sit-down strike 
(pp. 464-67) with the statesmanlike propo- 
sition formulated by the editor, W..L. 
Thorp, in the final chapter: “The problem 
is more and more one of how to preserve 
balance—to prevent the interest of one 
groupe from destroying or at least seri- 
ously damaging the whole” (p. 793). 
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For the beginner, it may be fruitful that 
F. Cyril James (“Some Capital Problems”) 
first embarks on controversies on the na- 
ture of capital and capital formation, al- 
though they have been expounded occa- 
sionally more completely in other text- 
books. I feel more interested in some of 
his considerations on the discrepency of 
saving and investment, chiefly because of 
his reluctance to overestimate the role 
of commercial banks and the function of 
government to maintain and restore an 
equilibrium. 

There is also a more general contribution 
by R. S. Winslow, dealing with “Some 
Problems of Conflict” (pp. 719-82). In 
spite of the interesting character of the 
subject, the study is disappointing in the 
insignificance of its results. Probably the 
author, in analyzing so many conflicts, was 
not aware that a “conflict” existed, too, be- 
tween a general sociological system, to 
which he was eager to expand his investi- 
gation, and the small space of sixty pages 
granted to his article. However, we some- 
times meet with illuminating remarks, e.g., 
on strategy and tactics of the economic con- 
flict. 

Fritz KARL MANN 

American University 


THOMPSON, CHARLES MANFRED, and FRED 
MITCHELL Jones. Economic Develop- 
ment of the United States. Pp. xiii, 794. 
New York: The Macmillan Co., 1939. 
$3.50. 

This book begins at the right point, is 
well written, and gives promise of a fresh 
treatment of the subject. The chapter on 
Mercantilism, for example, not only is 
clear but also presents an evaluation in the 
light of contemporary events. Likewise, 
the discussion of economic causes of the 
Revolution is excellent. If we may say 
that one function of economic history is 
to provide a knowledge of American origins 
and developments which will render the 
student tolerant and therefore better able 
as a citizen to form opinions and to take 
positions on contemporary politico-eco- 
nomic questions, these authors are success- 
ful in the first part of their book. 

But the high standard set in Part I is 
not maintained. The authors’ descriptign 
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of the transition from Confederation to 
Constitution is unsatisfactory. There is no 
account of the conflict of economic interests 
in the Constitutional Convention, or of the 
ratification struggle. The stories of Hamil- 
ton’s insistence on debt payment and of 
Jefferson’s purchase of Louisiana will leave 
a reader not otherwise informed naive con- 
cerning his country’s early history. This 
raises a question as to where and how to 
separate political, military, economic, and 
social history. It raises also a question as 
to who should write economic history; the 
historian is prone to emphasize detail and 
bog down on economic interpretation, while 
the economist is likely to take a sweeping 
overview of history with too much detail 
on economic facts. There is a question also 
as to organization of material. The authors 
have abandoned the usual topical treat- 
ment. This leads them into the frequent 
error of slurring over too much. Under the 
heading of the westward movement (Chap- 
ter 12), the following topics are included 
in sixteen pages: Federal land policy; terri- 
torial expansion; organization of states, 
without reference to the slavery struggle; 
and early transportation, including canals, 
turnpikes, and the Baltimore and Ohio Rail- 
road. In Chapter 20 railroads are men- 
tioned again, one page being devoted to 
generalization about the Interstate Com- 
merce Act, with no account of the attempts 
of states to regulate railroads. The same 
criticism applies to Chapters 25 and 32, 
which treat railroads without describing 
Federal subsidies to western roads, without 
analyzing legal interpretations of the Inter- 
state Commerce Act, and without discus- 
sing Federal operation of railroads. Enough 
has been -said to indicate that the method 
selected to present the material leads to in- 
completeness and repetition. 

Where should an economic history of the 
United States terminate? The authors 
carry their story to 1939 instead of stop- 
ping at an earlier date. This seems unwise, 
for historical perspective is lacking, and 
most of their recent material is included 
more fully in economics problems texts. 

Of 769 pages, 525 are devoted to text, 
with 244 pages at the back of the book used 
for selected readings from contemporaries. 
The problem of selecting readings is diffi- 
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cult, but it seems to this reviewer that ‘at 
least half of those included could have been 
omitted without loss. In fact, the book 
would have been strengthened had those 
pages been used for more complete treat- 
ment of certain topics. Likewise, most of 
the space used for photographs might have 
been used to greater advantage in print. 

LELAND J., GORDON 

Denison University 


Kemp, H. R. (Ed.). Canadian Marketing 
Problems. Pp. vii, 152. Chicago: Uni- 
versity of Chicago Press, 1939. $2.50. 
To one who first visited Canada on 

“farmers’ excursion rates,” slept in sod 

houses and farmed, if only by proxy in 

Saskatchewan, the ten essays contributed 

to this volume by academicians and practi- 

tioners of marketing present a contrasting 
picture in historic perspective. The mate- 
rial was selected from a series of lectures 
given at the University of Toronto under 
the joint auspices of the Department of 

Political Economy and the Advertising and 

Sales Club of Toronto. 

Special marketing problems arise in Can- 
ada because of the sparsity of population 
in comparison with that of the United 
States, the distance to be covered, and the 
great fluctuation in purchasing power of 
important sections of the population de- 
pendent upon the demand of primary prod- 
ucts. Nearly one-third of all goods pro- 
duced in Canada are destined for export. 
The great staples of Canadian life are first, 
wheat, pulp and paper, and the nonferrous 
metals, and in secondary rank, lumber and 
fish. The whole Canadian economy re- 
sponds to the fluctuations of these com- 
modities and industries. Collectively they 
represent 70 per cent of the total exports. 

With a population of little more than ten 
million, 32 per cent live on farms, and 46 
per cent in rural areas. Agriculture ac- 
counts for 29 per cent of the population 
gainfully employed, in contrast to 16 per 
cent in the manufacturing industries. In 
1935 the value of agricultural products was 
only 26 per cent of the 2.4-billion-dollar in- 
come, contrasted with 40 per cent received 
from manufacturing. The change from a 
wheat economy to the new economy has 
not only produced shifts in the balance of 
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, political and economical power in Confed- 


eration, but it is noticeably producing an- 
other shift in the balance of power within 
the industrialized East. A personal ob- 
servation from experiences in domestic 
marketing likens the Montreal influence to 
the neck of a tortoise: when crops are good 
in the western provinces the marketing neck 
is extended for profitable food in the farm- 
ing areas, but it is quickly withdrawn into a 
protective shell of eastern capitalists when 
drought, hard times, and low wheat prices 
prevail. 

Few of the essays break new ground in 
the interpretation of Canadian conditions. 
Some of the essays clarify and relate the 
problem particularly to Canada. Professor 
K. W. Taylor, of McMaster University, 
gives a clear picture of the commercial pol- 
icy in Canada; Mr. Herbert Marshall, of 
the Dominion Bureau of Statistics, presents 
factual data on marketing policies; Mr. 
John Martin, advertising manager of the 
Massey-Harris Company, Toronto, real- 
istically details the farm market; and 
Professor J. E. Lattimer, of Macdonald 
College, has interpreted the rise of co- 
operative marketing with a statistical study 
based upon inequality of bargaining power. 
Other essays, on marketing Canadian goods 
abroad, retailing, merchandising, advertis- 
ing, resale price maintenance, and the pric- 
ing policy, indicate a similarity of market- 
ing problems to those of the United States. 
Entirely neglected is the French-Canadian 
market and experiences with the Natural 
Products Marketing Act of the Dominion. 


Howarp T. HovpE 


University of Pennsylvania 


BrITNELL, G. E. The Wheat Economy. 
Pp. xvii, 259. Chicago: University of 
Chicago Press, 1939. $2.50. 

The Editor’s Preface to this book says: 
“This work is part of an extended project 
carried out by the Canadian Institute of 
International Affairs in co-operation with 
the Institute of Pacific Affairs on standards 
of living in Canada.” It is published as 
the fourth in the Political Economy Series 
of the University of Toronto. 

The study deals with certain aspects of 
the economic history of Saskatchewan. It 
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depicts the spectacular rise of wheat pro- 
duction in the Province and of the accom- 
panying rural and urban economy. It then 
portrays the tragic decline from the war- 
time prosperity of this principal industry 
to the present position of near bankruptcy, 
economical and social. The picture of pres- 
ent conditions in Saskatchewan is brutally 
realistic, but not either pleasant or promis- 
ing. 

The rise to prosperity in the Province 
resulted almost entirely from the success- 
ful production and sale of wheat. It oc- 
curred during the era of rapid net increase 
in world population and the opening of new 
lands for the extensive types of agriculture 
such as wool and wheat production. On 
the North American Continent these move- 
ments were accompanied by an intensifica- 
tion of agriculture in the United States 
middle west. Minnesota, for example, gave 
way to diversified farming with special em- 
phasis upon the production of hogs and 
dairy products. This in turn resulted in 
an increased total prosperity for Minnesota 
agriculture and also in a better market for 
the wheat produced in the areas to the west 
and north of Minnesota. The top of the 
demand for wheat from Saskatchewan came 
in connection with the World War and its 
accompanying disappearance of the Rus- 
sian and European supplies of wheat. 

The fall in the demand for wheat came 
with the end of the war, the agricultural 
recovery in Russia, the growth of European 
nationalism, and, perhaps most important 
of all, the end of the era of rapid growth 
in world population. 

The question now confronting Saskatche- 
wan is primarily whether or not the Prov- 
ince can readjust to the production of other 
things. I have already suggested Minne- 
sota as readjusting with some degree of 
success during the period from one to three 
decades ago. 

In connection with this question it is in- 
teresting to note that American periodicals 
are at present carrying a conspicuous num- 
ber of articles on The New Frontier. Note, 
as an example, the series announced and 
started in the September issue of Fortune. 
The hope for Saskatchewan must lie in the 
area of The New Frontier, and the question 


to which this study under review gives no , 
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answer is whether such frontiers are mirage 
or reality. 
Roanp S. VAILE 
University of Minnesota 


ScHUHL, Prerre-Maxime. Machinisme et 
philosophie. Pp. 109. Paris: Librairie 
Felix Alcan, 1938. 12 frs, 

The author of the outstanding mono- 
graph on the development of Greek men- 
tality within its social-cultural setting has 
here contributed an essay on the general 
topic of “machinism” and philosophy. He 
begins with a historical survey of the con- 
trast between the “liberal arts” and the 
“mechanic arts,” but says nothing that has 
not already been said better by an almost 
interminable series of writers. He then 
swings over into an analysis of the de- 
velopment of “The Mechanical Mentality,” 
but here again the expectations raised by 
the section title are not met. Borkenau 
and Groethuysen, to name no others, have 
done a far better job, even when we recog- 
nize the handicap of limited space imposed 
upon Schuhl. There follow sketches of the 
rise of large-scale industry, particularly in 
Great Britain, and some discussion of the 
effect of the machine in transforming wages 
into dividends. In the estimation of the 
reviewer, the point last mentioned is the 
only one with regard to which Schuhl really 
says anything noteworthy. He restates 
with great force the arguments of those 
who maintain that there has been and is 
genuine technological unemployment. Hav- 
ing done this, however, he winds up on a 
mild “what shall we do?” note, proposing 
nothing, and not even maintaining an ac- 
tivist mood. The net effect is that of an 
erudite man-about-town who concludes his 
eloquent and charmingly phrased café ora- 
tion with a shoulder shrug and expressively 
up-turned eyes. 

Howard BECKER 

University of Wisconsin 


BERNAL, J. D. The Social Function of Sci- 
ence. Pp. xvi, 482. New York: The 
Macmillan Co., 1939. $3.50. 

The admiration for scientific and tech- 
nological developments, which played such 
an important role in the last century, has 
gradually given way to misgivings with re- 
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gard to the ultimate fruits of these develop- 
ments. Much of this feeling has been 
turned into subconscious longing for the 
comparative peace of past ages, and lately 
there have been prominent thinkers who 
have seriously raised the question whether 
a moratorium on scientific advance would 
not be of benefit to modern society. 
Whether or not we agree with the con- 
clusion that the major problems of today 
are the direct result of scientific advance, 
a review of the social function of science 
is certainly a timely undertaking. 

In the present treatise the author has 
brought together an impressive array of 
important facts on this subject. The vast- 
ness of the subject matter itself makes such 
an undertaking formidable. The very or- 
ganization of the subject is a problem in 
itself, for which there is naturally no 
unique solution. The author has chosen to 
assign eight of the sixteen chapters to the 
thesis “what science does,” and the remain- 
der to “what science could do.” 

The first section is by far the more inter- 
esting, in spite of the fact that it is in- 
tended to be merely a preamble to the sec- 
ond and major section. After a rapid and 
forceful chapter on the historical develop- 
ment of scientific thought, the author re- 
views the existing organization of scientific 
research in Great Britain, the position of 
science in education, the efficiency of scien- 
tific research, the application of science, 
science and war, and international science. 
In the last chapter the modern phenomenon 
of nationally co-ordinated science is dis- 
cussed at considerable length. The prosti- 
tution, for national ends, of scientific 
thought in Fascist Italy and Nazi Germany 
is properly denounced, but it is difficult to 
follow the author’s unmitigated admiration 
for parallel developments in the U. S. S. R. 
Here, as throughout the book, the position 
of Soviet science is held up as the guiding 
light by which less advanced nations may 
safely proceed. 

In the second part the discussion covers 
the training of the scientist, the reorganiza- 
tion of research, scientific communication, 
the finance of science, the strategy of sci- 
entific advance, science in the service of 
man, science and social transformation, and 
the social function of science. Much of, 
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this material is obvious and, on account of 
the enormous range of subject, somewhat 
diffuse. The underlying thought is to sug- 
gest remedies for the glaring mistakes of 
modern society by a deeper appreciation of 
rational thought, particularly in the social 
sciences. 

It is difficult for anybody but a living 
encyclopedia to check the general accuracy 
of the data presented. The presentation is 
excellent, however, and the bibliographical 
notes at the end of each chapter, as well 
as several appendices at the end of the 
book, give generally clear information with 
respect to the sources. Some of the data 
in Chapter XIV are open to doubt. The 
figures on coal consumption (page 363) in 
the production of electric power appear to 
be erroneous. The figures stated would at 
least make sense if they expressed the coal 
consumption in pounds per unit of elec- 
tricity, instead of tons per thousand units. 
But even then it is obvious that the figure 
of .7, given as the mean coal consumption 
for England in 1934, is too low. 

Such errors do not, however, fundamen- 
tally impair the value of the book. It 
inspires a faith in the value to humanity of 
unselfish search for truth in the solution of 
its problems, which today more than ever 
is sorely needed. 


C. RICHARD SODERBERG 


Massachusetts Institute of Technology 


Nocaro, BERTRAND. La méthode de Péco- 
nomie politique. Pp. vi, 275. Paris: 
Librairie Générale de Droit et de Juris- 
prudence, 1939. 

As one more or less expects from a 
French author, Professor Nogaro’s book is 
written in a felicitous and entertaining 
style. Itis true that what the French boast 
of as “clarity” is often at bottom a “dis- 
arming” manner, and to some extent this 
is true in the present case. But in any 
event, a competent reader of the book will 
be agreeably and undogmatically made 
aware of the main issues in economic meth- 
odology, with the more important pros and 
cons on each. Mention should be made of 
the value of the footnotes, which quote 
geperously and not only show the wide 
reading of the author, but also to some 
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extent introduce the reader to the literature 
of scientific method. Outstanding among 
the main issues referred to are (a) the 
methodological relation or contrast between 
economics as a social science and the nat- 
ural sciences, and (b) the controversy over 
deductive versus inductive method. Chap- 
ter III on “Causality and Laws” has seemed 
to the reviewer the most interesting and 
educative of the seven in the book. 

The author’s general position is fairly 
indicated by a section heading on p. 121— 
“The Necessity of Reacting Against the 
Deductive Spirit.” This will naturally sug- 
gest the position of Simiand (Le méthode 
positive en science economique), and the 
familiar fact that French social scientists 
are in general adherents of some form of 
positivism. Nogaro repeatedly insists upon 
the necessity of recognizing that economics, 
as a social science, must be founded upon 
history and must consistently seek for the 
principle of interconnection in events, and 
find the basis of its laws, in the purposive 
acts of human beings (see especially pp. 
107-8, also pp. 7, 73). At the same time, 
the reviewer (a believer in the “classical” 
position as “fundamental”) finds what the 
author says on this topic affected by the 
usual positivistic misconceptions. On page 
112 we read (in italics) that the classical 
schema (oi value theory based on marginal 
utility) “does not correspond to the reality 
which is to be explained,—and consequently 
such a theory, so far from constituting a 
scientific explanation can only be an intel- 
lectual exercise.” This seems to the re- 
viewer quite definitely to disregard, if not 
the necessary limitations of any highly gen- 
eral theory in any field, at least those of a 
general theory of economic behavior which 
will fulfill the author’s own requirement of 
getting back of the phenomena to pur- 
posive human motivation. If utility curves 
in some form do not picture reality, it is 
impossible to treat economic motivation as 
a reality at all, and the economist woulc be 
remanded to crude behavioristic positivism, 
or empiricism, of commodity-and-price sta- 
tistics. 

An outstanding feature of the book is 
the extended consideration of examples, 
which are largely taken from the field of 
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much improved by addition of a good in- 
dex, which is entirely wanting. 


Frank H. KNIGHT 
University of Chicago 


Mayers, Lewis. Introduction to the Law 
of Business Corporations. Pp.213. New 
York: Longmans, Green and Co., 1939. 
$1.00. 

KIMBALL, Mito. Principles of Corporate 
Finance. Pp. ix, 306. New York: Long- 
mans, Green and Co., 1939. $1.00. 

GROSSMAN, Leroy WHITNEY. Investment 
Principles and Practice. Pp. x, 266. 
New York: Longmans, Green and Co., 
1939. $1.00. 


These three blocks are part of a series 
on American Business Fundamentals de- 
scribed by the editor as “a series of practi- 
cal texts giving, in books of small compass, 
the distilled essence of the subject. Em- 
phasis is laid on important principles, and 
only so much detail is presented as may be 
necessary to illustrate them and suggest a 
method of approach to the daily problems 
of commerce, industry and finance. The 
series meets the needs of readers who want 
perspective rather than elaboration.” 

The first of the three—Mayers’ Law of 
Business Corporations—accomplishes the 
major purpose set forth above by the 
editor. The first three chapters deal with 
the function of the corporation, answer 
briefly the question, What is a corporation, 
and trace the development of American 
corporation law. The next five chapters 
develop the principles of corporate organ- 
ization and control. Chapter IX, the long- 
est in the book, is entitled “Problems in 
Corporate Management.” In this chapter 
are considered a number of unrelated ques- 
tions, some of which might well have been 
discussed in other chapters, The last six 
chapters consider special corporate prob- 
lems also, Among the topics discussed are 
transactions with directors, the corporation 
in court, and the corporation in insolvency. 
The last chapter, on liability of stockhold- 
ers, seems to have been the result of an 
afterthought, since it is added even after 
insolvency is discussed. Its contents prob- 
ably would have fitted better as a part of 


monetary theory. The book would be , Chapter VII. 
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The ‘author's approach to his subject is 
that of the lawyer who understands some- 
thing of business policies. The book should 
be of interest to both students of business 
and lawyers, particularly if the latter are 
not corporation lawyers and need only 
“perspective and not elaboration.” 

Kimball’s Corporate Finance starts with 
a brief chapter on finance—public, private, 
corporate, and noncorporate. The author 
devotes one chapter to a definition of the 
corporation and one to corporate organiza- 
tion and control. Thereafter he deals in 
his last nineteen chapters with the financial 
problems of the corporation from its birth 
to its death. The pattern followed is that 
most commonly used by textbooks on the 
subject. 

Throughout this text the author has 
strictly adhered to the limitations which 
he set for himself in his first chapter when 
he stated: “Corporate finance is not a com- 
plete philosophy of the corporation. ... It 
should be unnecessary to remind the reader 


‘that the object of our study of corporate 


finance is not to advocate the present or 
any other financial system.” The point of 
approach in this text is that of the class- 
room instructor who considers his job fin- 
ished when he explains existing practices. 
The reformer who is seeking a solution for 
troublesome corporate problems will find 
little assistance in this text. Indeed, unless 
he is already convinced of the presence of 
such problems, he may doubt their exist- 
ence after reading Kimball. For the reader 
not interested in reform and not particu- 
larly concerned with changing existing cor- 
porate practices, this book is a readable, 
descriptive text, singularly free from errors. 

Grossman’s Investment Principles and 
Practice is divided into four parts. Part 
I—one chapter only—deals with definitions 
of savings, capital, and investment. Part 
TI—eight chapters—deals with investment 
media, limited to stocks and bonds. Part 
III devotes one chapter each to investment 


‘policies of individuals, banks, insurance 


companies, and trustees. Part IV—nine 
chapters—discusses investment procedure. 

The scope of this text is stated in the 
first chapter in the following definition: 
“Investment, in this work, has to do with 
the transferring of one’s capital—accumu- 
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lated savings—to a corporation or govern- 
ment in return for an agreed-upon or rea- 
sonably assured monetary consideration.” 

Even with this limitation, the author has a 
more difficult task than that of either Kim- 
ball or Mayers. While the latter two can 
depend upon description, Grossman tries to 
set standards for discrimination and action. 
Perhaps that difference in objective ac- 
counts, at least in part, for the reader’s 
disappointment at some of the conclusions. 

Although raising serious questions about 
the investment status of preferred stock, 
the author concludes as follows about com- 
mon stock: “If the company has enjoyed a 
long period of profitable business, if its 
finances are sound, if the dividend rate and 
record are satisfactory and if the stock can 
be bought at a price representing capitaliza- 
tion of earnings at a reasonable rate, such a 
purchase would qualify as an investment 
operation” (pp. 105-6). Here, as else- 
where in this book, the author is consistent 
in his broad conception of investment as a 
matter of agreement between the buyers 
of a stock or bond and the corporation 
which issues it. 

Some other conclusions are a bit start- 
ling to students of finance and accounting. 
For example, on page 109 appears this 
statement: “Payment of a stock dividend 
has the same effect as a distribution in 
cash and subsequent sale of additional 
stock, the only difference being in the 
method of accomplishing the same result.” 
Undoubtedly many would not agree that 
the method is the “only difference.” It is 
interesting to note that the author believes 
that banks (p. 127) and insurance com- 
panies (p. 141) “have no interest” in the 
purchasing power of money. Other illus- 
trations could be cited to indicate that in- 
formed readers of this text will find op- 
portunities for disappointment that the 
author’s experience in the bond business did 
not lead him to more carefully weighed 
conclusions. 

All three of these texts are well edited. 
The reader will find the index, the ques- 
tions, the bibliography, and the cross-ref- 
erence table useful in studying each text. 


Henry E. HOAGLAND 
Ohio State University 
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SPENGLER, Epwin H., and Jacos KLEIN. 
Introduction to Business, 2nd Ed. Pp. 
xvi, 786. New York: McGraw-Hill Book 
Co., 1939. $4.00. 

Although the second edition of this gen- 
eral text remains essentially the same as 
the first edition with respect to content, 
character, and volume, there have been a 
number of changes, chiefly organizational 
in character, worthy of mention. In the 
first place, the introductory section of the 
first edition (Part I—Preliminary Survey 
and Tools of Inquiry) has been abandoned, 
most of the materials having been placed 
more appropriately throughout the book. 
Topics such as accounting and statistics, 
formerly treated in the introductory sec- 
tion, are now placed where the need for 
them arises. The new edition uses a direct 
approach to business problems, opening 
with a chapter on Organizing a Business. 
Second, the new edition contains no one 
section devoted to production problems. 
A single chapter on Control of Production 
Processes appears in a new section (Part 
II-—-Managerial Control Policies and Prob- 
lems), together with chapters on Quanti- 
tative Guides to Management, Sources of 
Information to Management, and Purchase 
and Maintenance of Materials. A third 
major change is in the concentration (in a 
separate section) of materials on risk, bank- 
ruptcy, and readjustment, which had been 
scattered throughout the first edition. 
Fourth, there appears a new section 
(though most of the material appeared in 
the earlier edition) on Consolidation and 
Co-ordination, in which topics such as busi- 
ness combinations, association and co-op- 
eration, and industrial and economic plan- 
ning are treated. 

Aside from these major changes in or- 
ganization, the new edition appears to be 
largely a result of consolidation and re- 
arrangement into fewer chapters of the 
topics discussed in the first edition. For 
_ example, two chapters (Commodity Ex- 
changes in the Price System, and Factors 
Affecting the Price of Staples) in Part VI 
of the first edition haye been consolidated 
in one chapter in the new edition. Like- 
wise, the last four chapters in Part VIII 
(Tax Calculations and Problems) have 
been consolidated in two chapters in the 
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second edition. The net result of the con- 
solidation has been the reduction in the 
total number of chapters from fifty-eight 
to forty. The number of pages of text 
material has been reduced slightly, from 
784 to 746. 

Although the impressions of a person 
who has not had class experience with a 
text are none too reliable, two or three of 
the reviewer’s impressions will be recorded. 
(1) There is an unfortunate division of 
some of the materials. For example, a part 
of the subject of finance appears in Part I 
of the new edition, the remaining part in 
Part VI. (2) A few important topics are 
slighted. The subject of consumer co- 
operatives, for example, is altogether neg- 
lected. (3) The treatment given to some 
of the more significant developments since 
1935 is inadequate. This seems especially 
true of the treatment given the Congress of 
Industrial Organizations. 

On the whole, the new edition remains a 
well-written text and offers a good many 
improvements over the old. The chapter 
and appendix on sources of information to 
management are very worth while. 

CLEON O. SWAYZEE 

University of Nebraska 


PEARCE, CHARLES ALBERT. NRA Trade 
Practice Programs. Pp. ix, 225. New 
York: Columbia University Press, 1939. 
$2.75. 


Perhaps the title of this book suggests 
that it is “just another one of those books 
on N.R.A.” While Mr. Pearce writes about 
N.R.A., he is primarily interested in what 
is happening to competition in modern 
business, particularly as a result of the 
competitive policies of business men. This 
book is different from other analyses of 
N.R.A. in that the author throughout treats 
the subject of group action found in N.R.A. 
codes as a problem of sharing existing or 
potential markets among the individual 
business units. No attempt is made to 
evaluate N.R.A. from the standpoints of 
purchasing power, recovery, labor, and ad- 
ministration. 

In the absence of group control, conceal- 
ment of prices and uncertainty as to the 
results of individual price policies will lead 

«to prices lower than the optimum or equi- 
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librium prices. Therefore business men 
attempt to achieve collective control over 
prices, or in other ways to develop immu- 
nity from price competition. Competition 
is avoided also by product differentiation 
and some types of sales promotion. The 
general argument is a familiar one. Mr. 
.Pearce presents the contribution of N.R.A. 
code provisions and administration to this 
competitive scene through control of 
prices, production, and unfair trade prac- 
tices, 

In the discussion of price competition 
with its wide variety of policies intricately 
connected with production and non-price 
selling policies, we are reminded of the 
difficulty of applying any value theory. 
Furthermore, though we may favor it in 
principle, we almost despair of effective 
control of destructive competition, either 
of the type generated by the nature of 
modern industry itself or of the malicious 
type, the aim of which, all too frequently, 
is monopolistic control. Yet, the author 
concludes: “From the standpoint of public 
policy, it should be recognized that in- 
dustry’s movement to control destructive 
competition is too elemental to be pre- 
vented by governmental fiat. And it may 
be questioned whether it is always wise to 
discourage this movement. . . . There per- 
haps is less need for concern about industry 
programs to suppress unfair practices. 
These programs will be less effective than 
those directed against destructive competi- 
tion, because they always encounter sub- 
stantial opposition within the industry.” 

It may be said that in his discussions and 
conclusions, Mr. Pearce has given too little 
weight to monopolistic elements and tend- 
encies. But it cannot be denied that he 
has presented a fair picture of the retreat 
from destructive competition. 

The discussion is well supported by ref- 
erence to official documents and to the 
N.R.A. Work Materials series. Many in- 
teresting illustrations of actual business and 
administrative situations are presented, 
though it is to be regretted that such illus- 
trations are not so numerous in the chapter 
on price controls. There are detailed ex- 
planations of the retail tire situation (in- 
volving chiefly Goodyear and Sears Roe- 
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with cut-rate stores). Both discussion and 
illustration owe much to Mr. Pearce’s ex- 
perience in the N.R.A. Research and Plan- 
ning Division. 

There are, as appendices, a classification 
of trade rules in N.R.A. codes and a com- 
ment on N.R.A. wage and hour provisions 
(as trade rules). There also are a good 
bibliography and a full index. 

Howard M. Tear, JR. 

Haverford College 


GILMAN, STEPHEN. Accounting Concepts 
of Profit. Pp. xv, 635. New York: 
Ronald Press Co., 1939. $5.00. 

The author states with much accuracy 
that the justification for his book “is to 
be found in the history of the past half- 
dozen years which have witnessed a shift 
in accounting emphasis from the balance 
sheet to the profit and loss viewpoint,” at- 
tributable to the “awakened interest in the 
investor’s viewpoint” as a most important 
force, 

This book was written primarily for the 
“accountant in search of accounting ‘prin- 
ciples’ articulating with present-day prac- 
tice” and for those “with a collateral in- 
terest in accounting problems, particularly 
lawyers, engineers, economists, statisticians, 
credit men, investors, and business man- 
agers.” 

Accounting practices are being challenged 
by both informed and uninformed critics— 
the motives of some being laudatory. This 
in itself would be a sufficient justification 
for this timely treatise. 

The sequential pattern of the book is as 
follows: Accounting Conventions; Doc- 
trines, Rules and Principles; Classification; 
Expenditures and Income; Inventories; 
Fixed Assets; Profit and Loss Statement; 
and Summary. 

The impact of law, especially income-tax 
law, business and economic influences or 
accounting is succinctly stated. The fre- 
quent and sometimes pernicious effect of 
tax laws on profit determination and profit 
distortion is made vivid. 

The author is a bit dubious about the 
existence of many accounting “principles,” 
so-called, but one has the decided feeling as 
he reads that in this respect the author is 


buck) and the retail drug trade (concerned not a hypercritic but a realist. He does 
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state and comment on various “principles 


of accounting” that have been enunciated. - 


At the heart of the presentation are three 
accounting conventions: the entity (not 
proprietorship) convention, the valuation 
convention, and the accounting period con- 
vention. 

To a certain extent the book is more 
descriptive than definitive, although there 
are notable exceptions, especially in the 
salty and penetrating castigation of the 
“cost-or-market,-whichever-is-lower” rule of 
inventory valuation. 

The entire book is no “scissors-and- 
paste” performance, despite the fact that 
it is replete with judicious selections from 
other writers—all germane—to whom the 


author generously accords credit. The 
book is excellently annotated. 
Standard costs receive treatment. Here 


is a sample: “Recognition of the possibility 
of profit distortion inherent in standard 
costs is the best insurance against decep- 
tive annual reports. The undeniable value 
of standard cost accounting seems to justify 
the modification of academic rules, tradi- 
tional viewpoints, and strict accounting the- 
ory” (p. 391). 

Why leave the word “seems” in the fore- 
going? Standard costs made their appear- 
ance mainly because of the limitations of 
historical costs in their usefulness to man- 
agement. Their rapid growth as a vehicle 
for managerial control is a glowing testi- 
monial to their effectiveness, and also to 
the impotence of costs as mere historicity. 

Elsewhere the author states: “As Can- 
ning has so truly remarked: the term 
“standard cost’ is a grievous misnomer. 
Whatever may be the true character of the 
things called by that name, they are cer- 
tainly not ‘costs.’ ” 

While some use the term “cost stand- 
ards” as preferable to “standard costs,” 
since when has the word “cost” been a uni- 
form and rigid concept even in “actual” 
cost accounting? Is depreciation always an 
actual cost? Experience of those with cost 
codes under the N.R.A. conclusively dem- 
onstrated that even actual costs were far 
from meaning the same thing in different 
enterprises. Historical costs are far from 
perfect, as Gilman has so cogently brought 
out in his volume. 


. 
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One wishes that the author had paid 
some attention to the contention of some 
cost men and management engineers that 
standard costs are the only “true” costs; 
otherwise the author’s treatment of inven- 
tory charges, credits and valuation is rather 
inclusive. 

The author has little respect for the 
last-in, first-out, and normal or base stock 
methods, despite their high sanction. This 
reviewer assumes that he is familiar with 
the Endicott-Johnson method of showing 
all inventories in the main body of the 
balance sheet with a footnote reference to 
normal inventories carried at base stock 
prices; and a reserve on liability side to 
bring only the portion of the inventory 
known as normal down to the base or fixed 
prices shown as footnote on the asset side 
of the balance sheet. Does this not give 
full disclosure of material facts with the 
exception that the cost valuation of inven- 
tory is not shown where the market valu- 
ation is lower? 

The author does not formulate a rigid 
definition of accounting profit. Instead, he 
seeks by description more than definition to 
deposit in the reader’s mind the fact that 
the concepts of profits are diverse. He has 
succeeded admirably. His book, in the re- 
viewer’s opinion, will hold a high standing 
as one of the most scholarly and valuable 
books in our time; but only an accom- 
plished student of accounting can extract 
the most out of it. It is not a book for 
novices. 

This reviewer does not believe that ac- 
counting is a mere recording of historical 
costs, income, and valuations, important as 
these are. Critics of accounting should 
bear in mind that accounting has many 
purposes and uses. 

Some of the limitations of accounting 
are “inherent in its functional design.” Ac- 
counting as a technique and as a tool for 
management is no better than the men who 
record, interpret, and use accounting data. 


CHARLES REITELL 
New York, N. Y. 


Cayton, Horace R., and Gerorce S. 
MITCHELL. Black Workers and the New 
Unions. Pp. xviii, 473. Chapel Hill: 


200 


University of North Carolina Press, 1939. 

$4.00. 

A few years ago Sterling Spero and 
Abram Harris placed students of American 
labor problems under heavy obligation when 
they prepared their brilliant book on The 
Black Worker, Published in 1931, it per- 
force is subject now to a serious deficiency: 
the succeeding years have witnessed the 
most profound changes in labor sentiment 
and general economic relationships in our 
history. Mr. Cayton and Mr. Mitchell 
have repaired this deficiency. They set 
themselves the extremely difficult task, first, 
of discovering what had happened in these 
years to Negroes in industry and the labor 
movement; second, of assessing the mean- 
ing of these facts for Negroes, white work- 
ers, and the economy resting upon their 
toil. Let it be said at once that their task 
has been discharged in a thoroughly schol- 
arly fashion. Here are shown patience, 
wide knowledge, absence of all easy bias, 
and a fine sense of responsibility to their 
colleagues and the society in which they 
live. 

Three industries were studied: steel, 
packing, and railway shops. One Southern 
district—Birmingham—was placed under 


special scrutiny. The facts on employee | 


population, occupational distribution, racial 
proportions, earnings, and so forth, are as- 
sembled as completely as sources permit. 
Industrial relations are reviewed, in each 
case against the background of the past 
forty years. Union history is in every in- 
stance amply incorporated. The black 
worker then is studied in his special rela- 
tionship to this complicated pattern. 

It is well known, of course, that Negro 
migration from farm to town and from 
South to North has been going on crescendo 
for many years, and that the exigencies of 
the World War and the industrial boom 
and farm depression of the twenties sharply 
accentuated these trends. It is known, too, 
that this Negro infiltration into industry 
and the North was facilitated by employers’ 
determination to resist unionism. Negroes 
were easy strike insurance. They were cal- 
lously used as such again and again. The 
deep emotional prejudice of white workers 
against the blacks was manipulated to the 
end of sowing disunity in their collective 
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ranks. Negroes were thus insurance against 
«unionism, too. They continue to be so 
used. 

Old unions have fallen easy victims: to 
such machinations, even co-operating in 
their policies excluding Negroes from mem- 
bership, thus building up profound distrust 
of white workers and the unions among the 
blacks. The record of the American Fed- 
eration of Labor on this subject reveals 
neither humanity nor wisdom. 

Supporting such influences have been Ne- 
gro fear of white reprisals and the essen- 
tially anti-labor attitudes of the “talented 
tenth” among the Negroes themselves. 
These professional and business Negro lead- 
ers have rationalized their relative well- 
being into a familiar philosophy—‘rise by 
individual merit.” That is to say, they, 
their newspapers, and their professional 
speakers have been antagonistic to labor 
organization, white or black. 

It is not to be wondered at that Negro 
workers have proved poor union mate- 
rial. 

Cayton and Mitchell accept as a basic 
conviction the substantial identity of in- 
terest among white and black workers. 
They believe these workers stand to gain 
or lose together in their struggle to obtain 
material well-being; that, in short, the class 
relationships of workers and owners super- 
sede in importance all other alignments in 
our economy. The difficulty in translating 
this into an effective solidarity of all work- 
ers is obvious. Is that difficulty being sur- 
mounted, the authors ask. A conclusive 
answer is not yet provided by events. 

It is clear, however, that the crisis of 
the thirties and the New Deal measures 
have enormously stimulated workers’ un- 
derstanding of their common destiny, and 
organizational efforts expressive of that 
awareness. The direct efforts of the C. I. O. 
to surmount race bias are impressive. The 
results reveal the beginning, at least, of 
breakdown of those barriers that have made 
workers racial enemies and employers’ 
pawns. 

All this is dealt with soberly, penetrat- 
ingly, by Cayton and Mitchell. Theirs is 
a “must” book, not only for special stu- 
denjs of the Negro race, but for all who 

epretend to a serious interest in the labor 
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movement and the probable future of our 
American democracy. : 


J. RaymMonp WALSH 
Hobart College 


SeLLs, Dorotuy. British Wages Boards. 
Pp. xv, 389. Washington: The Brook- 
ings Institution, 1939. $3.00. 

The subtitle, “A Study in Industrial De- 
mocracy,” is not an afterthought. Nor is 
it a pious generalization, This book is a 
first-rate contribution to the discussion of 
this exceedingly important contemporary 
issue. The author builds up in detail and 
with penetrating insight into social and 
economic forces of the time the story of 
the evolution of a social instrument for 
dealing with one of the most basic of all 
economic problems—the determination of 
the price of labor and the balancing of 
bargaining power between workers and em- 
ployers. The process by which, over a 
quarter of a century Great Britain has car- 
ried on the search for a legislative and ad- 
ministrative formula to meet an obvious 
need and an awakened social conscience, is 
as challenging to the student of politics as 
to the student of economics. The public 
education, commission reports, private 
studies, pressure-group tactics, sponsorship 
by politicians, and through the whole pe- 
riod the search for a device which would 
solve the problem and yet be acceptable to 
opposing forces and not depart too far from 
the tenets of laissez faire—all form an il- 
luminating study of the slow but successful 
workings of democracy. The end result is 
that Parliament returns to the people on 
a functional basis a portion of the legis- 
lative power which was originally delegated 
to it on a geographical basis, by setting up 
miniature industrial parliaments represent- 
ing the workers, the employers, and the 
public, in which issues can be resolved 
which are too complicated for wise deci- 
sion by the representatives of the people 
at large. 

Even if at the moment the United States 
were not launching an experiment in the 
field of minimum wage legislation, this book 
would be a challenging study for those con- 
cerned about the survival of democracy in 


an industrial society. But we are in the, 
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midst of such an experiment. We cannot 
detail the adequate facts with which Miss 
Sells clarifies the major issues to be faced. 
It is to be hoped, however, that both those 
who oppose and those who favor the pres- 
ent ventures of the Federal Government 
and of several state governments will care- 
fully study this thoroughgoing analysis of 
British experience. Why did Great Britain 
reject a flat national minimum? What val- 
ues are to be found in the basic conditions 
for the appointment of wages boards, that 
the minister may appoint them where no 
effective machinery for the regulation of 
wages throughout the trade exists and 
where it is expedient having regard to the 
present rate of wages? How are the repre- 
sentatives serving on the boards selected? 
How are the conflicting interests resolved 
in the actual functioning of the tripartite 
boards? (Miss Sells gives an elaborate pic- 
ture of the procedure of the boards.) How 
accurately does “mediation” describe the 
function of the representatives of the pub- 
lic on the boards? What services are per- 
formed by the secretariat? What problems 
have arisen and what modifications have 
had to be made in the relationships of au- 
thority between Parliament and ministers— 
ministers and the boards—the boards and 
the employers and trade unions? How are 
the boundaries of a trade defined? What 
is done about the determination of differen- 
tial minima? How are the piece rates re- 
lated to minimum hourly rates? How are 
the awards enforced? These and similar 
questions will raise large problems for the 
administrators of our own fair-labor-stand- 
ards acts, and Miss Sells’s study describes 
the invaluable record of a quarter of a cen- 
tury of experience in meeting them. 

The sections of the book dealing with the 
economic results and the effects on indus- 
trial peace are not so satisfactory as those 
dealing with the evolution and the admin- 
istration of the wages boards. The author 
is fully aware of this. Nevertheless, her 
generally favorable impression that the 
prophets of doom have not been justified 
in their predictions, and her summary of 
the evidence, will bear careful considera- 
tion. 

The basic issue with respect to the effect 
of the price-fixing of labor on volume of 
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employment cannot be decided in terms of 
spotty studies of the effects in particular 
industries. The question remains un- 
answered whether in a capitalistic economy 
the fixing of prices, including the price of 
labor, and the full employment of labor are 
consistent. The author effectively demon- 
strates, however, that the complexity of 
the economic forces impinging upon the 
situation makes any analysis pointing in 
one way or the other open to serious ques- 
tion. 
E. WickT BAKKE 


Yale University 


BEVERIDGE, Sır WILLIAM, et al. Prices and 
Wages in England from the Twelfth to 
the Nineteenth Century, Vol. I: Price 
Tables: Mercantile Era. Pp. lx, 756. 
New York: Longmans, Green & Co., 
1939. $12.00. — 


This series is published under the aus- 
pices of the International Scientific Com- 
mittee on Price History. It is one of a 
series which includes, as most illustrative, 
Hamilton’s study of Spanish prices and 
similar works for France, Germany, Aus- 
tria, Holland, and the United States. (For 
status of these the reader is referred to pp. 
Hi.) Volume I of the series for Great 
Britain covers the period from 1550 to 
1830. Volume II for the “Manorial Era” 
will provide prices from 1155 to 1550. Vol- 
ume III will give prices for labor and wheat 
for the entire period. Volume IV is to re- 
view results of this study, and in it is prom- 
ised an epilogue on the whole venture into 
international price history. The chrono- 
logical inversion of Volumes I and II is due 
to the desire to have the first volume in the 
British series be the one that most closely 
parallels the time periods of the studies for 
other countries issued and to be issued. 
And it is noted that only in England is it 
possible to penetrate as far back in time 
as the twelfth century. The beginning 
date coincides with the date for earliest 
available (and thereafter consecutive) price 
history with some gaps until 1208, and the 
terminal date for the study overlaps by half 
a century the satisfactory data of other 
studies. The temporal range is thus 676 
years, or a 50 per cent gain over Thorold 
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Rogers’ study, which covered a period of 
444 years. Pending publication of Volumes 
II and III we are told that the available 
data confirm Rogers’ results, particularly 
when allowance is made for differences in 
methods. The spatial range for the new 
record is the south and east of England. 
The outstanding feature is satisfactory con- 
tinuity in the source material—a continuity 
which permits quite satisfactory overlap in 
the several series to build up complete con- 
tinuity for the entire period. In the pres- 
ent project reliance has been placed solely 
upon “long series of prices recorded in the 
same set of documents.” 

The primary material for the present vol- 
ume consists of “institutional” records— 
Eton College, Greenwich Hospital, and 
Navy Victualling are three of the twelve 
sources used—and the secondary material 
consists of annual price relatives. Source 
lists and transcriptions are provided, as well 
as an index of commodities (in number, 
149, net; in range, ale to wine, including 
nine varieties of linen and a like number of 
spices). No general price indexes have 
been prepared, and to others may be left 
the task of determining the adequacy of 
the extended treatment and constant recog- 
nition of internal and external factors on 
prices—internal quality, quantity, and 
terms of sale, including differences of local 
weights and measures, mode of payment, 
specific taxes, nature of the transaction 
(wholesale or retail), and comparability; 
and the external factors, the conditions of 
demand and supply, including inertia, con- 
tinuity, and changes in measures. The 
stages through which the work passed 
were extraction, serialization, annual tabu- 
lation, statistical criticism, and final tabula- 
tion. 

With this survey this review ends, for 
the very good reason that the volume con- 
tains for any reader the very positive in- 
junction that “there can be no evaluation 
of results even for the first of the English 
volumes.” But this reviewer would submit 
that the careful typographical preparation 
of the volume and the straightforward man- 
ner in which the commodity stories or case 
histories are told, in addition to the im- 
mense amount of price data presented, are 


„evidence of the great consideration that has 
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been shown those who are to use this vol- 
ume in the next seven centuries. è 
ÅRTHUR R. UPGREN 
University of Minnesota 


SCHELL, Erwin HASKELL, and FRANK 
Foster GILMORE. Manual for Exec- 
utives and Foremen. Pp. ix, 185. New 
York: McGraw-Hill Book Co., 1939. 
$2.00. 


In appraising business books, two general 
tests ought to be applied: (1) Is the need 
that the book is intended to meet a real 
one? (2) Does the writer achieve his pur- 
pose? 

In this case, both questions may be 
answered in the affirmative. Despite the 
tomes that have been written about fore- 
man-training, and the mass of pamphlets 
provided by various “services,” there was 
need for a concise manual to help depart- 
ment heads to analyze the work under their 
direction. In meeting this need, the au- 
thors have adopted the sensible view that 
the book should be small (185 pages) and 
that the treatment should be clear enough 
so that a foreman may read both what to 
do and how to do it. 

Essentially, this is a book in methodol- 
ogy. It deals with the simple methods of 
analyzing production problems relating to 
process, workplace, working conditions, 
worker, quantity and quality of work, 
equipment, and storage. In treating each 
of the foregoing, the general approach of 
the writers is to present a few principles, 
stated in very simple language. In the 
chapter on equipment four are given, such 
as “a department with idle equipment is an 
active liability.” To a careful student of 
management these statements may seem 
overly simplified, but they are doubtless 
accurate enough to start the foreman think- 
ing. 

Then the writers present a simple proce- 
dure by which little surveys may be made 
as a basis for analysis and action looking 
toward improvement. For instance, in con- 
nection with stores records, the procedure 
indicated as a guide for the foreman’s anal- 
ysis starts by suggesting that he familiarize 
himself with the system by “following 
through the flow of paper forms,” listing 
the steps involved, and so forth. Fre; 
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quently, these paragraphs on procedure 
merely ask a series of questions, Each 
chapter concludes with a summary. 

The book is by no means a pretentious 
or exhaustive treatment of production man- 
agement. However, as a compact manual 
of procedure, it serves the purpose for 
which it is intended. In addition, it is a 
neat example of a book in which some 
imagination has been applied to the prob- 
lem of exposition. 

C. CANBY BALDERSTON 

University of Pennsylvania 


TARBELL, Ipa M. All in the Day’s Work. 
Pp. 412. New York: The Macmillan 
Co., 1939. $3.50. ° 
There is plenty of interest in this ac- 

count, written at the age of eighty, of an 
active and useful life—the girlhood in the 
oil region; the early attraction to biology, 
changing to curiosity over a science of so- 
ciety and the place of women in it, so 
leading, via Madame Roland, to a study 
of revolutions; the career in journalism, 
culminating in the great days with Mc- 
Clure’s and the American Magazine; the 
historical biographies, the Standard Oil 
revelation, and “The Tariff in Our Times” 
—all admirable examples of popular writing 
based upon painstaking research. A period 
of Chautauqua and lyceum lecturing, inter- 
rupted by war service and memberskip in 
Wilson’s and Harding’s industrial confer- 
ences, rounded out a career distinguished 
by loyalty, urbanity, and good works to 
which associates in all its varied phases 
have paid tribute. Miss Tarbell’s values 
are well expressed in her comment oa the 
decline of the muckraking school: “It had 
lost the passion for facts in a passion for 
subscriptions.” Her passion for facts never 
failed, and she had the power to marshal 
them for the instruction of her fellow citi- 
zens. 

The scrupulous use of the scientific 
method accounts for much of the popular 
impression created by Miss Tarbell’s writ- 
ing, beginning with the sensational success 
of the “History of the Standard Oil Com- 
pany” in 1904. Since this method reflects 
the essential quality of the author’s mind, 
it may seem ungracious to suggest an in- 
congruous element in her work—sentimen- 
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tality. Yet this quality is as persistent and 
as significant as the other. Was it not her 
devotion to her father, enlisted on the side 
of the independent producers, that betrayed 
her into the principal fault of her famous 
book—an inordinate sympathy for those 
who, under the lawless economy of the 
time, fought and lost as against those who, 
impelled by the same motives, fought and 
won? She saw that the evil fruit of such 
competition was privilege, but less clearly 
that the economic religion of America made 
the ruthless “battle royal” necessary. 

. When Miss Tarbell undertook a biogra- 
phy of Judge Gary, she fell under the spell 
of what appealed to her as efficient pater- 
nalism. Gary’s methods of dealing with 
competitors and employees acquired no 
stain from the revelations of “Pittsburgh 
plus,” the twelve-hour day, the twenty- 
four-hour shift, and dishonest anti-Bolshe- 
vist propaganda against union organizers 
in 1919. Miss Tarbell says it required 
courage to write such a biography. It was 
not courage that she lacked, but insight. 
In her revulsion against the skulduggery of 
the tariff, she sought for instances of the 
Golden Rule in industry and found them 
in Frederick Taylor’s scientific management 
and Henry Ford’s concern (his face was 
“the face of a poet and philosopher, as in 
the young Lincoln there was a young Emer- 
son”) with the “making of men” through 
low prices, high wages, and the “overhaul- 
ing of their lives outside,” undisturbed by 
the grim complications of the speed-up and 
the lay-off. Always her conviction was 
against privilege and for freedom “as the 
agent of growth.” Yet she warmed to 
Mussolini, who “worked hard and made 
people work.” The “clash of revolt” was 
stilled in Italy and “rhythmic labor” had 
taken its place. Besides, Mussolini had a 
dimple. 

CLIFTON R. HALL 
Princeton University 


McFerrin, Jonn Berry. Caldwell and 
Company—A Southern Financial Em- 
pire. Pp. x, 284. Chapel Hill: Univer- 
sity of North Carolina Press, 1939. 
$3.50. 

This painstaking study of the rise and 
fall of a well-known investment house pre- 
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sents in miniature many of the questionable 
financial practices that developed and 
reached their peak during the lush twenties. 

Caldwell and Company began operations 
in Nashville in 1917 as a municipal bond 
house with four employees and a subscribed 
capital of $100,000. Since no part of the 
capital was paid in until 1927, the company 
from the beginning operated on “other peo- 
ple’s money.” The growth of the company 
was spectacular, for by the close of 1929 it 
was operating 24 branch offices, had total 
assets in excess of $38,000,000 and gross 
annual sales of $74,000,000, and owned 
controlling interest in companies with ag- 
gregate assets of approximately $500,000,- 
000, The fall was equally spectacular. 
When the company failed in November 
1930, it was followed within two weeks 
by the closing of approximately 120 banks 
scattered through seven Southern states. 
The aftermath of suicides, criminal and 
civil suits, and political upheaval consti- 
tutes an extremely ‘interesting story in its 
own right. 

Those familiar with the various forms of 
financial manipulation practiced during the 
twenties will probably find little new in 
this matter-of-fact recital. The investment 
house extended its financial control over 
industrial corporations, banks, newspapers, 
and insurance companies chiefly by means 
of holding companies. Undigested securi- 
ties originated by the house were unloaded 
on both banks and insurance companies 
either by outright sale or by sale under 
repurchase agreements; controlled com- 
panies were induced to keep their funds 
on deposit with banks controlled by the 
investment house; loans secured by con- 
trolled companies were diverted to the use 
of the house by means of complicated inter- 
corporate relationships. 

Despite their familiarity, there are dis- 
tinct advantages in tracing the ramifications 
of such practices within a particular con- 
cern. This the author has done with ex- 
cellent results. By basing his work on re- 
ports of receivers, petitions and briefs in 
the various suits, auditors’ reports, and the 
special investigations by the Tennessee 
State Legislature, Mr. McFerrin has suc- 
ceeded in piecing together the voluminous 
detaifs in a clear and interesting story. It 
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is a creditable job, and a worth-while con- 
tribution to the literature of corporate 
finance. 
CHARLES P. WHITE 
University of Tennessee 


Leavens, Dicxson H. Silver Money. Pp. 
xix, 439. Bloomington: Principia Press, 
Inc., 1939. $4.00. 

Mr. Leavens was for many years a resi- 
dent of China, and with the late Professor 
Rogers of Yale was a member of the group 
sent to the Orient by the Treasury Depart- 
ment to study the problem of silver. He is 
careful to say, however, that he has made 
no use of confidential information obtained 
while in the service of the Government. 
This volume was in preparation for several 
years, and the author received the aid of 
a number of leading authorities on silver as 
well as that of the research organization 
under whose auspices the book was pub- 


lished. As is stated in the preface, the, 


earlier portion of the book, relating to the 
history of silver prior to 1930, is based 
chiefly on secondary sources. A consid- 
erable amount of statistical data is in- 
cluded, and both legislation and proposed 
legislation are discussed in detail. The 
book fills a useful place in the field of 
monetary literature: it brings together most 
of the significant information on the sub- 
ject of silver and offers a guide to the prin- 
cipal bibliographical sources. On the 
whole, it is better on the factual than the 
interpretative side. 

In common with most writers on the 
subject, the author fails to perceive the 
significance of the trade dollar, authorized 
by the Coinage Act of 1873. He brings out 
that this dollar was made legal tender in 
the United States and was given the right 
of free coinage. By reason of these provi- 
sions, legal bimetallism still existed in this 
country, although at a slightly lower price 
for silver than the old 16 to 1 ratio, at the 
very time when the silver interests were 
beginning their violent agitation over the 
“Crime of ’73.” The fact that the trade 
dollar was dropped in 1876 without ap- 
parent protest can only mean that the silver 
interests failed to realize that they already 
had bimetallism within their grasp. ,This 
one of the most amazing monuments te 
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the monetary ignorance and stupidity of the 
silver interests. 

Mr. Leavens believes that China would 
have remained on the silver standard if the 
United States had not adopted its silver- 
purchase policy in 1934. This leads to the 
following interesting observation: “Ameri- 
can silver producers, to whose efforts the 
adoption of the Administration’s silver pol- 
icy has been, at least in part, due, must 
view their success with mixed feelings. 
Since 1933 they have received for their 
product a considerable bonus over the 
world price (and the world price itself, 
much of the time, has been kept well above 
its natural level by Treasury purchases). 
This bonus must have been a great help in 
depression years. But the future is not so 
bright. It is hardly to be expected that 
the country will be willing to keep silver 
permanently on relief. When it has to sup- 
port itself again, it will find its best cus- 
tomer, China, out of the market” (p. 349). 

Let the critics of our silver policies take 
what comfort they can from the thought 
that the supporters of silver are perhaps 
its worst enemies. 

Cartes R. WHITTLESEY 

Princeton University 


Muran, ANATOL. The Paradox of a Metal 
tandard. Pp. xii, 212. Washington: 
Graphic Arts Press, Inc., 1939. $2.50. 


Despite its title, this would at first seem 
to be merely another belaboring of that is- 
sue of the shaving-mug era—the silver 
standard. However, the author has more 
in mind than this; his attack is against any 
metal standard, but it is indirect. He has 
planned “to develop statements abou: this 
dead issue which, although equally appli- 
cable to, say, the gold standard, will be 
more likely to be judged with scientific ob- 
jectivity.” Throughout, “valuable infer- 
ences may be drawn with respect to any 
other specific standard,” and they are 
pointed up in the final tenth of the book 
by a very able development, in homely 
terms, of the concept of an abstract mone- 
tary standard which excludes gold as well 
as silver. “It is likely,” the conclusion 
runs, “that the practice of fixing the price 
of gold will soon be given up.” 

The bulk of the book, devoted to the 
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story of silver to the end of 1937, is well 
documented and therefore avoids too great 
detail. To its theoretical analysis there 
can be only minor objections. The com- 
pensatory theory of universal bimetallism’s 
feasibility is dismissed too summarily, but 
in view of the superfluity of this policy, in 
any case, this is not important. 

Recent American silver-purchase policy 
is properly considered as having significance 
only as an expensive but relatively insig- 
nificant part of internal inflation and as an 
expensive and relatively useless phase of 
the management of the external value of 
what is in essence a managed paper stand- 
ard. The expense and the futility of try- 
ing to make this standard look like a gold 
standard form perhaps one of the “valuable 
inferences” that are not developed. 

This is a capable study of the paradox 
of the silver standard and an introduction 
to the study of a more important issue—the 
paradox of the gold standard. 

Joun S. M. ALLELY 

University of Saskatchewan 


Henperson, W. O. The Zollverein. Pp. 
xvi, 375. New York: The Macmillan 
Co., 1939. $4.50. 

This complete, fully documented history 
of the Zollverein should be read carefully 
and thoughtfully by the post-Munich gen- 
eration; for although, as Mr. Henderson 
points out, the Zollverein cannot be cred- 
ited with sole responsibility for the rise of 
modern Germany, it most surely did help 
the achievement of both economic and 
political unification. Nor was this easily 
attained; the struggle between Prussia and 
Austria for political dominance, the per- 
sistent particularist sentiments in the Ger- 
man states, the industrial differences be- 
tween the northern and southern regions, 
and the bitter antagonism between protec- 
tionists and free-traders, bred dissension, 
distrust, obstructionism, and war. Yet 
“only sixty-six years separated the first 
Zollverein treaty from the last,” and this 
same two-thirds of a century witnessed the 
complete transformation of Germany. 
When the enclaves of Schwartzburg-Son- 
derhausen joined the Prussian customs- 
union in 1819, German industry was 
insignificant, German shipping was incon- 
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sequential, and three-fourths of the popu- 
Iŝtion of the German states was agricul- 
tural. When Bremen joined the German 
customs system in 1884, Germany was 
easily the most powerful nation on the 
Continent, politically and economically. 
What had occurred economically must 
properly be attributed to three interacting 
factors: market expansion and economic 
unification fostered by the Zollverein; mar- 
ket expansion resulting from better railroad 
and water transport; and economic prog- 
ress caused by improvements in industrial 
and agricultural technology as well as in 
financial technique. Mr. Henderson deals 
only with the first, but he does so compre- 
hensively and vividly. 

The first chapter in Zollverein history, 
the gradual expansion of the Prussian cus- 
toms system before 1829, although not 
remarkable in achievement, proved gen- 
uinely important because of the precedents 
created: acceptance of Prussian leadership 
in tariff construction and tariff bargaining, 
and the sharing of customs revenues ac- 
cording to population. The adhesion of 
Hesse-Darmstadt, of course, marks the de- 
cisive moment (1828), since Prussian tariff 
policy had now expanded beyond Prussian 
boundaries. Meantime, the formation of 
the South German Union had become both 
a confirmation of the need for economic 
integration and a challenge to Prussia. The 
shortlived Middle Union, also formed in 
1828, was even more definitely defensive; 
for although it never became a customs 
union in any strict sense, it vigorously 
fought Prussian expansion. Nevertheless, 
skillful Prussian diplomacy brought one 
success after another: Hesse-Cassel (1831), 
Saxony (1833), and the Thuringian States 
(1833). Then came the negotiations with 
Bavaria and Wiirttemberg leading to the 
beginning of a genuine German Zollverein 
in 1834. More than a dozen important 
states were as yet unincluded, however, and 
fifty years of diplomacy and dissention lay 
ahead. 

The cross-purposes of the German states, 
the opposition of foreign countries, the bit- 
ter conflicts over tariff policy, threatened 
defections, and the efforts of Austria to 
entey the union and thereby wrest control 
out of Prussian hands—all these chapters 
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Mr. Henderson has painstakingly related. 
At long last we have in English a detailet 
history of the Zollverein, well written, cau- 
tiously appraised. The book is perhaps a 
little short on figures, as it is probably long 
on diplomatic details. Statistical evidence 
on domestic and foreign market penetration 
would have been particularly welcome, al- 
though for ordinary purposes enough is 
available in Dawson and in Clapham. 
E. A. J. JOHNSON 
New York University 


Ernzic, Paur. Economic Problems of the 
Next War. Pp. x, 146. New York: The 
Macmillan Co., 1939. $2.50. 


An analysis of the economic problems of 
the next war may easily fill a couple of vol- 
umes. When reduced to the small space 
of Einzig’s book, the study cannot be com- 
plete. The author has condensed the mate- 
rial by refraining from entering into any 
practical and historical detail. He only ex- 
pounds the general economic principles to 
be applied by Great Britain and her allies 
during the next war. However, the ex- 
treme succinctness renders the argumenta- 
tion occasionally less cogent than it would 
have been if supported by detailed expe- 
riences and verified by statistical data. 

The analysis suffers also from a certain 
narrowness. One can easily understand 
that a well-known financial expert like 
Einzig thinks especially in terms of budge- 
tary items, taxes, banknotes, and foreign 
exchange, and does not lift the “monetary 
veil,” However, the tremendous recent 
developments in credit expansion and in 
planned economy may warn us against con- 
sidering war economy as a mere game with 
golden balls. The time when the size of 
the gold reserves of the central banks was 
decisive for the result of a war may have 
definitely passed. Furthermore, we may 
say that throughout the investigation, polit- 
ical and economic interests are viewed with 
“too British” eyes. 

The argument centers around the propo- 
sition that Germany’s defeat is inevitable 
because of economic exhaustion. Never- 
theless, the achievements of the German 
industrial mobilization are fully recognized. 
Except in one important field, the author 
urges the old democracies to imitate the 
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German scheme of organizing production 
and distribution and to catch up with it. 
The apparently insurmountable opposition 
of the public to anything that savors of 
regimentation ought to be overcome: “it 
would be wiser for the democratic countries 
to take a leaf out of the book of the totali- 
tarian states and, in face of the approaching 
danger, to adopt a certain degree of govern- 
ment control in production and trade” (p. 
20). 

The main proposition is chiefly supported 
by the consideration that economic exhaus- 
tion of Germany will be caused by her 
inferiority regarding gold and foreign ex- 
change resources, which indirectly leads to 
shortage in food and raw materials. It 
may be that Germany will enter the next 
war in less favorable economic conditions 
than in 1914 and will be handicapped by 
“{nflation-consciousness” of her population. 
However, the demoralizing effects of cur- 
rency difficulties and food shortage may 
be offset by a better economic organization 
from the outset, and made even more effec- 
tive by rigid military discipline. Inciden- 
tally, economic conditions may largely de- 
pend upon the course of military events; 
so Germany may think of compensating the 
shortage of food and other commodities by 
the harvest and industrial production in 
conquered territories. 

Offhand, it seems paradoxical that an 
author who predicts Germany’s defeat 
by economic reasons urges her probable 
adversaries to adopt immediately the totali- 
tarian pattern of organization. He sug- 
gests industrial conscription in the sense 
of “nationalization of industrial undertak- 
ings for the duration of war,” “ruthless ra- 
tionalization,” conscription of labor, trans- 
fer of British industries from London and 
southeastern England to more distant areas, 
and strong tax and fiscal policies. It is 
rather courageous to urge an English excess 
profit duty and a wholesale conversion of 
the French public debt to a lower interest 
basis, both before the outbreak of war, and 
a devaluation corresponding to the growth 
of public debt during the war. This drastic 
scheme of planning and control illustrates 
the tremendous change in economic ideol- 
ogy which has occurred in such an indi- 
vidualistic country as Great Britain. 
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Nevertheless, there remains one large 
field on which the author still defends 
orthodox principles. No economic measure 
seems to him more dangerous than the 
enormous monetary and credit expansion 
which he expects in Germany. Of course, 
even for his country, he cannot avoid sug- 
gesting various financial interferences by 
the government, such as pegging sterling, 
exchange restrictions, and, under certain 
circumstances, restrictions on foreign bal- 
ances. But to avoid inflation, he does not 
recoil from extraordinary sacrifices. He 
recommends selling the large British invest- 
ments in Latin America and in the colonies 
and Dominions to foreigners, even at the 
risk that the transfer of those holdings 
might divert trade from the English to 
especially the American market. 

The general outlook of the book is very 
optimistic. Great Britain will win the war 
because events will repeat themselves. The 
deus ex machina is to be represented by the 
United States: “. . . there is a strong chance 
that sooner or later the United States would 
enter the war on the side of the other dem- 
ocratic countries, in which case their eco- 
nomic superiority would become over- 
whelming” (pp. 145-46). 

Fritz KARL MANN 

American University 


Exnzic, PAuL. World Finance 1938-1939. 
Pp. xiv, 307. New York: The Macmil- 
lan Co., 1939. $3.00. 


In the latest book of the author’s series 
on World Finance, the increased impor- 
tance of the political factor in financial 
affairs is demonstrated. This book reviews 
a wide and diverse array of topics, such as: 
President Roosevelt’s reflationary efforts; 
France’s monetary and fiscal difficulties; 
the economic consequences of the Austrian 
Anschluss; the German trade drive; re- 
armament finance in Germany, England, 
France, and the United States; war finance 
in Spain, Japan, and China; the Czecho- 
slovak crisis; economic consequences of 
the Munich agreement; monetary stabiliza- 
tion efforts; the Anglo-American trade 
agreement; national Bolshevism in Ger- 
many; and the defense of the pound. 

The author’s observations and conclu- 
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With respect to the United States, he be- 
fieves that~the sterilization of gold in 
1936-37 was primarily responsible for the 
subsequent recession, although the “Rich 
Men’s Revolt” against the New Deal and 
the continued sitdown strike of Big Busi- 
ness impeded recovery. President Roose- 
velt’s pump-priming and reflationary meas- 
ures were ineffective. In the interest of 
its security, the United States should do 
its utmost to help Great Britain to main- 
tain her financial strength, as the latter, to- 
gether with France, constitutes our first 
line of defense against German aggression. 
Rearmament should proceed much more 
rapidly in the democratic countries. The 
amount of American public debt, large as 
it is, is relatively moderate compared with 
the wealth of the country and could be in- 
creased with impunity for a long time to 
come. The United States obtained the bet- 
ter part of the bargain in the Anglo-Ameri- 
can trade agreement. 

International monetary stabilization is 
more remote than ever, as the removal of 
exchange restrictions is practically impos- 
sible. In Europe, the weakness of the 
franc, by resulting in the demoralized polit- 
ical situation in France, was responsible for 
Hitler’s decision to invade Austria in March 
1938. The devaluation of the franc and 
the strengthening of French finances post- 
poned for some months the conquest of 
Czechoslovakia and may have prevented 
the outbreak of another world war in 1938. 
The fall in unemployment in Germany was 
largely the result of rearmament and con- 
scription. The Nazi economic system is by 
no means ‘“‘fool-proof,” and inflation threat- 
ens, but it would be gross self-deception to 
suppose that Germany is on the verge of 
economic collapse. Hitler creates war 
scares to cause slumps in the stock ex- 
changes and disturb economic activity in 
the democratic countries. The remedy is 
in the hands of the Washington Admin- 
istration, as what is needed is evidence that 
the United States is prepared to do her 
share in defending democracy against Nazi 
aggression. British procrastination in the 
rearmament drive and Chamberlain’s “ap- 
peasement” policy are subjected to caustic 
criticism. The trade recession of 1937-38 


sions are interesting and often provocative. , proved to be a blessing in disguise by facili- 
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tating British rearmament. France lost her 
dominant position in Europe by sacrificing 
security for the sake of monetary ortho- 
doxy. : 

The book is an interesting survey, but 
the author has allowed the intensity of his 
convictions to become too evident. 

Denzet C. CLINE 

Michigan State College 


SHOTWELL, James T. The History of His- 
tory. Vol. I, pp. xii, 407. New York: 
Columbia University Press, 1939. $3.75. 


This work, a revision of Professor Shot- 
well’s well-known Introduction to the His- 
tory of History, will be of some service to 
nonspecialist readers who wish to obtain a 
knowledge of the development of historical 
writing up to the end of antiquity. In this 
sense the book may be recommended as a 
text for students in an introductory seminar 
in historiography. It appears, however, 
that Professor Shotwell has intended an 
essay on a higher level than that of a text- 
book, yet it can hardly be said that he has 
contributed anything at all to further our 
understanding of the ancient historians, 
whom he views too exclusively through the 
lenses of recent fashion. 

Limitations of space prevent the con- 
sideration of the author’s treatment of 
ancient historiography as a whole, but as 
an example it may be well to glance briefly 
at his interpretation of the greatest of the 
classical historians, Thucydides. “The fact 
is that where science has thus determined 
the outlook of the modern historian, poetry 
determined that of Thucydides.” Professor 
Shotwell has evidently adopted in their en- 
tirety the conclusions of Cornford’s famous 
and perverse Thucydides Mythistoricus, a 
book whose theories are hardly taken seri- 
ously today. Though C. N. Cochrane’s 
Thucydides and the Science of History is 
listed in the bibliography, there is no evi- 
dence whatever that it has been read. One 
looks in vain for any reference to Thu- 
cydides’ connection with the fifth-century 
medical writers, a relationship which is 
quite evident and is of decisive importance 
for the understanding of his historical 
method. 

The truth is that Professor Shotwell’s 
animus against political and military history, 
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as such makes it impossible for him to ap- 
prehend the mind and aims of the great 
Athenian. This leads him to the curious 
naiveté of condemning Thucydides for his 
choice of subject! Professor Shotwell be- 
lieves that Thucydides wrote the history 
of the Peloponnesian War simply because 
“he had no doubt but that war was the 
one and proper subject of history.” Pro- 
fessor Shotwell would seem to hold that the 
Peloponnesian War was not of crucial im- 
portance for Greece as a whole, and that 
hence, had Thucydides been a “scientifi- 
cally” trained modern historian, he would 
have occupied his time with some such 
subject as the economic and cultural history 
of Periclean Athens. This view has been 
demolished by A. W. Gomme in an essay 
published over a year before Professor 
Shotwell’s book went to press (“The Great- 
est War in History,” in Essays in Greek 
History and Literature, Oxford: Blackwell, 
1937, pp. 116-24). One may also note that 
the old-fashioned opinion that the speeches 
in Thucydides are free literary composi- 
tions having no relation with those actually 
made—an opinion to which Professor Shot- 
well adheres—has been badly damaged if 
not refuted by Gomme (op. cit., pp. 156-89, 
“The Speeches in Thucydides.” See also 
the review of Gomme’s book by Sterling 
Dow in Classical Philology, XXXIV, 1939, 
p. 155). 

Professor Shotwell’s book as a whole 
shows too many similar errors and weak- 
nesses. Ephorus, the first writer of a gen- 
eral history of the Greek people, is dis- 
missed in less than a page. The chapter 
on Polybius has no mention of his theory 
of the political development of human so- 
cieties. Ammianus Marcellinus receives 
only a page, as against five pages devoted 
to Sallust. Other instances could be ad- 
duced. All in all, it must be said that this 
book is pretentious and superficial. It can 
best be characterized as a compendium of 
received opinions—the opinions of the last 
generation. 


CHARLES Epson 


University of Wisconsin 


Howe, GEORGE FREDERICK. <A General 
History of the United States since 1865. 
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Pp. xxvii, 654. New York: Prentice- 

Hall, Inc., 1939. $3.50. 

Professor Howe, biographer of Chester 
A. Arthur, has told again the familiar story 
of modern America, the rise of a demo- 
cratic industrial world power, but with 
stronger emphasis upon what actually hap- 
pened in politics and economics than can 
be found in many longer works. Under 
the influence of liberals like Beard, the 
historians have learned to look back on the 
past through the -eyes of its contemporary 
critics, losers as well as victors, to weigh 
economic achievements against social claims 
and political realities against theoretical ex- 
pectancies. These contrasts preserve the 
value judgments of those who made his- 
tory and reveal the views of those who 
write it. The tone of this book is more 
conservative, and it should challenge stu- 
dents to ponder the liberal perspective of 
other books, 

To simplify the complex pattern of 
American development is a difficult task. 
The author has accomplished it in a suc- 
cinct, thoughtful, and interesting style. 
But he did not help himself by devoting a 
quarter of his space to “illustrative docu- 
ments” quoted from statutes and treaties 
that may be conveniently consulted else- 
where. His account of foreign affairs, 
which runs to 193 pages, is based on the 
latest monographs and could not easily be 
surpassed within such limits. 

Although Professor Howe is reliable in 
fact and judicious in temper, it can be 
said of him, as he remarks of Taft, that 
he does not appear to “accept the pro- 
gressive’s diagnosis of existing evils nor 
their drastic remedies” (p. 327) in either 
the Square or the New Deal. His analysis 
of monetary problems, excellent as far as 
it goes, reflects “sound money” views, and 
his penetrating exposition of the economic 
factors of monopoly does not extend to 
its social consequences. Liberals would 
disagree with the author when he ascribes 
the financial peonage of sharecroppers to 
their “misfortune or improvidence” (p. 41), 
attributes the popularity of free silver to a 
“strong, emotional current of wishful 
thinking” (p. 116), and credits Taft in 
1912 with “genuine liberalism” (p. 328). 
The Hoover Administration is described 
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sympathetically at some length, but New 
Deal policies are examined briefly and with 
much skepticism, as if they were the tac- 
tics of power politics. 

Until the passage of time increases our 
knowledge and perspective, the truth of 
the recent past must remain hidden and 
controversial. Professor Howe tries to 
overcome these handicaps, but it is not 
clear from his rapid survey how the eco- 
nomic experiments and social forces of 
“the sobering thirties”—to use section titles 
—grew out of “the irresponsible twenties” 
and the Progressive “drive for social jus- 
tice.” Since the reform movements which 
quicken the tempo of our history—Popu- 
lism, Progressivism, and the New Deal— 
are largely the product of regional and 
class conflicts, they might be better under- 
stood if historians put them in their socio- 
logical setting. With occasional reference 
to these conflicts, Professor Howe con- 
cludes his stimulating, tightly knit, factual 
work in the apparent hope that Turner’s 
“healthy regionalism” (p. 631) may pre- 
vail. He believes that American democracy 
depends on the Wellsian race between edu- 
cation and catastrophe; to aid the former, 
he has written more than a textbook. 

Rocer W. SHUGG 

Princeton University 


Davmson, Donato. The Attack on Levi; 
athan. Pp. x, 368. Chapel Hill: Uni- 
versity of North Carolina Press, 1938. 
$3.00. 

Mr. Davidson, professor of English at 
Vanderbilt University, is justly famous as 
one of the leading Southern Agrarians (PU 
Take My Stand) and promoters of the 
Southern literary renascence (Culture in 
the South). In many of the essays col- 
lected in the present volume (“Regionalism 
in the Arts,” “Still Rebels, Still Yankees,” 
“The Southern Poet and His Tradition,” 
“New York and the Hinterland”), his con- 
cern is still with cultural diversity, and the 
“expression of dissatisfaction with the cul- 
ture, or pseudo-culture that has accom- 
panied the diffusion of industrialism” (p. 
11). The present volume reverberates with 
the overtones of proud defiance character- 
istic of the Agrarian group: Professor Da- 
wvidson has been a sectionalist, and it an- 
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noys him that this word has “received ‘a 
stigma which has never been erased” (È 
7). Moreover, he has been a particular 
kind of sectionalist—a Southerner; and his 
noble indignation over the position of the 
South finds vent in many passages about 
its “colonialism” under the increasing domi- 
nance of the industrial and finance “im- 
perialism” of the Northeast. 

It would hardly be fruitful for one from 
the metropolitan province to traverse Mr. 
Davidson’s passionate utterances, such as 
his question “whether there can be such a 
thing as a ‘national interest’ as long as the 
South does not share in determining na- 
tional policies or can share only as a de- 
pendent, at the mercy of political changes 
and shifting fads” (p. 337). Some stu- 
dents of politics have pointed out the ap- 
parently disproportionately great influence 
of Southerners as committee chairmen in 
Congress, but let that pass. Let pass also 
the apparent inconsistency of the statement 
that the “combined demands of the new 
‘high standard’ of living and the new taxa- 
tion” (importations from the North) have 
forced the farmer’s “going heavily into 
cash crops” (p. 320) with the statement 
that even in Jefferson’s time the agricul- 
tural pattern had “suffered under English 
imperialism” and “had already, as in the 
South today, been forced into money crops 
and soil exhaustion” (p. 329). 

What will interest readers of THE An- 
NALS more, as it interested me, is to ob- 
serve the effect upon Mr. Davidson of 
the emergence of the “social scientists’ ” 
concept of “regionalism”’—evidenced by 
Vance’s Human Geography of the South, 
Odum’s Southern Regions, and the Na- 
tional Resources Committee’s Regional 
Factors in National Planning. To them 
he devotes three chapters—“Social Science 
Discovers Regionalism,” “Howard Odum 
and the Sociological Proteus,” and “Ex- 
pedients vs. Principles.” Region, it ap- 
pears, is now “a more fashionable word” 
than section (p. 107). That which “has 
somehow acquired the name of regionalism 

. . is really sectionalism under another 
name” (p. 12). Reluctantly (p. vi) Mr. 
Davidson finds in Vance and Odum support 
for “the Southerner . . . where, perhaps he 
had least expected it” (p. 44). 
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The reluctance, apparently, is to follow 
the social scientists’ implication that “plan- 
ning” rather than “a more or less informal 
check-and-balance system” is necessary to 
achieve that balance of regional and na- 
tional interest which the social scientists 
say distinguishes regionalism from section- 
alism. Mr. Davidson is unworthy of 
himself when he attributes to these social 
scientists an “understandable” “leaning to- 
ward the totalitarian state” (p. 55). 

The other sobering influence upon the 
Southern Agrarian is the realization re- 
flected in this book that the South cannot 
claim the sectional concept as its special 
defensive weapon. A chapter on Webb’s 
The Great Plains recognizes that the same 
kind of analysis which Vance and Odum 
have made for the South can be made for 
other parts of the country—the thesis, in- 
deed, of the National Resources Committee 
report. It is gracious of Mr. Davidson to 
grant that he has “often become indebted 
to the very writers whose views I would at 
some points criticize.” One looks forward 
to the further blending of his fine passion 
with the social scientists’ careful fact-find- 
ing as a basis for action. 

CHARLES S. ASCHER 

Social Science Research Council 


Barnes, HARRY ELMER. Society in Transi- 
tion. Pp. xvii, 999, xvii. New York: 
Prentice-Hall, Inc., 1939. $3.75. 

The subtitle of this book, “Problems of 
a Changing Age,” is a better indication of 
its content than the given title, which might 
lead one to expect a theoretical inquiry into 
the nature of society. The problems are 
well selected; there are a thousand pages 
of factual material, well summarized and 
presented in an interesting manner. The 
discussion of problems is well integrated 
with a preliminary analysis of the situation 
in which society finds itself today and with 
a closing chapter which is given over to a 
Prospectus of the American Scene. 

The early chapters stress the industrial 
changes since 1750, the increasing gulf be- 
tween technology and our social institu- 
tions, and the rise of secularism as a re- 
sult of new discoveries in science, especially 
in the field of organic and social science. 
Mr. Barnes is, as we know, confessedly 
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hostile to traditional religion and to a sex 
morality which is rooted in such religion. 
He expects much from a social science that 
is rooted in intellectual emancipation. 

The book includes a general discussion of 
socio-economic and political trends, a dis- 
cussion of Our Physical Resources, and of 
Problems of Conservation. It contains a 
summary and evaluation of achievement in 
this area which characterizes the New Deal. 
Under Socio-Biological Problems the author 
includes Population, Migration, Race, Sex, 
and the Struggle against Disease and Pain. 
This grouping does, only apparent injustice 
to the problems of Migration and Race; in 
his actual treatment of the subject he rec- 


ognizes the socio-economic and cultural. 


factors involved. 

There is a section dealing with the Insti- 
tutional Impact of Urban Industrial So- 
ciety, followed by a section entitled Social 
Wreckage, which contains most of the 
problems usually discussed in “Fields of 
Social Work.” Housing and medical care 
are included in the range of problems dis- 
cussed. 

The book meets the need for a basic 
text in a course on social problems. The 
chapters on specific problems were sub- 
mitted to experts; footnotes and selected 
bibliographies increase the value of the 
book. A wide range of social problems and 
their interrelation in a changing world are 
presented in an impelling manner. As a 
general volume for the reader seeking orien- 
tation in this field, the book is a contribu- 
tion of first rank. 

Mr. Barnes persistently calls attention to 
the necessary passing of competitive capi- 
talism and of nose-counting democracy. 
He is not concerned about the former, but 
he fears that democracy may not sustain 
itself against the attacks to which it is 
being subjected. He sees hope in the Mid- 
dle Way, and, although critical of certain 
aspects of the New Deal, he sees in it an 
instrument for achieving the Middle Way 
in this country. He may be correct in as- 
suming that we are headed for catastrophe 
or utopia; but he is over-sanguine in think- 
ing that utopia could be made real within 
a decade on the basis of any social action, 
however clear and sound it might be. In 
general, however, one cannot quarrel with 
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his thesis: “We have utopia in our reach, 
Hut unless we take rapid and drastic steps 
to modernize and improve our institutions 
we shall actually pluck chaos from the tree 
of life.” 
Bessi BLoom WESSEL 
Connecticut College 


Opum, Howarp W. American Social Prob- 
lems: An Introduction to the Study of 
the People and Their Dilemmas. Pp. vii, 
549. New York: Henry Holt & Co., 
1939. $3.00. , 

This somewhat remarkable contribution 
to the burgeoning literature of social prob- 
lems will command attention as a unique 
experiment by a well-established sociologist. 
The book is a welter of “social trends,” 
“national resources,” and “regionalism,” 
through all of which Professor Odum un- 
mistakably carries a “rainbow ‘round his 
shoulder.” The language of the text is 
neither didactic nor scientific, but in a sense 
poetic. There is at times a quality which 
is lyric and rhapsodic, but whether such 
phrases as “change and change,” “pictures 
and pictures,” and “world without end” are 
versicules or clichés depends on the point 
of view. The reader must decide for him- 
self whether this form of literary expression 
is an efficient vehicle for the presentation 
of social problems. 

The treatment is divided into two books: 
“The American Picture” with some 460 
pages of discussion, and “The Study and 
Teaching of Social Problems’—about 76 
pages of teaching helps, study suggestions, 
footnotes, questions, and bibliographies par- 
allel to the chapters of Book I. In both 
books the materials are grouped into four 
parts: “Natural and Cultural Heritage,” 
“The People,” “The Institutions of the Peo- 
ple,” and “Testing Grounds for the People.” 
The use of excellent photographs is a happy 
feature of the presentation, and compre- 
hensive tables or compilations of facts have 
been wisely set apart from the principal 
account. 

The physical job of publication has been 
made most attractive, but some more care- 
ful proof reading would have prevented 
numerous errors. In several places 000’s 
have, been omitted from figures, and we 
have good reason to believe that Professor 
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Odum has overlooked the statement (p. 
153) that there are 102.5 females for eac} 
100 males in the United States. 

These are faults which might be easily 
corrected and excused in a book which 
promised to be a splendid help to teaching 
social problems. On that point your re- 
viewer is skeptical. There is some reason 
to fear that students will regard the prac- 
tice of treating one aspect of a topic and 
then dropping it until the next section of 
the book is reached as mere fragmentation. 
If viewed in these terms, the text is repeti- 
tious and not very coherent. If, as one dis- 
tinguished American sociologist suggests, 
sociology has the task of precising the 
commonplace, we must make a compre- 
hensive and unified statement of any topic 
which we undertake to discuss. Professor 
Odum has shown courage in departing from 
a traditional form, but it seems doubtful 
whether this book will take a high place 
among his contributions to American soci- 
ology. 

W. WALLACE WEAVER 


University of Pennsylvania 


WRIGHT, VERNE, and MANUEL C. ELMER. 
General Sociology. Pp. xii, 655. New 
York: Farrar & Rinehart, Inc., 1939. 
$3.75. 


The appearance of a new introductory 
text in sociology is not an uncommon event. 
The characteristics of these numerous texts 
have significance, since it is from such 
books that students and the public at large 
evaluate the present status of sociology. 
The authors of this very creditable volume 
convey at least the impression of extensive- 
ness in the sociological realm. There is lit- 
tle subject matter justifiably termed socio- 
logical which is not touched upon, however 
lightly. 

The book is divided into six parts: I. 
Sociology, Social Phenomena and Social 
Units; II. Geography, Race and Popula- 
tion; ITI. Social Organization; IV. Social 
Process and Social Change; V. Social Con- 
trol and Social Reorganization; VI. Soci- 
ology, Social Progress and the Future 
Society. The appendix includes a brief 
history of sociology, a glossary, and an 
adequate index. : 
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The sociologist will not find much that 
is new in the book. He may be tempted 
to quarrel with an organization of the 
material which does not correspond to that 
in his own lecture notes. As a matter of 
personal opinion, the reviewer is inclined 
to feel that it is not especially helpful to 
take up social institutions such as the fam- 
ily, education, religion, recreation, and the 
like in the section on social organization and 
again from the social problems aspect in 
Part V. The concept of social control 
seems to be stretched and twisted a bit in 
order to interweave it with the concept of 
social reorganization in this Part V. While 
a vast amount of literature must have been 
covered in the preparation of this volume, 
there is a rather marked tendency to quote 
from other elementary textbooks. This 
seems at times an escape from the. labor 
of original analysis or that involved in 
searching out primary sources. It should 
be noted, however, that the authors very 
carefully give credit when they borrow 
from other textbooks. 

The student will appreciate the clear, 
smooth style in which the book is written. 
He will get his money’s worth from the 
point of view of scope. The restrained, yet 
liberal, point of view will command respect 
from the majority of young people who are 
becoming increasingly aware that the world 
in which they must make their way is far 
from perfect. The keener students will 
detect trite statements. Some will join 
students of other texts in asserting that 
sociology merely tells them in more pon- 
derous language what they already knew. 
The question may well be raised as to 
whether both the student and the general 
reader would not have more respect for 
sociology as a science if textbooks dealt 
more intensively with verifiable and veri- 
fied results of distinctively sociological re- 
search. Admittedly, textbooks so written 
would contain fewer pages. In conclusion, 
it must be said that the book compares 
favorably with other elementary texts and 
is especially adapted to courses which are 
intended to touch lightly upon the entire 
sociological field. 


CLIFFORD KIRKPATRICK 
University of Minnesota 
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LeicHTon, Grorce R. Five Cities: The , 


Story of Their Youth and Old Age. Pp. 
x, 370. New York: Harper & Brothers, 
1939. $3.50. , 

This book might have been given ‘one of 
several other appropriate subtitles. It 
might have been called a tale of railroads 
and transportation; or chapters in labor 
troubles; or annals of bossism, with side 
lights on prostitution. All of these would 
be fittingly descriptive. 

We have in the Shenandoah study a 
graphic account of Shenandoah, Pennsyl- 
vania, the Reading Railroad, and the Molly 
Maguires. In that of Louisville, we have 
a striking tale of the Louisville and Nash- 
ville Railroad and its manipulation of poli- 
tics and trade. Birmingham, Alabama, af- 
fords a text for the description of a “City 
of Perpetual Promise”; and Omaha, for a 
delineation of one whence “the glory has 
departed.” In Seattle, “the edge of the 
last frontier’ is graphically portrayed. 
Taken all together, we have a well-written, 
picturesque section of American life during 
the greater part of the past century, in five, 
possibly typical, American cities. We have 
here the story of the first moves westward, 
the Civil War, the “gilded age,” the tide 
of immigration, the opening of the frontier, 
the rise of the trusts, the decline of agri- 
culture, the consolidation of the money 
power in New York and the “triumph of 
business enterprise,” the crash of ’29, and 
the descent into the depression. All were 
reflected in these five towns and affected 
them. Here were the lieutenants and imi- 
tators of the great capitalists and indus- 
trialists, labor wars were begun, the native 
American culture flourished in the old home 
town, the raw material of our history was 
made. 

George R. Leighton, the author and an 
associate editor of Harper’s Magazine, bases 
his book on firsthand observation and a 
study of the documents, a list of which oc- 
cupies twenty pages. In most instances, his 
local observations covered several visits for 
periods of weeks and included extended 
interviews with mnewspapermen, lawyers, 
railroad men, farmers, and labor organizers. 
For what it was worth, he drew heavily on 
faculty members of local colleges and state 
universities and their libraries. 
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In this way the author has built up a 
Worth-while contribution, although it must 
‘be described as one in pathology, for he 
sees only the unpleasant and untoward 
events and developments. As the publish- 
ers aptly describe the book, we see Ed 
Smith, the talkative, blundering Mayor of 
Omaha, deserted by the police, attempt to 
stop a lynching and riot on a September 
night in 1919. We see Milton Smith, the 
president of the Louisville and Nashville 
Railroad, in his office at Louisville, manipu- 
lating the affairs of a great system that 
came to be the chief political power south 
of the Ohio. We see James McFarlan, the 
first American labor spy, making his way 
into Shenandoah to uncover the secrets of 
the Molly Maguires. We see the land 
speculators busy in Birmingham, and watch 
the coming of the absentee landlords. We 
see the last great fight of the western farm- 
ers for political power, and the defeat of 
the Populist Rebellion. We see the timber 
magnates moving into the Pacific North- 
west, the mad rush to get control of the 
forests, and the rise of the LW.W. In 
each of these towns we see the exploits of 
“the American system” and see that sys- 
tem reel under the shock of the greatest 
of all depressions. We see men and women 
at home, in corner saloons, in churches, we 
see them marrying and giving in marriage, 
fighting and dying violent deaths, getting 
rich and going broke. 

Our author has not sought to prove a 
thesis or advance a cause. He has not 
sought to produce a blurb for any of the 
cities studied. He has tried to paint a 
picture of what he has seen in his visits 
and through the printed page. It is a 
dark one, indeed, and at times faulty in its 
perspective, but it is certainly one worth 
having. 

CLINTON Rocers WoopRUrF 

Philadelphia 


Forp, James. Social Deviation. Pp. xix, 
602. New York: The Macmillan Co., 
1939. $3.50. 

Treatises on social pathology have con- 
stituted an academic problem of long stand- 
ing to sociologist—they have been so un- 
satisfactory. In what frame of reference 
should ordinary social problems be studied? 
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Are they manifestations of social change 
and disorganization, or are they rately 
conditions considered substandard by ex- 
perts? When is a social problem, ahd when 
is it pathological, if at all? Can the study 
of social problems be more than a study of 
deviations from norms and the ways to 
eliminate substandard conditions? These 
are some of the questions which have taxed 
the wits of sociologists who have a funda- 
mental rather than a superficial interest in 
social problems. 

Like many of his predecessors, Professor 
Ford struggles valiantly, although a bit 
weakly, with these annoying issues. With 
considerable justification he views the gen- 
eral run of social problems in our society 
in terms of substandard deviations from 
accepted norms, but he does not convinc- 
ingly meet or dispose of the issues cited 
above. Sometimes one is inclined to be- 
lieve that, in order to avoid academic gyra- 
tions, it might be wise to admit frankly that 
a social problem is a social problem when 
it is considered so by the leaders of society, 
and that social problems vary greatly in 
time and place accordingly to whether they 
are recognized as such by various societies. 
With this done, the text writer could pro- 
ceed right away to summarize the best 
accumulated insight into the nature, the 
treatment, and the prevention of the recog- 
nized problems. 

After four chapters of preliminary warm- 
ing up—two of which on social surveys are 
very good—the author gets on with the 
business, which after all is to tell what can 
be told about the many pressing social 
problems. Since the overwhelming major- 
ity of the data are taken from investiga- 
tions in and information about the United 
States, I do not see why the book should 
not be called “Social Deviation in the 
United States.” The particular social prob- 
lems covered are conveniently classified 
under three main types: individual handi- 
caps and inadequacies; poverty, unemploy- 
ment, and economic unbalance; and dis- 
ruption and upheavals in family and group 
life. Wherever possible, Professor Ford 
presents the nature, the extent, the causes, 
and the handling of each social problem 
under discussion. . 

This treatise on current social problems, 
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cloaked in the title of social deviation, 
should be very informative and newsy for 
the undergraduate student, the welfare 
worker, and the civic-minded layman. It 
is hardly adequate for advanced study, and 
I doubt that Professor Ford intended it 
for graduate and postgraduate levels. 
WALTER C. RECKLESS 
Vanderbilt University 


Morcan, Winona L. The Family Meets 
the Depression. Pp. x, 126. Minneapo- 
lis: University of Minnesota Press, 1939. 
$2.00. 

In recent years two academic groups 
have largely pre-empted the study of the 
family—the sociologists and the home econ- 
omists. Sociologists are interested in the 
family as a social institution and an arena 
of social interaction. They recognize the 
danger of passing moral judgments, and 
sometimes have the grace to doubt their 
own wisdom. The home economists, on 
the other hand, joyously underwrite the 
current morality; they know what a happy 
family is, and they try to give others spe- 
cific instruction concerning the attainment 
of connubial bliss. Since home economists 
are unaware either of the mores or of 
processes of interaction, their work is 
largely limited to superficialities. The 
Family Meets the Depression is typical of 
the work done on the family by home 
economists. Although careful and within 
limits objective, it is thoroughly superficial. 

The Family Meets the Depression con- 
tinues the study previously published by 
Lindquist under the title, The Family in 
the Present Social Order. In 1927 Lind- 
quist studied several hundred successful 
families; the present work is based on a 
restudy of some of the same families in 
1933. The families were a selected group 
with high educational qualifications and 
moderately good incomes. The findings of 
the study have little apparent significance. 
Thirty-one per cent of the mothers were 
doing less sewing in 1933; 25 per cent were 
doing more. More children were helping 
with housework in 1933. As children grow 
older, feeding problems often disappear. 
A splendid opportunity to study the suc- 
cessful family has been lost by the failure 
to ask significant questions. 
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The book is badly titled, since it is not 
really focused on depression effects. Nor 
has the delay in publication of results en- 
hanced their value. 

WILLARD WALLER 

Columbia University 


Snyper, Lours L. Race: A History of 
Modern Ethnic Theories. Pp. x, 342. 
New York: Alliance Book Corporation, 
1939. $3.00. 

The excesses of the Aryanists and the 
associated outburst of anti-Semitism are 
doubtless mainly responsible for the recent 
flood of books and articles on problems of 
race. The stories of the Aryan myth, the 
Nordic myth, and the race myths, have 
been told repeatedly, and as often exposed 
as pious frauds. There is not much that 
is new to be told in this field, except the 
fresh excesses of the race proponents. 
Nevertheless, reiteration may be of some 
service in maintaining a modicum of ra- 
tionality in a tipsy world. The nineteenth 
century has often been called the century 
of nationalism; but always associated with 
nationalism is racialism in one of its multi- 
ple forms. The two inevitably go together, 
each strengthening the other. Both are 
products of those historical processes which 
create the myths that men live by—myths 
that give meaning to life for the hypnotized 
citizen. 

Professor Snyder opens his account with 
a brief consideration of the concept of race, 
leading to the familiar conclusions that 
classifications of human races are unsatis- 
factory, that pure races do not exist, and 
that the innate inequality of races has not 
been demonstrated. After a chapter set- 
ting forth the opposed claims of racialists 
and antiracialists, and a brief chapter on 
the aberrations of the linguistic paleontolo- 
gists, the author gives, in successive chap- 
ters, the histories of the Aryan, Nordic, 
French, Anglo-Saxon, and Italian race 
myths, followed by brief accounts of the 
relations of race concepts to Pan-Turkism, 
Pan-Africanism, Pan-Asianism, and anti- 
Semitism. 

This appears to be a book intended for 
the general public, rather than for the 
scholar. It tells little that has not been 
told frequently, is extremely sketchy in 
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pny places, and remains consistently in 
ifs comment and opinion within the ortho- 
dox limits of antiracialist doctrine. One 
can readily understand, in view of the ex- 
cesses and even idiocies of the extreme 
racialists, that any author in this field is 
strongly tempted to fall into the excesses 
and confusions of the opposite extreme. 
Snyder has avoided the final absurdity of 
the antiracialists, namely, complete denial 
of such a thing as race; but because he has 
kept his discussion within the realm of 
logical abstractions, he has failed to dis- 
cover the actual, realistic basis of the race 
problem. It does not follow that because 
there are no “pure” races, there are no 
“racial” differences; nor does it follow that 
“race” can have no anthropological or cul- 
tural significance. Any group that tends 
to marry largely within itself will develop 
some degree of hereditary differentiation 
from the surrounding population. This is 
true even though the ancestral stocks were 
the same, as has been repeatedly shown by 
anthropological studies of the populations 
of England, Italy, France, and Germany 
that have been subject to even moderate 
degrees of geographical isolation. Social 
differentiation produces similar results; and 
such genetic differentiation will be all the 
more marked if the stocks were originally 
compounded of different elements. Such ge- 
netic differentiation does not, however, or- 
dinarily establish a “race,” strictly defined. 
Both clarity and honesty of thought would 
be promoted if we could replace much of 
the talk about the nonexistence of pure 
races with a recognition of the fact of 
genetic differences among groups, none of 
which are “races.” 

Nor is it true that “race” cannot be 
defined in operational style. That is not at 
all the difficulty. The reasons advanced to 
support such a view apply with equal force 
to the zoologist’s and the botanist’s defini- 
tions of species and variety. Taxonomy has 
areas where distinctions become those of 
degree. 

The statement “the environmentalists 
have proven that a relatively pure race 
will change its physical character when 
thrust into a new environment” is a very 
dograatic and unclear proposition, especially 
when wholly unsupported by evidence. 
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On the whole, this is a very light book 
on a profound set of problems. One mdy 
welcome it as perhaps useful because gen- 
erally sound. Strictly speaking, however, 
one derives from it little beyond general 
antiracialist impressions. 

Frank H. HANKINS 

Smith College 


GOLDMAN, SoLomon. Crisis and Decision. 
Pp. xiii, 206. New York: Harper & 
Bros., 1939. $2.00. 


The present crisis of Judaism is the sub- 
ject around which these sermons and es- 
says by Rabbi Goldman cluster. The gen- 
eral position of the author is reflected in 
the following passages: 


“In the new science there lurked the 
danger of a reversion to the evil which sci- 
ence had risen to combat—to uniformity 
or tribalism. .. . This constitutes the crisis 
for the whole of humanity. 

“What does the crisis mean? This: the 
halting of the process of differentiation, 
hence the denial of individuality—and with 
it, perforce, the destruction of all value, 
spiritual or intellectual... . 

“On the Jew this general crisis of civiliza- 
tion presses with double force. The Jew is 
constitutionally unable to yield up his indi- 
viduality.... 

“There is nothing profound or mystical 
about anti-Semitism. . . . The anti-Semite 
cannot forgive the Jew the comparative 
ease with which he seems to have moved 
through the ages and remained himself.” 
(Pp. ix-xii.) 

“The Jew... was a Jew and would not 
change his skin or yield his identity. . . . 
All through those ages he bore his fate 
with a patient shrug. Anti-Semitism did 
not become the all absorbing fact in his 
life. He developed no inferiority complex. 
He did not have much respect for his tor- 
mentors. ... 

“In the modern world things have 
changed, particularly for those Jews who 
have become part and parcel of the mod- 
ern world. . . . In the high enthusiasm of 
a revolutionary moment the Jew was given 
human rights. He accepted humbly and 
gratefully, almost blindly; but at the same 
time he swallowed the Occident’s exag- 
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gerated opinion of itself. The Jew’s re- 
spect for the dominant culture exceeded 
all bounds; his own heritage he began to 
regard with contempt... . 

“Zionism . . . insists that there is no 
half way stopping place between the com- 
plete Jew and his ‘complete disappearance. 
... The Jew with his synagogues as well as 
with his Zionist societies must either dis- 
appear completely, or avow his distinctive- 
ness as a folk. And a folk must have a 
habitat of its own. For the Jews that habi- 
tat can only be Palestine and adjacent 
countries. Five million Jews will have to 
be transferred from Eastern Europe to the 


_ Near East.” (Pp. 1-12.) 


To the Jewish reader this volume will 
undoubtedly prove stimulating. To the so- 
cial scientists it is interesting as an illus- 
trative document rather than in any sense 
as a dispassionate treatise. The author re- 
veals something of his own passionate atti- 
tudes in his polemic attacks upon those 
who disagree with his Zionistic views. He 
refers to them directly or by implication 
as unintelligible (p. 55), “redoubtable” (p. 
56), “dishonest and dishonorable” (p. 57), 
indecent, unsportsmanlike, and disgusting 
(p. 59), and as “guilty of a supercilious 
arrogance which no decent American will 
tolerate.” 

HorNELL Hart 

Duke University 


DuBors, W. E. Burcuarpt. Black Folk 
Then and Now. Pp. x, 401. New York: 
Henry Holt & Co., 1939. $3.50. 

In the present volume Dr. DuBois under- 
takes to write a popular history of the 
Negro peoples from the earliest times to 
the present. The opening chapter treats 
briefly the characteristics of Negroes and 
Negroids, and gives a cultural grouping of 
the African tribes and some general descrip- 
tion of the nature and location of the vari- 
ous inhabitants of the Continent. The four 
following chapters deal with the people and 
the history of the major areas: “The Valley 
of the Nile,” “The Niger and the Desert,” 
“Congo and Guinea,” and “From the Great 
Lakes to the Capes.” The account goes 
next to a treatment of African slavery and 
the slave trade from the fifteenth century 
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to the emancipation of the Negroes in the 
eighteenth and nineteenth centuries. One 
chapter is given to the Negro and Negro 
problems in the United States. It gives in 
brief outline the major historical items 
from the coming of the slaves to the ac- 
complishments of the present-day Negroes 
in the United States. The chapter on 
“Black Europe” introduces the final chap- 
ters of the book, which deal chiefly with 
recent and current European influences, 
particularly with the economic and politi- 
cal control and exploitation of the resources 
and people of the Continent. The book 
closes with chapters on “Education in Af- 
rica” and “The Future of World Democ- 
racy.” 

The book is something more as well as 
something less than a conventional history 
of the Negro peoples. It is less in the 
sense that much of its content is based on 
conjecture, and there is no pretense at doc- 
umentation; it is more in the sense that 
the author deals with a wide range of social 
and cultural material that is commonly as- 
sumed to lie outside the orbit of historical 
interest. The book is readibly written. In 
spite of the temptation offered by the sub- 
ject matter, the presentation is calm, sin- 
cere, and even tempered. 

E. B. REUTER 

University of Iowa 


Pence, Owen E. The Y. M. C. A. and 
Social Need. Pp. xiv, 360. New York: 
Association Press, 1939. $2.75. 

People interested in the same thing are 
interested in one another. People of the 
same interest who act together form an 
association, The expressions and actions 
which come from association institutional- 
ize the interest. As the association’s be- 
havior takes on modes and forms, these 
modes and forms become its institutions. 
Every association has its characteristic in- 
stitutions which both express and reflect its 
particular interest. The association is as 
intense and lasts as long as the interest. 

Christianity, or the Christian needs of 
youth, was the interest which brought to- 
gether the young clerks of Hitchcock and 
Company of London, who formed the first 
Young Men’s Christian Association in 
1844, This same interest has brought 
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young men in all parts of the world to- 
gQther, who form the present Y. M. C. A. 
From his advantageous position as Director 
of the Bureau of Records, Studies, and 
Trends, National Council of the Y. M. C. 
A.’s, Owen E. Pence traces institutionaliza- 
tion of the interest of the young men who 
have formed the Y. M. C. A. in America. 

From local beginnings in the cities pat- 
terned after the London society, Mr. Pence 
gives a detailed but flowing, unbiased ac- 
count of organizational change through the 
Civil War and the resultant split of North 
and South; “reconstruction”; the indus- 
trial revolution and the concomitant social 
upheaval at the turn of the century; the 
World War, in which the “Y” did its part; 
and the adjustment out of the chaos which 
followed the war, to the gigantic present 
body which has taken root in the soil of 
every American town and city. 

Christianity steadfastly has been the real 
interest, but it has broadened from the 
Christian needs of youth to the needs of 
modern youth, and emphasis has been on 
the classical “unity of personality”—the 
physical, social, intellectual, and religious 
needs of youth. 

Mr. Pence’s purpose is a study of the 
Association’s institutional adaptation to 
meet the desires and interests and needs 
of the individual members themselves, of 
the member group, and of the Association. 
He provides a well-placed picture of the 
economic, social, religious, and community 
background as a back-drop against which 
he reviews the characteristic form of be- 
havior of the Association, the “wider cul- 
ture” of which it is naturally a part. Per- 
sons who are aware of the effect which 
the rapidly changing aspects of this “wider 
culture” is having on youth today, and 
persons who are interested in what has 
been done and what may be done to de- 
velop youth physically, socially, intellec- 
tually, and religiously, will certainly want 
to read this book. 

In the final chapter Mr. Pence envisions 
the future of the Y. M. C. A. with its op- 
portunity and obligation in the “brotherly 
quest for the Good Life.” The history has 
shown capacity for institutional adaptation. 
He advises that control should be placed in 
the hands of the many youth, but asks for 
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a courageous and creative leadership to 
meet the needs of youth, with a clear uš- 
derstanding established in the relationship 
of the layman and the professional secre- 
tary. He is afraid that the building pro- 
gram may occupy too much attention and 
the business cycle not enough, when pur- 
posive energy should be spent in dealing 
intelligently with the hopes and needs of 
modern youth through a cohesive organiza- 
tion, with efforts not too scattered, with 
clear policy toward social need, and with a 
balanced, undiluted program. These issues 
are raised not to be dealt with in some 
single high place of control, but among the 
millions of individuals who form the As- 
sociation, and who, of course, will deter- 
mine the life and the intensity of the in- 
terest. 
THOMAS F. NEBLETT 
New Orleans 


Witson, J. G., and M. J. Pescor. Prob- 
lems in Prison Psychiatry. Pp. 275. 
Caldwell, Idaho: The Caxton Printers, 
Ltd., 1939. $3.00. 

Medical services in prisons have been 
notoriously bad. Often, physicians have 
taken service in prisons with the hope that 
they might elevate the standard of care 
of the inmate, but it seems that medicine 
has been degraded as often as prison life 
has been uplifted by this contact. 

When the Federal Government went into 
the prison business in a large way a few 
years ago, one of the most salutory provi- 
sions of the new regime consisted in the 
assignment of the problem of health in 
Federal prisons to the United States De- 
partment of Public Health. Doctors Wil- 
son and Pescor were among those assigned 
in the field of psychiatry, and this book is, 
in fact, a record of their reaction to this 
assignment. 

Conservative and cautious, this is at the 
same time an essentially modern and for- 
ward-looking book. Often a psychiatric 
service in a prison has been somewhat ex- 
otic and quite removed from the routine 
of the institution. Not so with Doctor 
Wilson; he has entered upon the responsi- 
bilities in a broad way, co-operating with 
those in authority, and so has made „real 
progress. 
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The book reviews twentieth-century psy- 
chiatry and criminology in a brief but help- 
ful way. The first. few chapters deal with 
the history of prisons and a statement of 
the problem. Then follow a number of 
chapters setting forth a simplified classi- 
fication. The last three chapters might 
more properly be called “criminology.” 

One notes that the authors refer largely 
to work in Federal prisons. Scant credit 
is given to the pioneers who preceded them 
in this field. For instance, the notable case 
work done in Massachusetts in recent years 
is not mentioned, but this is excusable in a 
Government Service, as there is no question 
that the big show has been put on by the 
Federal Government during the last few 
years. Problems in Prison Psychiatry is a 
good book, refreshing and encouraging, with 
a vigorous Introduction by Dr. Walter L. 
Treadway. 

A. WARREN STEARNS 

Tufts Medical College 
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LETTER TO THE EDITOR 


To the Editor, THE ANNALS. 
Sir, 

It was natural enough, on picking up my 
study of social conditions under the title 
The Class Conflict in Italy [reviewed in 
THE ANNALS, May 1939], for your re- 
viewer to ask himself, Can any good thing 
come out of Italy? The totalitarian label 
has for so long obscured the scene, like a 
continuous billboard on the highroad of in- 
telligence, that he was unable to credit the 
glimpses he had beyond it, hastily recording 
the incredible on his headlong drive to a 
sarcastic and denunciatory conclusion, his 
preconceived reply to that question. 

He gives two reasons for discrediting my 
work, that it lacks documentation and that 
I am more Fascist than Mussolini. I 
think he should have stated, what is made 
evident, that it is mostly original research, 
or what I learned in many years with the 
Kansas City Star to call more simply, re- 
porting. But perhaps I may be permitted 
to document this, and reply at the same 
time to the other assertion, by quoting a 
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review which appeared rather unexpectedly 
in the Corriere della Sera (14.9.38) as part 
of a long article on bourgeois mentality. 

“Best of all (for bourgeois enlighten- 
ment) would be to go and live a month or 
so in the midst of organised labor activities. 
This method is suggested to me by a small 
English volume which has just appeared, 
dealing with the conflict of classes in Italy 
(The Class Conflict in Italy, pub. King, 
London). It is by an old-time English 
syndicalist, Karl Walter. He is not a fas- 
cistophile, not even in many respects a 
sympathizer, but a foreigner who studies 
our social affairs with a cold and careful 
eye, determined not to be taken in. His 
studies are made on the spot; he mixes 
with the people, lives for months in con- 
tact with their organisations, checks his 
data and statistics. And he comes to this 
conclusion, which is also the main theme of 
the book, that the Italians have solved (not 
abolished, that is too much to ask) the 
class conflict, by means of institutions 
which are equitable, alive, understood by 
the masses, with a capacity for movement 
and progress. I have the honour of know- 
ing many of my compatriots who are most 
excellent citizens, fathers of families, ex- 
soldiers, industrious, cultured—all you 
could wish; but a bit congested, stuffy. 
They would be considerably enlightened to 
read some of the things said about us by 
this foreigner—I almost wrote, by this anti- 
Fascist.” 

My interpretation of the class conflict as 
a motive of democracy will, I hope, be 
more acceptable to your reviewer in a simi- 
lar study of the English Labour Movement 
to be published shortly. 

Yours faithfully, 
KARL WALTER 
Bordighera Vecchia, 
12 August 39. 
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